Financial Performance of Farmer Producer Organizations in Tamil Nadu
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ABSTRACT 	Comment by Hassana Shuaibu: Abstract is culturally not to be segmented, however, its contents should indicate statement of problem, objectives of research, methods, results/findings, relevance of the result, conclusion and recommendations.

	Aims: To measure the financial performance of Farmer Produce Organizations (FPOs) in Tamil Nadu. 
Study design: Analytical research method with the usage of primary and secondary data
Place and Duration of Study: The study was conducted among twenty sample farmer producer organizations by collecting information from financial reports of FY2019 and FY2024    	Comment by Hassana Shuaibu: Define the abbreviations in the first instance
Methodology: Twenty farmer producer organizations were selected and financial ratio analysis was used to study the financial performance of farmer producer organizations in two time period viz., FY2019 and FY2024. Altman Z score model was used to assess the financial stability and bankruptcy risk of the organization. Regression analysis was used to identify the critical factors influencing the profitability of FPOs.
Results: The results of financial performance analysis showed that nearly 50 per cent of the sample farmer producer organization improved their performance during the study period. However, nearly 20 per cent of organization achieved more than 10 per cent of return on equity (RoE). Further, about 15 per cent of sample FPOs achieved above 5 per cent of return on Assets (RoA). The Altman Z Score analysis revealed that 45 per cent of sample FPOs maintained financially robust positions with low bankruptcy risks. In contrast, 40 per cent of sample FPOs were in grey zone reflected uncertain financial future and 15 per cent FPOs were under distress zone. The regression analysis indicated that the retailing of farm inputs and outputs were significantly influencing the profitability of FPOs. Further, income from non-core business was also significantly influencing the profitability of FPOs.	Comment by Hassana Shuaibu: reflecting
Conclusion: The results of the study revealed that nearly 50 percent of the FPOs improved their performance. However, about 15 per cent of FPOs were in the distress zone and 40 per cent of FPOs were in the grey zone. Retailing of farm inputs and outputs, and income from non-core business had positively influenced the financial performance of FPOs in the study area.



Keywords: Farmer Producer Organizations, Financial Performance, Ratio analysis, Return on Equity (RoE), Altman Z Score, Regression Analysis, Tamil Nadu, India	Comment by Hassana Shuaibu: keywords or sentences are customarily arranged alphabetically

1. INTRODUCTION

Indian Agriculture is dominated by marginal and small farmers (92 percent) and average size of their operational holding is estimated to be 0.38 and 1.42 hectares respectively (Government of India, 2020). Despite a strong advantage in land productivity and much better production performance, smallholders earn an awfully low amount of income from agriculture because of smaller land holding. Further, smaller operational holding resulted in very low marketable surplus leading to low bargaining power in the markets (Manjula, 2021). Hence, small farmers were forced to go for distress sale in order to pay back the credit availed, or to meet their family obligations. This situation is often exploited by traders and with the result farmers do not get the right price for their produce. Grouping the farmers is also considered to be a viable alternative to help in realizing the advantages of scale economy which became more and more relevant in the light of changing situation. 	Comment by Hassana Shuaibu: no more indenting of paragraph.	Comment by Hassana Shuaibu: There should be a coma (,) sign before the word ‘respectively’

In recent years, Government of India promoted Farmer Producer Organizations (FPOs) by amending the Companies Act 2013, to overcome the challenges of low farm output and less bargaining power in the market. However, more than 44,547 FPOs had been started in the country over the years. Maharashtra, Uttar Pradesh, Madhya Pradesh, Karnataka and Tamil Nadu occupied top five position in FPO formation and accounted two third of the FPOs established in the country (TCI,2026). However, it is reported that nearly 32.8 per cent of FPOs were not carrying out any business operations in the country (Joshi, 2022) and 51 per cent of FPOs were non tax compliant to Ministry of Corporate Affairs (TCI, 2026). Among the states in the country, Tamil Nadu is a leading states in promoting FPOs with more than 2000 FPOs and hence it is necessary to study the performance of FPOs in the state. In this context, measurement of financial performance of FPO would be important for policy development and promotion. Hence, the present study is aimed to study the financial performance of Farmer Producer Organizations (FPOs) in Tamil Nadu.	Comment by Hassana Shuaibu: Insert the word ‘for’	Comment by Hassana Shuaibu: Insert hyphen (-) sign	Comment by Hassana Shuaibu: Delete ‘s’

