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ABSTRACT
Background: Farmer Producer Organizations (FPOs) help small and marginal farmers enhance collective action, market access, and rural livelihoods, but many face challenges in becoming self-sustaining due to limited capital, weak governance, and managerial constraints.
Aim: The study aims to examine the major challenges faced by Farmer Producer Organizations (FPOs) in Tamil Nadu and to prioritize strategic interventions that can strengthen their sustainability and long-term viability
Research Gap: While FPOs are widely recognized for enhancing farmers’ bargaining power and market access, empirical studies that systematically prioritize constraints in capitalization, governance, and marketing remain limited, especially in the context of newly established FPOs in Tamil Nadu.
Study Location: The research was conducted across two agro-climatic zones of Tamil Nadu, capturing the diversity of farming systems and socio-economic conditions where FPOs operate.
Sample Size: A total of 30 FPOs were selected as the study sample.
Data Collection: The collected data were analyzed using Garrett’s ranking technique to identify and prioritize the key challenges faced by the sampled FPOs in capitalization, governance, and marketing.
Conclusion: The study finds that most FPOs in their formative years struggle with delayed and complex grant processes, inadequate capitalization, cash flow problems, governance bottlenecks such as licensing delays and frequent CEO turnover, and weak marketing strategies. These constraints collectively undermine organizational stability and growth. To address these issues, the study recommends tailored policy and managerial interventions, including strengthening financial support mechanisms, streamlining governance processes, and adopting innovative marketing approaches, to enhance the sustainability and viability of FPOs in Tamil Nadu.
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1. INTRODUCTION
1.1 Farmer Producer Organization: Farmer Producer Organizations (FPOs) have, in recent years, gained prominence as important institutional platforms for improving the economic agency of small and marginal farmers[1]. By enabling collective action in areas such as input procurement [2], production planning [3], value addition [2] and market linkage [4], FPOs are intended to bridge the persistent gaps that individual farmers face in competitive agri-markets [1]. They also play a significant role in strengthening rural livelihoods by promoting risk-sharing [5], enhancing bargaining power [6] and encouraging local entrepreneurship [7]. However, despite sustained policy support and multiple government-led promotion programs, many FPOs struggle to evolve into robust [8], self-sustaining enterprises [9]. Their growth is often constrained by limited capitalization [10], weak governance structures [11], inadequate managerial skills [12] and challenges in securing stable and profitable market access [13].
1.2 Research gap: Although a substantial body of literature discusses the promise and potential of FPOs, systematic evidence on the lived operational challenges of newly formed FPOs remains limited [14]. In the context of Tamil Nadu, in particular, very few empirical studies explore the specific constraints that early-stage FPOs encounter as they attempt to transition from formation to functional business entities [15]. Existing studies tends to focus on broad success factors or policy frameworks, leaving a gap in understanding the relative severity of financial barriers [16], managerial limitations [17] and marketing-related hurdles that shape their early performance [18]. This lack of granular, field-based insights creates an important gap in both academic knowledge and practitioner-oriented strategies [19].
1.3 Purpose of the study: The objective of this study is to systematically examine the principal challenges faced by nascent FPOs and to prioritize these constraints based on their perceived impact on organizational growth and sustainability. By identifying which issues from capital adequacy and governance mechanisms to market integration and managerial capacity pose the most significant bottlenecks, the study aims to provide actionable insights for policymakers, promoting agencies, and FPO leaders. Ultimately, the research seeks to contribute to the development of targeted interventions that can strengthen early-stage FPOs and enhance their long-term contribution to rural economic development.
2. MATERIALS AND METHODS
2.1 Study location: Tamil Nadu was purposively selected due to its significant agricultural output and prevalence of FPOs. Out of seven agro-climatic zones, North-Western Zone (Zone I) and North-Eastern Zone (Zone II) were chosen for their largest area under millets and oilseeds, respectively.
2.2 Sample Selection Criteria: A probability proportional method was used to select FPOs, ensuring representation across both zones and commodity clusters. 15 FPOs per zone were chosen, reflecting diversity in operational size, membership, market linkages, and financial structures.
2.3 Data collection: Primary data were collected from the 30 FPOs through structured interviews. Key personnel from each FPO were asked to rank the challenges and constraints they face in areas such as capitalization, governance, and marketing.



