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Executive Summary

In India, Farmers’ Producer Organisations (FPOs) in various collective institutional forms, be it
cooperatives, producer companies (FPCs) or any other forms are being promoted on the principle of
aggregation with objectives of increased income and better participation in value chains. Traditionally,
in India, there have been farmers’ cooperative at the primary level and have been active in all the
areas of production, marketing, credit, and allied activities across the sectors (including handloom,
artisan etc.) in rural India. It has also been highlighted that the cooperatives have reach to almost
100% of India’s villages and have covered 80% of rural population. To facilitate the formation of FPCs
and for registration, the Companies Act 1956 was amended appropriately in 2003 (amendment of
Section 581). The FPCs are seen as a hybrid of cooperatives and of private limited company. There are
over 7900 registered FPCs (till 2020) in India.
The Indo-German Cooperation on Agricultural Market Development project is a part of bilateral
cooperation programme of Federal Ministry of Food and Agriculture (BMEL), Germany and is intended
to contribute to the sustainable economic growth of India’s agricultural sector and improve livelihoods
in rural regions through modernising agricultural markets. As part of this project, one key result area
is to integrate Farmers Producer Organisations (FPOs) into a sustainable and market-based value
chains. For this, it is imperative to identify the key learnings, drivers, and barriers that the Farmer’s
Producer Organizations (FPOs) have experienced in agricultural produce exports by compiling
empirical evidence and developing suitable strategy by undertaking a study.
The Agricultural exports accounts for approximately 10.24% of the country’s total exports. The total
value of agricultural commodities exported was approximately USD 20.67 Billion for the period 2020-
21. The growth in agricultural exports in recent years, has been primarily driven by the government’s
policy-level interventions as well as the expansion of products into new markets. Exports to European
markets from India have been growing consistently during last decade. Major markets for Indian
exports have been United Kingdom, Netherlands, Germany, Belgium and Spain etc. Important
products, exported to European markets are Basmati Rice; Fresh Grapes; Processed Vegetables;
Processed fruits, juice & nuts; Cashew kernels, guargums, cereal preparation, cucumber & gherkins
(preserved), fresh vegetables and spices (pepper, mint, fenugreek, Chilli, cumin) etc.
For FPOs, targeting European markets for agricultural export can be a good opportunity, provided they
can develop their supply chain (stating from production, aggregation, packaging, transportation,
logistics etc.) as per the market requirement. Given that stringent quality norms and traceability are
two critical criteria, FPOs need to strengthen their production processes, develop modern
infrastructure, and train their manpower to align with the requirement.
For assessing the potential of FPOs to participate in the agricultural export businesses, specifically to
European market, interaction was held with different stakeholders, including representatives of FPOs
in different part of the country, regional officials of APEDA, officials from state agriculture department,
marketing board, exporters and start-up. APEDA facilitated these discussions by providing introducing
the project team to many of these stakeholders. Key findings of these discussions are as under -
e FPOs are at different stages of maturity and therefore need customised strategy to make them
capable for exports.
e Need to increasing business patronage amongst FPC members for increasing business volumes.
e Most FPCs do not have business risk bearing capacities and therefore are interested in doing low
risk/ risk-free businesses
e FPCs lack in exposure and experience of export businesses, leading to low level of confidence,
which is becoming one of the major hurdles in taking business initiatives.
e Limited access to fund and infrastructure is also one major barrier at the level of FPCs.
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There are many other challenges, which can be categorised into FPO management and governance
related; Production planning and back-end aggregation; quality control, advisory and input supply;
awareness of quality parameters, understanding of logistics, operation (sorting, grading, packaging
etc.); business finance and accounts etc.
Based on review of secondary literature on FPOs functioning in India and analysis of inputs received
from primary discussion, specific strategy and recommendations have been devised, which can be
implemented under the Indo-German Cooperation on Agricultural Market Development project.
Approach for interventions for strengthening the FPOs to make them export capable shall be
customized as per the maturity level, financial capabilities, governance structure and other variables.
For taking-up activities, there shall be a FPO selection process, which also categories the FPO to
accommodate it in relevant intervention segment. FPO shall be selected on various parameters such
as-—