2. METHODOLOGY 
	
For the present study, twenty Farmer Producer Organization (FPOs) with more than ten years of operation were selected from the western agro climatic zone of Tamil Nadu. The primary information was directly collected from the FPOs and financial information was collected from the financial reports of the year FY2019 and FY2024. 	Comment by Hassana Shuaibu: Replace with ‘In this study’


2.1. Financial Ratio Analysis

	Financial ratio analysis was used to measure the financial performance of the FPOs. Important ratios like Net Profit Margin Ratio, Return on Equity (RoE) and Return on Assets (RoA) were selected for this study. The financial information from balance sheet and income statements of the two selected periods were used to conduct the financial analysis.

2.1.1.Net Profit Margin Ratio	Comment by Hassana Shuaibu: Do not underline
Remove the dot after the number ‘1’

The net profit margin ratio provides a valuable understanding of the cost and profit structure of the firm and enable to identify the sources of business efficiency or inefficiency. The net profit margin ratio is defined as; Net Profit Margin Ratio = Net Profit/Net Sales	Comment by Hassana Shuaibu: Equation editor should be utilise on all formulae

2.1.2. Return on Equity (RoE)	Comment by Hassana Shuaibu: Do not underline
Remove the dot after the number ‘2’


	It is a measure of great interest to equity shareholders which is the ratio of profit after tax and all contributions made by equity shareholders. This ratio is also called the return on net worth. It is defined as Return on Equity (RoE) = Equity earning /Average Equity	Comment by Hassana Shuaibu: Equation editor should be utilise on all formulae

2.1.3. Return on Assets (RoA)	Comment by Hassana Shuaibu: Do not underline
Remove the dot after the number ‘3’


It represents the efficiency of assets employees in a company which is defined as (RoA) = Profit after tax/Average total assets.	Comment by Hassana Shuaibu: Use equation editor

2.2. Altman Z-Score Model	Comment by Hassana Shuaibu: Remove the dot after the last 2

The Altman Z-Score model was employed to assess the financial stability and bankruptcy risk of each sample FPO. Developed by Altman (1968), this model uses a weighted combination of five financial ratios to generate a composite stability score. The formula is:	Comment by Hassana Shuaibu: Given as:
Z = 1.2X1 + 1.4X2 + 3.3X3 + 0.6X4 + 1.0X5	Comment by Hassana Shuaibu: Use equation ditor
Where:
Z = Overall Index
X1 = Working Capital / Total Assets
X2 = Retained Earnings / Total Assets
X3 = Earnings before Interest and Taxes / Total Assets
X4 = Market Value of Equity / Total Liabilities
X5 = Sales / Total Assets