Figure 1. Sampling Distribution of Farmers
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2.4 Data Analysis: 
2.4.1 Henry Garrett Ranking Technique: The Henry Garrett Ranking Technique was used to prioritize constraints and recommendations affecting FPO viability [20]. FPO officials ranked challenges and suggested interventions in order of importance. Each rank was converted into a percentage position and corresponding Garrett score, and the mean scores were calculated to determine the final ranking. This approach provided a clear, systematic assessment of key obstacles and strategic actions for enhancing FPO performance.

Where, 
	Rij = Rank given for the ith item by the jth individual 
	Nj = Number of items ranked by the jth individual

3. Results and Discussion
[bookmark: _Hlk154310111][bookmark: _Toc154403364][bookmark: _Hlk158210775]3.1 Overview of Sample FPOs: The study covered 30 Farmer Producer Organizations (FPOs) operating in different districts of Tamil Nadu, representing two major commodity clusters, namely millets and oilseeds. Among them, 15 FPOs were primarily engaged in millet production and value chain activities, while the remaining 15 focused on oilseed cultivation and marketing. The sampled FPOs were promoted by different supporting agencies including Tamil Nadu Small Farmers Agribusiness Consortium (TNSFAC) (17 FPOs), National Bank for Agriculture and Rural Development (NABARD) (9 FPOs), National Agricultural Cooperative Marketing Federation of India (NAFED) (3 FPOs), and Small Farmers Agribusiness Consortium (SFAC) (1 FPO). These agencies, through their respective Resource Institutions (RIs) and Community-Based Organizations (CBOs), played a crucial role in mobilizing farmers, facilitating group formation, and strengthening institutional capacity. The sampled FPOs had operational experience ranging from 2 to 7 years and consisted predominantly of small and marginal farmers engaged in collective input procurement, aggregation, and marketing of agricultural produce. Most of these FPOs are currently in the early stages of institutional development, focusing on strengthening governance structures, improving market linkages, and enhancing financial sustainability.
In order to systematically examine the constraints faced by Farmer Producer Organizations (FPOs), the study categorized the challenges into three key functional dimensions: capitalization, internal governance, and market exploration. These dimensions were selected based on insights from existing literature on FPO performance and discussions with Resource Institutions and FPO functionaries during the preliminary field investigation. The literature widely identifies access to finance, institutional governance capacity, and market linkage development as the most critical determinants of FPO sustainability and operational efficiency. Although FPOs may encounter several other constraints such as inadequate infrastructure, limited technical knowledge, and logistical barriers, the present study focuses on these three dimensions because they directly influence the organizational viability and economic performance of FPOs. To prioritize the specific constraints within each dimension, the Garrett Ranking Technique was employed to convert respondents’ rankings into mean Garrett scores, enabling the identification of the most significant challenges faced by the sampled FPOs.
3.2 Challenges faced by the FPO on capitalization: Capitalization remains a critical challenge for Farmer Producer Organizations (FPOs), and addressing these financial bottlenecks is essential for ensuring sustained growth and operational effectiveness [21]. The Garrett ranking results indicate that untimely government grant disbursement (67.30) emerged as the most significant constraint (Rank 1), as many sampled FPOs rely heavily on government grants for their initial working capital and operational support. Delays in grant release often disrupt key activities such as procurement, input supply, and marketing operations, thereby affecting the financial stability of FPOs. Other important constraints identified include complex grant application procedures (62.50), limited availability of funding sources (58.50), insufficient cash flow (49.60), and restricted initial capital (40.70) received the lowest rank, indicating that it was perceived as a comparatively less severe constraint by the sampled FPOs. This may be because many of the FPOs had received initial financial support through promoting agencies and government-backed schemes, which helped them mobilize basic startup capital during the early stages of formation.