e  Members producing or willing to produce export market-led crops / products

e Capable leadership at the helm

e Potential for scalability

o Willingness for adoption to change
Once selected, the FPOs shall be provided operational and/or institutional support. Operational
support shall be for improving exportability through interventions in the supply chain activities,
starting from production, aggregation, value addition and export; and Institutional support shall be
providing parallel support for convergence, partnerships and business facilitations.
Operation interventions —
Strategy for enhancing export capability of FPO will need support along with the export supply chain
of the product. The interventions for supporting FPOs for strengthening them for export shall be
complementing the efforts of existing agencies working with the FPOs (as sponsoring agency or
promoting agency). Also, the interventions shall explore convergence with initiatives of various
agencies providing technical and financial support. Given this background, the focus of operation
related interventions shall be focused more on production and post-harvest level.

e Strengthening Farmers Engagement (Enhancing scale and sustainability)

e Promotion and adoption of GAP and other improved production practices

e Creation of Export-oriented infrastructure

e Market Exposure
For implementation of operational interventions, services of qualified technical agencies (from Europe
as well as from India) shall be hired and medium-term (from 2-5 years) projects shall be
conceptualised.
Institutional Interventions —
Institutional interventions and strategies are required to further strengthen and ensure sustainability
of operational interventions. The focus of institutional interventions shall be developing institutional
mechanisms, which, once facilitated, are sustainable in nature and can bring continuity of the work.
Three specific interventions under this category are, multistakeholder partnerships, market
development activity and FPO trade facilitation.
Under the Indo-German Cooperation on Agricultural Market Development project, different strategies
and sub-projects can be prepared for a time-period ranging from two — five years. Conceptualization
and implementation of these projects shall be in close collaboration with some of the important
agencies including APEDA, SFAC, NABARD, NCDC and other state government agencies.
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1. FPOs background and status in India

Indian agriculture system has been known for its small holdings and resource starved farmers, and
having insubstantial capacities to be player the market and play any vital role across the value chains.
Further, there are challenges of increased transaction costs, limited and high-cost access to finance to
farmers, uncertain market prices for outputs as well as increasing market risks due to direct exposure
and reducing government participation at market ends. Therefore, for becoming market competitive,
small holders need to create economies of scale through suitable institutional means, which are not
only able to reduce cost of transaction but also able to enhance bargaining power of the small farmers.
World over, there are examples establishing that farmers’ organizations have led to 50% increase in
profit of small farmers from the crops handled by these organization (Sukhpal Singh, 2013).

In India, Farmers’ Producer Organisations (FPOs) in various collective institutional forms, be it
cooperatives, producer companies (FPCs) or any other forms are being promoted on the principle of
aggregation with objectives of increased income and better participation in value chains.

Traditionally, in India, there have been farmers’ cooperative at the primary level and have been active
in all the areas of production, marketing, credit, and allied activities across the sectors (including
handloom, artisan etc.) in rural India. It has also been highlighted that the cooperatives have reach to
almost 100% of India’s villages and have covered 80% of rural population. However, due to various
challenges being faced by cooperative in terms of their functioning, interreferences of government in
day-to-day businesses and other inefficiencies, promotion of Farmers’ Producer Company (FPCs) was
proposed. To facilitate the formation of FPCs and for registration, the Companies Act 1956 was
amended appropriately in 2003 (amendment of Section 581). The FPCs are seen as a hybrid of
cooperatives and of private limited company. FPOs, in general are expected to reduce the
intermediaries in agricultural supply chains (both for inputs and outputs). As FPOs (both Cooperatives
and Producer companies) mature, gain operation and financial strength, they are expected to play
much bigger roles agribusiness and agricultural markets.