2.3. Regression Analysis
Regression analysis was used to establish relationship between profit of the FPOs and income from retailing of input and output, operational years and income from non-business activities. Regression model of following functional form was employed to establish the relationship between selected dependent and independent variables.	Comment by Hassana Shuaibu: Insert ‘the’
Y = α + β₁X₁ + β₂X₂ + β₃X₃ + β₄X₄ + εᵢ	Comment by Hassana Shuaibu: Use equation editor
Where:
Y = Annual Profit of the sample FPO (Rs.)
α = Intercept 
β₁ – β₄ = Regression coefficients
X₁ = Income from retailing of farm inputs (Rs.)
X₂ = Income from retailing of FPO outputs (Rs.)
X₃ = Income from non-core business activities (Rs.)
X₄ = Years of operation of the FPO (Numbers)
εᵢ = Error term
3. RESULTS AND DISCUSSION
3.1. Financial Performance Analysis 	Comment by Hassana Shuaibu: Remove the dots after the number ‘1’ in both lines
3.1.1. Profitability of FPOs
	Net profit earned by Farmer Producer Organisations (FPO) is an important indicator that reflects the performance of FPOs in a particular year. Hence, net profit of the FPOs was compared in two study periods and the results are presented in the Table 1.	Comment by Hassana Shuaibu: Insert ‘ás’
	Among the sample FPOs, number of profitable FPOs increased to 16 numbers (80 per cent) in FY 2024 from 12 FPOs (60 per cent) in FY 2019. However, two profitable FPOs (5 per cent) turned loss making in FY 2024 and another two FPOs continued to be loss making in both periods. Among the eight loss making FPOs, six FPOs became profitable in FY 2024. As a positive note, 10 FPOs (50 per cent) were continued to be profitable during both periods. FPOs increased their turnover also increased their profit during the study period. Mohanasundari et.al., (2024) also reported that average growth rate of net profit increased with increase in the annual turnover of the FPOs. From the results, it is concluded that the sample FPOs had improved their performance during the study period. 	Comment by Hassana Shuaibu: delete	Comment by Hassana Shuaibu: delete	Comment by Hassana Shuaibu: delete	Comment by Hassana Shuaibu: itelize
reove the dot after ‘et’
remove the coma (,) after the full-stop in front of ‘al’	Comment by Hassana Shuaibu: Delete and replace with, ‘The outcome revealed that the sample FPOs had improved their performance during the study period’


Table 1. Performance of Sample FPOs based on Net Profit (Rs/Year)
	S.No
	Name of FPC
	FY 2019
	FY 2024
	Absolute Change 

	1.
	Coimbatore Coconut PC
	39,932
	3,09,738
	+

	2.
	Vinayaka FPC
	44,446
	2,70,972
	+

	3.
	Siruvani FPC
	3,318
	1,44,122
	+

	4.
	Shri Venkateswara FPC
	6,388
	1,16,606
	+

	5.
	Vasishta FPC
	31,940
	97,095
	+

	6.
	Negamam FPC
	8,912
	20,523
	+

	7.
	Pasumai FPC
	21,896
	16,847
	-

	8.
	Erode Precision FPC
	7,27,206
	1,13,236
	-

	9.
	Sri Aranganathar FPC
	46,722
	20,668
	-

	10.
	Kazhani FPC
	1,13,165
	1,000
	-

	11.
	Nallaru FPC
	-34,451
	4,23,266
	+

	12.
	Udumalpet FPC
	-12,542
	1,39,755
	+

	13.
	Perundurai FPC
	-6,89,977
	74,299
	+

	14.
	Dimbam Dhanya FPC
	-3,22,029
	31,090
	+

	15.
	Malaimillets FPC
	-4,29,690
	27,969
	+

	16.
	Aram FPC
	-47,921
	2,019
	+

	17.
	Ulavan FPC
	6,60,524
	-6,48,827
	-

	18.
	Paasam FPC
	3,55,234
	-3,17,606
	-

	19.
	Noyyal FPC
	-20,319
	-1,10,301
	-

	20.
	Annur FPC
	-81,587
	-2,35,529
	-



3.1.2. Net Profit Margin Ratio Analysis	Comment by Hassana Shuaibu: Do not underlined
Remove dot after the figure ‘2’
	Net Profit Margin analysis indicates proportion of net profit to total revenue, which shows the proportion of margin from total revenue. To understand the profitability of FPOs Net profit margin ratio was worked out and the results are presented in Table 2.	Comment by Hassana Shuaibu: The whole of these should have come at the methology section	Comment by Hassana Shuaibu: Insert coma (,) sign here	Comment by Hassana Shuaibu: Insert ‘as’

The Net Profit Margin Ratio analysis revealed that only a small proportion of sample FPOs could be considered financially viable based on this metric alone. Udumalpet FPC achieved the highest profit margin in FY 2024 at 6.78, while Siruvani FPC recorded a remarkable improvement from 0.14 to 1.72 over the study period. The deeply negative margins exhibited by Ulavan FPC (–27.97) and Noyyal FPC (–14.54) in FY 2024 indicate severe operational deficiencies requiring immediate managerial attention.	Comment by Hassana Shuaibu: indicating

