THEINDIAN EXPRESS, THURSDAY, MARCH 11,2021

9 | THE IDEAS PAGE

The push small farmers need

Farmer producer organisations could be a solution to agrarian distress if
they are helped to access credit and markets
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ONEOFTHE reasons for agrarian distress s the
declining average size of farm holdings. The
average farm size declined from 2.3 hectares
(ha)in 1970-71 t0,1.08 hain 2015-16.The share
of small and marginal farmers increased from
70 per cent in 1980-81 to 86 per centin 2015-
16. At the state level, the average size of farm
holdings in 2015-16 ranged from 3.62 hain
Punjab, 2.73 in Rajasthan and 2.22 in Haryana
to 0.75 in Tamil Nadu, 0.73 in Uttar Pradesh,
039inBiharand 0.18 in Kerala.

Small farmers face several challenges in
getting access to inputs and marketing facili-
ties. Anumber of innovative institutional mod-
els are emerging and there are many opportu-
nities for small and marginal farmers inIndia,
Agrouporcollective is one of the maininstitu-
tional mechanisms to help the country’smar-
ginal and small farmers.

In the last decade, the Centre has encour-
aged farmer producer organisations (FPOs) to
help farmers, Since 2011, it has intensively pro-
moted FPOs under the Small Farmers’ Agri-
Business Consortium (SFAC), NABARD, state
governments and NGOs. The membership of
anFPOranges from 100 to over 1,000farmers.
Mostofthese farmers have small holdings. The
ongoing support for FPOs js mainly in the form
of, one, a grant of matching equity (cash infu-
sionofuptoRs 10lakh)toregistered FPOs, and
two, a credit guarantee cover to lending insti-
tutions (maximum guarantee cover 85 per
centofloans not exceeding Rs 100 lakh). India
has5,000t0 7,500such entities as per different
estimates and a majority of thern are farmer
producer companies. The budget for 2018-19
announced supporting measures for FPOs in-
cluding a five-year tax exemption while the
budget for 2019-20 talked of setting up 10,000
more FPOs in the next five years.

Experience shows a mixed performance of
FPOsinthe last decade, Some estimates show
that 30 per cent of these are operating viably
while 20 percent are struggling to survive. The
remaining 50 per cent are still in the initial
phase of mobilisation and business planning.
FPOs in Gujarat, Maharashtra and Madhya
Pradesh, Rajasthan and some other states have
shown encouragingresultsand have been able
to realise higher returns for their produce. For
example, tribal women in the Pali district of
Rajasthan formed a producer company and
they are getting higher prices for custard ap-
ples. In Tamil Nadu, under collective farming,
5o far, six lakh small and marginal farmers have
been integrated into 6,000 farmer producer
groups at an outlay of Rs 300 crore. The gov-
ernment has unveiled a policy in February
2020 to benefit FPOs.

NABARD has undertaken a field study on
the benefits of FPOs in Punjab and Madhya
Pradesh. The study shows thatin nascent FPOs,
the proportion of farmer members contribut-
ing to FPOs activities is 20-30 per cent while
for the emerging and mature FPOs it is higher
atabout 40-50 per cent.

Devesh Roy and his co-authors at the
International Food Policy Research Institute
(IFPRI)have undertaken a comparative study
of FPOs in Maharashtra and Bihar. In
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Maharashtra, some of the FPOs have organi-
cally evolved (OFPOs) when farmers have
taken the lead to adopt market-oriented prac-
tices, develop cost-effective solutions in pro-
duction and marketing. In the case of Bihar,
almostall FPOs have been promoted (PFPOs
The table shows benefits of FPOs for gross in-
come and productivity. The survey reveals
that 98 per cent of the respondents for OFPOs
report an increase in gross income while only
2 per cent indicate decline in the same, For
PFPOs, 64 per cent report an increase in gross
income while 27 per cent report no change
in income. In contrast to these two groups,
only 32 per cent of the non-members indi-
cate an increase in gross income. Similar
numbers can be seen for productivity. These
results show that FPOs are doing better than
non-FPO farmers and within FPOs, organi-
cally evolved FPOs are more beneficial than
pushed or promoted FPOs.

Studies of NABARD show that there are
some important challenges for building
sustainable FPOs. Some of these are lack of
technical skills, inadequate professional
management, weak financials, inadequate
access to credit, lack of risk mitigation
mechanism and inadequate access to mar-
ket and infrastructure,

Some studies show that we need more
than one lakh FPOs for a large country like
India while we currently have less than
10,000. Among other things, we emphasise
on three issues for the improvement of FPOs
in order to help the small farmers. First, the
above issues such as working capital, mar-
keting, infrastructure have to be addressed
while scaling up FPOs. Getting credit is the
biggest problem. Banks must have structured
products for lending to FPOs. These organisa-
tions lack professional management and,
therefore, need capacity building. Second,

Chianges In grossincoma (hrespondents) [Changesin Productivity (%% iespadidents)
Increase | Decrease | NoChange| Increase | Decrease | NoChange
Pramoted 64 E] 27 56 5 38
FPOs (PFPDs)
Crrgonkaally evolved 98 0 2 97 0 3
FPOs (OFPOs) -
NonFPO 32 a4 El 28 40 a2

Some studies show that we
need more than one lakh
FPOs for alarge country like
India, while we currently
have less than 10,000. We
emphasise three issues for
the improvement of FPOs in
order to help the small
farmers, First, issues such as
working capital, marketing,
infrastructure have to be
addressed while scaling up
FPOs, Getting credit is the
biggest problem. Banks must
have structured products for
lending to FPOs, These
organisations lack
professional management
and, therefore, need
capacity building,

“~  Note: Sample: PFPOs=303; OFPOs=99; Non-member=171 Source: Devesh Roy et al, IFPRI, 2020
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they have to be linked with input companies,
technical service providers, marketing/pro-
cessing companies, retailers etc. They need a
lot of data on markets and prices and other
information and competency in information
technology. Third, FPOs can be used to aug-
ment the size of the land by focusing on
grouping contiguous tracts of land as far as
possible — they should not be a mere group-
ing of individuals. Women farmers also can
be encouraged to group cultivate for getting
better returns. FPOs can also encourage con-
solidation of holdings.

To conclude, FPO seemsto be animportant
institutional mechanism toorganise smalland
marginal farmers. Aggregation can overcome
the constraint of small size, They can’t com-
pete with large corporate enterprises in bar-
gaining. The real hope is in farmer producer
organisations (FPOs) that allow members to
negotate as a group and can help small farm-
ersinbothinputand outputmarkets. The FPOs
have to be encouraged by policy makers and
other stakeholders apart from scaling up
throughout the country tobenefit particularly
the small holders.

While small farmers gain greater bargain-
ing power through FPOs inrelation to the pur-
chaseofinputs, obtaining creditand selling the
produce, the fundamental problem of the
small size of holdings giving only a limited in-
come is not resolved. While incomes will rise
because of the benefits flowing from FPOs, they
may not still be adequate to give a reasonable
income to small and marginal farmers Thatis-
sue has to be handled separately.

Rangarajan is former chairman, Economic
Advisory Council to the Prime Minister and
former governor, RBI. Dev is director and vice
chancellor, Indira Candhi Institute of
Development Research
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