The promotion of FPCs was initially started with the State Government support. In Madhya Pradesh,
under District Poverty Initiative Project (DPIP), a World Bank funded project, 14 FPCs were registered
in the year 2005. Thereafter, various State and Central Government agencies and private sector
organizations have been involved in promotion of FPCs across India. In addition to Small Farmers
Agribusiness Consortium (SFAC), National Bank for Agriculture and Rural Development (NABARD),
National Agricultural Cooperative Marketing Federation of India (NAFED), National Cooperative
Development Corporation (NCDC), other agencies like North Eastern Regional Agricultural Marketing
Corporation Ltd. (NERAMAC), NDDB Services Pvt. Ltd., Coconut Development Board, state Agriculture
and Horticulture departments and state rural livelihood missions are also engaged in promotion of
FPCs. Government of India, in the annual budget of year 2019, has also announced a Central Sector
Scheme of "Formation and Promotion of Farmer Produce Organizations (FPOs)", wherein it has been
targeted to promote (additional) 10000 FPOs in five years with budgetary provision of Rs 6865 crore
(approx. 93 million USD).
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Number of FPCs in India has grown from 156 in the year 2011 (Sukhpal Singh) to around 7900 in year
2020 (C. Sambhu Prasaad). In case of cooperatives, there are around 8.60 lakh cooperatives in India,
out of which approximately 63,000 are primary agricultural cooperatives (PACs). There are 340
multistate agro (including sugar mills and spinning mills) and dairy based cooperative societies in India.

FPOs, as institution and ecosystem, is still an evolving phenomenon in India, however looking at over
one and half decade of progress, there are wide range of FPOs, depending on various parameters,
such as membership and shareholder base, business types, equity base, business turnover,
organisational structure etc. These variations are basically driven by multiple factors, including

Statewise number of FPCs registered
(uptp 2019-20)

Other States
Jharkhand
Gujarat

Kerala

West Bengal
Haryana
Andhra Pradesh
Bihar

Orissa
Telangana
Karnataka
Rajasthan
Madhya Pradesh
Tamil Nadu
Uttar Pradesh
Maharashtra

Eeesss—— 535
mmm 176
211
)55
265
230
e 305
e 315
306
—— )]
e )]
e 48
eees—— 53]
Eeees——— 535

I 818

e 2013

0 500

1000

1500

2000

influence and support of FPO
promoting agency, social and
cultural background of the members,
progressiveness, product types,
state government policies and
support and other factors. However,
in general perception and in various
research papers, it has been found
that, most newly formed FPOs are
surviving with government support
through various schemes, and it is
going to be a long arduous journey
until  they sustain themselves
financially to be strong link in value
chain. The current state of affair is,
absence of technical skill and
manpower with the FPOs, lack of
access to credit and finance, poor

availability to infrastructure and access to market information and intelligence.
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study has also attempted to reveal relationships with various value chain actors and their specific
contribution in process (from production to export markets) has also be captured to analyse their
involvement and influence in enabling access to export markets.

Approach and Methodology -

For conducting the study, mixed approach of secondary and primary research was adopted. Secondary
research for the study included analysis of current agricultural export portfolio and trend analysis. In
addition to analysis of data, various reports and documents available in public domain were reviewed
to understand the perspective of Indian agricultural and allied sector export. This also included review
of some of the studies conducted by APEDA and export policy documents of the Government of India
and of state governments.

For conducting primary survey, five FPOs were selected, with help of APEDA, from different parts of
the country (Uttar Pradesh, Maharashtra and Tamil Nadu). In addition to interaction with
representatives of preidentified FPOs, various other stakeholders, including regional officials of
APEDA, government officials, exporters, pack-houses and logistic services providers were also
contacted for taking their inputs.

For purpose of interaction and recording inputs, structured questionnaire (for FPOs) and semi-
structured interview guides (for other stakeholders) were prepared.

Study team visited different locations (Varanasi and Bhadoi (in Uttar Pradesh), Nagpur, Warud, Pune
and Pandharpur (Maharashtra), Chennai, Tiruchirappalli and Theni (Tamil Nadu)) in different part of
the country for interaction as well as to assess the ground realities of FPOs engagement in exports.
List of representatives of FPOs and other stakeholders, with whom interactions were held during the
study period is enclosed in Annexure to this report.