Table 2: Performance of Sample FPOs based on Net Profit Margin Ratio
	S.No
	Name of FPO
	FY 2019
	FY 2024
	Absolute Change

	1.
	Coimbatore Coconut PC
	0.73
	0.82
	+

	2.
	Vinayaka FPC
	0.82
	0.50
	+

	3.
	Siruvani FPC
	0.14
	1.72
	+

	4.
	Shri Venkateswara FPC
	0.29
	0.82
	+

	5.
	Pasumai FPC
	0.38
	0.74
	+

	6.
	Vasishta FPC
	0.42
	0.63
	+

	7.
	Negamam FPC
	0.31
	0.20
	–

	8.
	Sri Aranganathar FPC
	1.80
	0.17
	–

	9.
	Erode Precision FPC
	0.67
	0.08
	–

	10.
	Kazhani FPC
	1.92
	0.005
	–

	11.
	Nallaru FPC
	0.65
	0.62
	–

	12.
	Udumalpet FPC
	–1.64
	6.78
	+

	13.
	Perundurai FPC
	–24.13
	0.80
	+

	14.
	Dimbam Dhanya FPC
	–76.89
	0.56
	+

	15.
	Malaimillets FPC
	–16.72
	0.39
	+

	16.
	Aram FPC
	–12.99
	0.003
	+

	17.
	Paasam FPC
	13.32
	–2.58
	–

	18.
	Ulavan FPC
	12.05
	–27.97
	–

	19.
	Annur FPC
	–15.39
	–5.69
	–

	20.
	Noyyal FPC
	0.00
	–14.54
	–



3.1.3. Return on Equity (RoE) Analysis	Comment by Hassana Shuaibu: do not underlined
remove dot after the figure ‘3’

	The return on equity is the return generated to the equity capital contributed by the shareholders. It shows the return to the shareholders from the company which motivates them to invest further. Hence, Return on Equity (RoE) was calculated for the sample FPOs and the results are presented in the Table 3. 	Comment by Hassana Shuaibu: should be at the methodology	Comment by Hassana Shuaibu: insert ‘as’

Table 3: Performance of Sample FPOs based on Return on Equity (RoE) (%)
	S.No
	Name of FPO
	FY 2019	Comment by Hassana Shuaibu: do not aligned properly
	FY 2024
	Absolute Change

	1.
	Coimbatore Coconut PC
	0.25
	10.96
	+

	2.
	Siruvani FPC
	0.45
	10.07
	+

	3.
	Vinayaka FPC
	3.52
	7.90
	+

	4.
	Shri Venkateswara FPC
	2.68
	7.90
	+

	5.
	Vasishta FPC
	3.59
	6.83
	+

	6.
	Negamam FPC
	4.41
	1.78
	–

	7.
	Sri Aranganathar FPC
	1.53
	0.65
	–

	8.
	Erode Precision FPC
	5.41
	0.47
	–

	9.
	Pasumai FPC
	5.58
	0.09
	–

	10.
	Kazhani FPC
	10.10
	0.01
	–

	11.
	Nallaru FPC
	–34.45
	42.32
	+

	12.
	Udumalpet FPC
	–1.32
	13.87
	+

	13.
	Perundurai FPC
	–20.21
	2.59
	+

	14.
	Malaimillets FPC
	–45.46
	1.62
	+

	15.
	Dimbam Dhanya FPC
	–41.14
	3.83
	+

	16.
	Aram FPC
	–4.79
	0.002
	+

	17.
	Paasam FPC
	15.16
	–4.46
	–

	18.
	Ulavan FPC
	13.04
	–10.49
	–

	19.
	Annur FPC
	–10.19
	–29.44
	–

	20.
	Noyyal FPC
	0.00
	–15.76
	–



Return on equity analysis revealed that nearly 20 per cent of sample FPOs achieved RoE values above 10 per cent in FY2024, which might be considered a benchmark for adequate shareholder return. The most impressive RoE improvement was recorded by Nallaru FPC, which recovered from a deeply negative RoE of –34.45 in FY2019 to a positive 42.32 in FY2024. Coimbatore Coconut PC and Siruvani FPC similarly demonstrated substantial improvements, reaching RoE values of 10.96 and 10.07 respectively.	Comment by Hassana Shuaibu: insert a coma (,) sign