Table 1. Challenges faced by the FPO on capitalization
	S. No
	Particulars
	Mean score
	Rank

	1
	Grants provided by the government are untimely
	67.30
	1

	2
	Complex grant application processes
	62.50
	2

	3
	Scarce sources of funding
	58.50
	3

	4
	Inadequate cash flow
	49.60
	4

	5
	Limited initial capital
	40.70
	5


To mitigate these constraints, it is imperative to streamline the grant disbursement process, simplify application requirements, and diversify funding channels. Additionally, strengthening financial management and exploring innovative avenues for initial capital such as seed funding schemes, strategic partnerships with financial institutions, and alliances with agribusiness stakeholders can substantially enhance the financial stability and resilience of FPOs [22].
3.3 Challenges faced by the FPO on internal governance: Internal governance remains a critical dimension for the effective functioning and long-term growth of Farmer Producer Organizations (FPOs). The foremost challenge, as indicated by a Garrett mean score of 78.57, is the delay in obtaining licenses and permits, which impedes seamless operations. This ranked highest in the surveyed areas due to administrative delays and regulatory complexities that hinder FPOs from initiating key business activities such as aggregation, processing, and marketing operations. This is followed by frequent resignations or temporary appointments of the Chief Executive Officer (CEO), scoring 52.80, highlighting the instability in leadership. Other significant challenges include ineffective business planning (52.20), inadequate succession planning for leadership roles (45.87), and a communication gap between leadership and members (41.70). Additional issues involve limited training and capacity-building programs for the governing body (41.37) and suboptimal participation of farmers (40.50).
Table 2. Challenges faced by the FPO on internal governance
	S. No
	Particulars
	Mean score
	Rank

	1
	Delays in obtaining licenses and permits impede
	78.57
	1

	2
	Frequent resignations or transfers of the chief executive officer (CEO)
	52.80
	2

	3
	Poor business planning
	52.20
	3

	4
	Inadequate succession planning for leadership roles
	45.87
	4

	5
	Communication gap between leadership and members
	41.70
	5

	6
	Limited training and capacity-building programs for governing body
	41.37
	6

	7
	Poor participation of farmers
	40.50
	7


Addressing these internal governance challenges is essential to strengthen organizational resilience and operational effectiveness [23]. Recommended interventions include expediting licensing processes, implementing CEO retention and stability strategies, enhancing strategic business planning, establishing robust succession frameworks, bridging communication gaps to foster trust, providing targeted training for governing bodies, and promoting active farmer participation to ensure alignment with community needs and aspirations.
3.4 Challenges faced by the FPO on exploring new market avenue: Exploring new market avenues poses significant challenges for Farmer Producer Organizations (FPOs), which are critical for their growth and competitiveness. The highest-ranked challenge is developing effective marketing strategies (66.20). This ranked first in the surveyed areas because many FPOs are relatively new and lack professional marketing expertise, making it difficult to design structured marketing plans, promote their products, and compete with established traders and private agribusiness firms. The second major challenge identified was identification of profitable market segments (64.10), followed by procurement difficulties due to limited funds and strict quality standards (57.63). Other constraints include inability to match competitors’ pricing (50.97), limited access to distribution networks (50.30), and lack of cold storage and processing facilities (45.43). FPOs also face difficulty in meeting export standards (40.17). In contrast, weaker value chain integration (29.20) received the lowest rank among the identified constraints. This comparatively lower ranking may be attributed to the fact that several FPOs in the surveyed areas are still in the early stages of development and primarily focus on local market linkages rather than broader value chain integration.
[bookmark: _Hlk209881751]Table 3. Challenges faced by the FPO on exploring new market avenue
	S. No
	Particulars
	Mean score
	Rank