Analysis of data and evaluation of qualitative inputs received from various stakeholders was done and
report has been prepared. The report includes analysis of activities, roles, processes, challenges,
capabilities, and specific recommendations for actionable interventions for AMD project.

Limitation of the study —

Indian agricultural and allied sector export is vast and diverse. Given the assortment of the products,
geography, activities, and type of stakeholders involved, this study had some limitations, which have
been discussed as under —

e There are not many FPOs / FPCs having direct experience of export, therefore, the outcome
and recommendations are based on the discussion with the limited number of respondents
only.

e Given the period of pandemic, primary interactions were held with limited stakeholders, and
it was not possible to organise group discussions with mixed audience.

e Exportvalue chain stakeholders and service providers have limited experience of working with
the FPOs, therefore, their responses were mainly based on their limited experience of dealing
with collective institutions.
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Agricultural Exports from India (000 MT)
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large quantities of exports from India to
Gulf and other South-east Asian countries is lesser restriction compared to the European countries.
Additionally, India also has advantages of vicinity to these markets. European countries have stringent
quality norms, such as strict norms on acceptable level of pesticide residue and frequently changing
quality parameters. Any export to most European countries require detail documentation,
traceability, quality testing, food safety regulations etc.

Agricultural Exports to European Countries

Europe is also an attractive market for agricultural exports from India. From rice and buffalo meat to
perishables, such as grapes, India has been exporting major agricultural produce to different countries
in Europe. In 2020-21, the Indian agricultural exports to the European region were 1.42 Mn MT, with
a value of approximately USD 1.68 Billion.

Exports to European markets from India have been growing consistently during last decade. Major
markets for Indian exports have been United Kingdom, Netherlands, Germany, Belgium and Spain etc.
Important products, exported to European markets are Basmati Rice; Fresh Grapes; Processed
Vegetables; Processed fruits, juice & nuts; Cashew kernels, guargums, cereal preparation, cucumber
& gherkins (preserved), fresh vegetables and spices (pepper, mint, fenugreek, Chilli, cumin) etc.
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Leading European Destinations for Agricultural Exports from India
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For FPOs, targeting European markets for agricultural export can be a good opportunity, provided they
can develop their supply chain (stating from production, aggregation, packaging, transportation,
logistics etc.) as per the market requirement. Given that stringent quality norms and traceability are
two critical criteria, FPOs need to strengthen their production processes, develop modern
infrastructure, and train their manpower to align with the requirement. In following chapter,
experiences of FPCs, who have either exported or are planning to export to European markets will be
discussed and based on analysis of their learnings, recommendations shall be proposed for developing
strategy to make more FPCs export ready to cater to European markets.
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4. Findings and Observations

For understanding the functioning of FPOs working domain in export segment, five different FPOs
were selected from different parts of the country, representing North, West and South India.
Interaction with a FPOs were coordinated with the help of local APEDA officials in different states. As
discussed in the approach in addition to interactions with the representatives of FPOs, Discussions
were also held with other stakeholders including local APEDA officials, Infrastructure services
providers i.e. pack house operators, logistic partners and packing materials suppliers, local
government officials from different departments, airport officials handling cargo and other concern
stakeholders engaged in export value chain.

Uttar Pradesh -

Uttar Pradesh is a landlocked state and traditionally is not known as major exporter of agricultural
commodities. With the efforts of APEDA local office at Varanasi, which has been set-up recently,
export activities have been initiated and within a year total export of 10000 MT is done with
consignments of fresh vegetables (1250 MT) and rice (approx. 8750 MT) have been exported in last
one year (mostly to UAE, Nepal, Bangladesh, Qatar and some sample consignments to UK and
Australia).