3.1.4. Return on Assets (RoA) Analysis	Comment by Hassana Shuaibu: do not underlined
remove dot after figure ‘4’
	
Return on assets revealed the total return of the company over the value of assets employed. It shows the efficiency of assets used for income generation. Hence, RoA for the sample FPOs were calculated and the results are presented in Table 4. 	Comment by Hassana Shuaibu: should be at the methodology	Comment by Hassana Shuaibu: insert ‘as’
Table 4: Performance of Sample FPOs based on Return on Assets (RoA) (%)
	S.No
	Name of FPO
	FY 2019
	FY 2024
	Absolute Change

	1.
	Coimbatore Coconut PC
	1.90
	3.25
	+

	2.
	Siruvani FPC
	0.38
	5.01
	+

	3.
	Shri Venkateswara FPC
	2.00
	2.45
	+

	4.
	Vinayaka FPC
	2.04
	2.17
	+

	5.
	Negamam FPC
	1.45
	0.57
	+

	6.
	Vasishta FPC
	0.31
	0.66
	+

	7.
	Erode Precision FPC
	2.86
	0.30
	–

	8.
	Sri Aranganathar FPC
	0.89
	0.25
	–

	9.
	Pasumai FPC
	1.32
	0.84
	–

	10.
	Kazhani FPC
	5.65
	0.01
	–

	11.
	Nallaru FPC
	–7.73
	11.05
	+

	12.
	Udumalpet FPC
	–1.95
	9.12
	+

	13.
	Perundurai FPC
	–14.83
	1.26
	+

	14.
	Malaimillets FPC
	–50.21
	0.63
	+

	15.
	Dimbam Dhanya FPC
	–38.58
	1.71
	+

	16.
	Aram FPC
	–4.80
	0.002
	+

	17.
	Paasam FPC
	30.87
	–2.11
	–

	18.
	Ulavan FPC
	7.76
	–6.82
	–

	19.
	Noyyal FPC
	–2.97
	–16.41
	–

	20.
	Annur FPC
	–9.36
	–19.07
	–



About 15 per cent of sample FPOs achieved Return on Assets values above 5 per cent in FY2024, indicating efficient asset utilization in generating profits. Nallaru FPC demonstrated the most dramatic turnaround, with RoA improving from –7.73 to 11.05, representing about 18.78 percentage point improvement. The persistently negative RoA values of Annur FPC (–19.07) and Noyyal FPC (–16.41) confirm systemic operational and governance challenges in these organizations.

3.2. Financial Stability Analysis 

3.2.1 Altman Z-Score Method	Comment by Hassana Shuaibu: do not underlined

The Altman Z-Score model was applied to all 20 sample FPOs to assess their financial stability and bankruptcy risk. The composite Z-Score for each organization was computed and the results are presented in Table 5.	Comment by Hassana Shuaibu: should be at the methodology	Comment by Hassana Shuaibu: insert ‘as’



Table 5: Analysis of FPOs based on Altman's Z Score for Financial Stability
	S.No
	Indicator
	Numbers (%)
	FPOs

	1.
	Safe Zone (Above 2.9)
	9 (45%)
	Annur, Coimbatore Coconut, Dimbam Dhaniya, Erode Precision, Nallaru, Negamam, Siruvani, Shri Venkateswara, Vinayaka

	2.
	Grey Zone (1.23 to 2.9)
	8 (40%)
	Aram, Kazhani, Malaimillets, Pasumai, Perundurai, Sri Aranganathar, Udumalpet, Vasishta