	1
	Developing marketing strategies
	66.20
	1

	2
	Identification profitable market segments
	64.10
	2

	3
	Limited funds and strict quality standards posed procurement challenges 
	57.63
	3

	4
	Inability to match or undercut competitors' pricing
	50.97
	4

	5
	Limited access to distribution networks
	50.30
	5

	6
	Access to cold storage and processing facilities
	45.43
	6

	7
	Difficulty to meet export standards
	40.17
	7

	8
	Weaker value chain integration
	29.20
	8


To overcome these multifaceted obstacles, FPOs must adopt a comprehensive and strategic approach to market development. This includes formulating well-structured marketing plans that clearly define objectives, identify target audiences, and leverage both traditional and digital marketing channels. They should focus on identifying and prioritizing profitable market segments, ensuring resources are allocated efficiently to the most promising opportunities. Optimal utilization of available funds is critical to sustain procurement, production, and marketing operations while maintaining financial stability. In addition, FPOs must adopt competitive pricing strategies to remain viable against rival producers and traders, while simultaneously enhancing the reach and efficiency of distribution networks to ensure products can access a wider consumer base. Investments in cold storage, processing units, and other post-harvest infrastructure are essential to reduce losses, maintain quality standards, and meet market demands. Finally, strengthening value chain linkages including partnerships with input suppliers, processors, and retail channels will allow FPOs to integrate more effectively into broader supply chains, improve bargaining power, and ultimately capitalize on emerging market opportunities in a sustainable and resilient manner [11].
3.5 Recommendations to enhance FPO performance: The strategic recommendations derived from consultations with officials of the sample FPOs provide valuable insights for enhancing organizational performance and sustainability. The highest-priority recommendation emphasizes the streamlining of subsidy distribution (67.60) to ensure timely and efficient financial support to members. Closely following is the prompt release of grants (63.80), which is essential for sustaining operational activities and fostering growth. Facilitating licenses for farm input services and trading during FPO registration (61.73) highlights the importance of easing regulatory procedures to enable smooth functioning.

Table 4. Recommendations to enhance FPO performance
	S. No
	Particulars
	Garret Score
	Rank

	1
	Streamlining subsidy distribution 
	67.60
	1

	2
	Timely release of grants
	63.80
	2

	3
	Licenses for farm inputs service and trading during FPO registration
	61.73
	3

	4
	Government endorsement for sales
	54.20
	4

	5
	Government-led advertising initiatives
	48.37
	5

	6
	Collaborate with other FPOs.
	47.80
	6

	7
	Extended support for management costs
	44.77
	7

	8
	Warehouse development
	42.80
	8

	9
	Encouraging custom hiring centres
	37.63
	9

	10
	Skill development training centers at FPO level
	36.30
	10


Further recommendations include securing government endorsement for sales (54.20) to promote FPO products through institutional channels, and implementing government-led promotional campaigns (48.37) to enhance market visibility. Collaboration with other FPOs (47.80) is suggested to leverage collective resources and strengthen impact on farmer livelihoods. Additional measures such as extended support for management costs (44.77), development of warehouses (42.80), and the establishment of custom hiring centers (37.63) are critical for operational efficiency and modernization of agricultural practices. Finally, the creation of skill development and training centers at the FPO level (36.30) is recommended to empower members, improve capacity, and contribute to sustainable rural development. In contrast, establishing skill development training centers at the FPO level (36.30) received the lowest rank. This comparatively lower ranking may be attributed to the fact that in recent years the Government of India and state governments have introduced several skill development and capacity-building programs through institutions such as NABARD, SFAC, and other extension agencies, which already provide training support to FPO members and functionaries. As a result, the immediate need for establishing separate training centers at the FPO level was perceived as less critical by respondents in the surveyed areas
4. Conclusion: FPOs in Tamil Nadu play a pivotal role in enhancing smallholder farmers’ market access, bargaining power, and overall livelihoods. However, the study reveals that these organizations, particularly in their formative years, face significant challenges across capitalization, internal governance, and market expansion. Key constraints include delayed and complex government grants, limited funding, cash flow issues, leadership instability, licensing delays, weak communication, and restricted access to distribution networks and infrastructure. Gender disparities in membership and leadership, although improving, remain an area requiring attention. The analysis underscores the necessity of strategic interventions to strengthen FPO performance. Streamlining financial support mechanisms, simplifying regulatory and licensing processes, enhancing business planning, and fostering leadership stability are critical for effective governance. Simultaneously, adopting innovative marketing strategies, identifying profitable market segments, expanding distribution networks, investing in storage and processing facilities, and strengthening value chain linkages can enable FPOs to explore new market opportunities successfully. Collaboration among FPOs, targeted skill development programs, and active farmer participation further contribute to operational efficiency and sustainability. Overall, addressing these multifaceted challenges through holistic, well-coordinated policy, institutional, and managerial interventions can significantly enhance the viability, resilience, and long-term sustainability of FPOs in Tamil Nadu, ensuring that they continue to empower smallholder farmers and contribute meaningfully to rural development.
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