During field visit to Varanasi interactions were held with the APEDA officials, representatives from
Mother Dairy (coordinating with FPOs), in-charge of export pack-house operated by ITC, in-charge of
cargo centre at LBSI airport and management of three FPCs and their member farmers. Some of the
highlights of these interactions have been mentioned as under —

Interaction with the FPCs -

In Varanasi region, different FPOs have been promoted by various agencies as well as there are self-
promoted FPOs. Originally selected two FPOs, namely Ishani Agro Producer Company Limited (IAPCL)
and Jaya Seed Producer Company Limited (JSPCL)are promoted by Foundation for Advancement of
Agriculture and Rural Development (FAARD Foundation). Both FPOs were registered in year 2015-16.
IAPCL has 1000 shareholders with paid up capital of Rs. 15,95,000, and is engaged in business of agri
input marketing, mainly seed marketing and trading of Paddy. Company procures paddy from farmers
and sell it to the millers. IAPCL has also installed infrastructure such as warehousing (10,000 MT) and
seed processing plant. IAPCL had exported three quintals of green peas through an exporter based
out of Mumbai. This export was done to UAE. JSPCL has 400 members as a shareholder. Seed
processing and marketing is the main business of the JSPCL. Company has invested in setting up its
own seed processing plant with assistance from state government under DRISHTI scheme. JSPCL Also
has licenses for trading of seed, pesticide, fertiliser and has also got import export code opened.
Company facilitated export of three containers of mango and around 4 MT of green peas to UAE.
Mango was procured from a single orchard / single farmer only. Export was done by the exporters
from the Mumbai. Both the companies have been able to achieve turnover of approximately INR 25 -
30 lakh during last financial year. Brief description of discussion with the representatives of FPCs have
been provided in the Annexure - 5.
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Interaction with FPO representatives

In addition to above these two FPCs, which were selected for interaction, a third FPC by name of
Trisagar Farmer Producer Company was also approached for discussion. Trisagar is self-promoted
producer company without any help from any support agency. Trisagar is the main FPC engaged in
facilitation of export from the region. As of now Trisagar has been able to organise export of around
eight containers of chili to UAE. However, even Triagar is also not engaged directly in the export,
current export is done through an exporter based out of Mumbai. Trisagar FPC organise all the back-
end activities of aggregating the produce, sorting-grading, packing and transportation of produce to
JNPT, Mumbai. Custom sealing of container is done at JNPT itself.

Some of the important points highlighted by the representatives of FPCs regarding participation in
export of agricultural commodities and specific, export to European markets, are as under —

e Current production practices in the region are mostly traditional and are not aligned to exports
led production system. Because of this, most produce from the region does not qualify export
criteria, specifically to European markets.

e During recent export activities, FPCs organised empty containers from Mumbai, for which they
had to bear extra cost for one side transportation of empty container. This high cost of
transportation put them at a disadvantageous position compared to farmers exporting from states
such as Maharashtra and Karnataka.

e Availability of required infrastructure for handling product is poor. Back-end infrastructure
starting from aggregation of produce at the farm, logistic infrastructure e.g. transportation from
field to pack-houses and pack-houses are almost absent in the area.

e For some of the selected local crop / varieties, such as local rice, which needs specialized
processing facilities are not available locally and this gap restricts exports.

e Amongst farmers and farmers’ producer companies, there is lack of awareness of certification
requirement and export documentation for participating in the export trade.

e FPCs lack availability of trained main power who can handle export operations, starting from
quality control, packaging, logistic, negotiation and documentation and follow-up.

e Although APEDA has organised many buyer-seller meets in the area, FPCs Have not been able to
establish any significant market linkages in major export markets.
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e FPC's are note in position to take market risks, associated with export markets including price
fluctuation, currency fluctuation and payments related risks. This is one of the main reasons
wherein FPC management would prefer to sell their produce at site on a fixed price basis to the
exporters, instead of they themselves participating in the export trade.

e lack of availability of funds with FPCs and poor response from banks and other financial
institutions, for providing loan or access to credit is also a limiting factor for the FPCs to target
export-oriented activities.

Key observations on FPCs —

FPC formed in the area in general, do not have much idea on their roles and responsibilities
towards members, business prospective, long term vision and clarity on way forward.