	3.
	Distress Zone (Below 1.23)
	3 (15%)
	Ulavan, Paasam, Noyyal

	
	Total
	20 (100%)
	



The Altman Z-Score analysis provides a comprehensive composite view of financial stability that integrates multiple dimensions of financial health. The classification of 45 per cent of sample FPOs in the Safe Zone (Z-Score above 2.9) indicated that nearly half the sample organizations maintain financially robust positions with low bankruptcy risk. These organizations are Coimbatore Coconut, Nallaru, Negamam, Siruvani, Shri Venkateswara, and Vinayaka FPOs which had established sound operational foundations and adequate financial buffers.
About 40 per cent of FPOs classified in the Grey Zone face an uncertain financial future characterized by moderate but not critical financial risk. Organizations in this zone are Kazhani, Malaimillets, Pasumai, Perundurai, Sri Aranganathar, Udumalpet, and Vasishta FPCs which require targeted intervention and institutional support to prevent deterioration into the Distress Zone. About 15 per cent of FPOs were in the Distress Zone (Ulavan, Paasam, and Noyyal FPCs) face immediate financial threat, as reflected in their deeply negative profitability ratios and deteriorating net worth positions, and require urgent restructuring assistance.	Comment by Hassana Shuaibu: what is the difference between FPOs and FPCs?

3.3. Factors influencing the Profitability of FPOs	Comment by Hassana Shuaibu: Remove dot

Regression analysis was employed to identify the critical factors that exert a statistically significant influence on the profitability of sample FPOs. The model specification included retailing of farm inputs and FPO products, income from non-core business activities, and years of operation as independent variables. The results of regression analysis are presented in Table 6.	Comment by Hassana Shuaibu: All of these should have come in the methodology

Table 6: Factors Influencing Profitability of FPOs – Regression Analysis
	S.No
	Variable
	Coefficients
	Std. Error
	P-value

	1.
	Intercept
	0.7511***
	0.2845
	.01

	2.
	Retailing of farm Inputs (Rs.)
	0.1905*
	0.0995
	.06

	3.
	Retailing of FPO products (Rs.)
	0.2760**
	0.1101
	.02

	4.
	Income from Non-Core Business (Rs.)
	0.0133**
	0.0059
	.03

	5.
	Years of Operation (Numbers)
	0.0982
	0.1530
	.52


(*** significant at 1%; ** significant at 5%; * significant at 10%)

The R2 value of the regression analysis indicated that nearly 61 per cent of the variation in annual profit of the FPOs was explained by the explanatory variables in the estimated model. The retailing of FPO products emerged as the most significant variable of FPO profitability (coefficient 0.2760, p=0.02), suggesting that FPOs with direct retail channels for selling branded or unbranded FPO output to consumers would generate substantially higher profits. These outcomes are in-line with findings of Bharti and Kumari (2025) who reported that the marketing FPOs products have had a significant impact on financial performance. Similarly, retailing of farm inputs (coefficient 0.1905, p=0.06, significant at 10%) is also positively influences FPO profitability, indicating that FPOs that diversify into input retailing – including seeds, fertilizers, pesticides, and farm tools – generate additional revenue streams that contribute positively to the bottom line. The income from non-core business activities (coefficient 0.0133, p=0.03) similarly exerts a positive and statistically significant influence on profitability, underscoring the importance of revenue diversification for FPO financial sustainability.

4. Conclusion

	It is concluded from the study that nearly 50 per cent of Farmer Producer Organizations (FPOs) improved their financial position positively during the study period. About 20 percent of the organizations achieved the comfortable Return on Equity (RoE) of more than 10 per cent and 15 per cent of the organizations achieved more than 5 per cent of Return on Assets (RoA). Further, Altman Z score analysis revealed that only 45 per cent of FPOs were in the safe zone. Hence, it is concluded that financial advisory is needed for more than 50 per cent of the sample FPO to improve their performance. Further, they could improve their profitability by retailing of farm inputs and FPO products and performing non-core business activities beyond agribusiness.	Comment by Hassana Shuaibu: In order	Comment by Hassana Shuaibu: However
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