Most of these FPCs are being run by part-time employed team members or management,
who are otherwise engaged in other income activities such as full-time job with other
companies / enterprise, working at their own farm or running their individual businesses.
Participation and business patronage amongst FPC members is limited. Generally, the FPC's
are being run by individual or a small group of family relatives.

FPC management lacks training on business planning, financial management, compliance
and statutory regulations.

Due to lack of access to credit and finance, FPC's are unable to scale up their business to the
extent, where they can become financially sustainable and compete in the market.

FPC's have very limited or no access to technical manpower for value addition, processing
and accessing export markets.

In absence of exposure to modern businesses practices and technologies; FPC management
in most cases is unable to envision growth prospect for the FPC.

Government has extended its support to the FPCs by providing subsidies for setting up
processing plants such as seed processing and warehousing, now for making these FPCs
viable, technical training, hand holding and marketing linkages support, in form of access to
market information, intelligence and market access is the key for their growth.

APEDA -

As per officials from APEDA, there were no activities of export before 2019 from Varanasi region. Once
APEDA office was started, coordination was initiated with various agencies for facilitating export

)i

activities from the region. These initiatives

Varanasi region, opening up of bottlenecks at the
= airport for export facilitation, including initiating

El By D included introduction of exporters to FPOs in the
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custom clearance facility and quarantine clearance
facility at the airport. APEDA has been able to
register 15 FPOs with them for exports of
agricultural commodities and has organised
various training programs in the Varanasi region
(More than 15 trainings have been conducted by
APEDA for sensitisation and capacity building of
FPOs and exporters). APEDA has also organised

seven International and domestic buyer-seller meets have also been organised in physical and virtual
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form which has facilitated more than 5000 farmers and FPOs to get first-hand exposure of
international markets. The current export destinations for exports from Varanasi and the surrounding
areas are UK, UAE, Bangladesh, Vietnam, and Nepal etc.

Some of the important observations of APEDA officials, with regards to promotion of export through
FPOs from this region, are as below —

e Most of the FPOs are new in the business and they have limited understanding of agricultural
trade in general and export in particular;

e FPOs have very small capital base and have limited access to capital therefore they face major
financial crunch to handle large export orders which require huge working capital;

e Most farmers and representatives of FPOs are not aware of export quality requirements for
different global markets. Farmers are not following Global GAP certification or any other
suitable package of practices for production, which can help them in complying to the export
requirements.

e Required infrastructure is not available at the back end for aggregating the products from
farm and packing as per the norms of various buyers.

e Varanasi region being landlocked area, transportation from here to any nearest seaport makes

product uncompetitive in the
market.

With these above observations, it
was highlighted that the region
has wide range of products which
can be exported to different global
markets, however promotion of
export will need special focus from
the government in terms of
building capacity of farmers and
FPOs for export competitive
production system, infrastructure
for handling export and financial
support for logistic
competitiveness.

Other stakeholders —
During field visit to Varanasi, interactions were also held with other stakeholders facilitating the
agricultural exports. Some of the important stakeholders amongst these are charge of perishable
cargo centre at Raja Talab, Cargo centre in charge at Lal Bahadur Shastri International (LBSI) Airport
Varanasi and officials from mother dairy.

Perishable Cargo centre is being operated by the ITC (e-chaupal), a major private sector player
engaged in agribusinesses. The facility has four cold storages chambers of 100 metric ton each,
automated grading machine and space for sorting, grading, packing and loading. This facility is
available to farmers, Farmer Producer Companies and other enterprises on utilization charges basis.
Farmers can avail cold storage and other facilities at PCC on per day basis wherein, they need to pay
Rs. 0.10 per kg per day, up to 10 days of storage. From 11 day onwards charges are Rs. 1.00 per kg
for one month. In case of entrepreneur, there is charge of X 1 per kg per month. As of now, PCC has
been able to handle one container of mango and two containers of chilli for the export. ITC, under its
CSR activities, is also working with the farmers for promoting good agricultural practices and adoption
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