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Agriculture is undergoing a significant transformation from fragmented production and marketing to integrated marketing 
systems. This transition driven by the need for enhanced competitiveness, efficiency and productivity in the global marketplace, 
underscores the critical role of agricultural value chains. In this context, Farmer Producer Organizations (FPOs) play a vital role 
in integrating to agri value chains through increasing their access to inputs, outputs and finances. The present study conducted 
during 2024-25 in Guntur and Prakasam districts of Andhra Pradesh state explores the benefits realized by member farmers of 
FPOs through FPOs accessing the agri value chain finance. The sample comprised of ten FPOs and 100 member farmers. The 
data was collected using a structured interview schedule and analysed using percentage analysis and mean scores. The results 
indicated that Value chain financing significantly enhanced input access and social benefits for FPO member farmers, notably 
improving trust and timely input supply. However, trade and financial benefits remained limited due to minimal procurement 
involvement and lack of credit services. Expanding these areas has the potential of leveraging the full potential of value chain 
finance resulting in strengthening of FPO effectiveness and improving farmer livelihoods
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INTRODUCTION
Agriculture plays a critical role in many economies, 

particularly in rural areas, where it is vital for socio-
economic development. Despite various initiatives, 
Indian farmers, especially smallholders, continue to 
face significant challenges in accessing timely and 
adequate institutional finance. Factors such as lengthy 
production cycles, high operational costs, inadequate 
collateral, poor credit histories, weather uncertainties, 
and the geographical distance of financial institutions 
contribute to these challenges (Miller and Jones, 2010; 
Soundararajan and Vivek, 2015). As a result, farmers 
often rely on informal credit sources, which further 
exacerbates their financial difficulties and limits their 
ability to invest in modern farming techniques and 
capital assets.

Farmer Producer Organizations (FPOs) have 
emerged as crucial intermediaries in improving 
smallholders' access to inputs and markets. However, 
accessing finance remains a formidable challenge for 
FPOs due to traditional financing structures that rely 
heavily on collateral and creditworthiness. Value chain 
finance (VCF) offers a promising solution by providing 
a platform that connects participants across the entire 
agricultural value chain, enabling the development of 
customized financial products tailored to the specific 
needs of farmers and FPOs. This approach reduces 
financing costs and risks while extending services to 

smallholder farmers, thereby enhancing the efficiency 
and sustainability of agricultural value chains.

Despite the potential of VCF, the agricultural sector 
in India is still experiencing a lack of innovative financial 
products and services (Soundararajan and Vivek, 2015). 
However, some pioneering financial institutions, such 
as Samunnati, have introduced innovative financial and 
non-financial solutions tailored to various agricultural 
value chain players, including FPOs thereby addressing 
the constraints faced by FPOs in accessing finance and 
adding value to every stakeholder in the agricultural 
value chain (Patel et al., 2016). Therefore, present study 
is aimed to explore the benefits derived by farmers due to 
their FPOs accessing agri value chain financing.

MATERIAL AND METHODS
Guntur and Prakasam districts, were selected 

purposively for this study as FPOs in these districts are 
availing value chain financing from financial institutions 
like Samunnati along with very few public and private 
sector financial institutions. A list of FPOs who accessed 
agri value chain finance were obtained and a random of 
10 FPOs were identified, from each FPO, 10 farmers were 
randomly selected, thus making sample of 100 member 
farmers for the study. To analyse the benefits realized by 
sample member farmers from FPOs accessing innovative 
agri value chain finances, data was collected using a well-
structured interview schedule. The schedule comprised 
of nineteen statements developed on a five-point Likert 
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scale, with responses ranging from "strongly disagree" 
to "strongly agree " and accordingly corresponding 
scores of 1, 2, 3, 4, and 5 respectively were given. The 
statements were grouped into benefit categories namely 
social, input accessibility, trade and financial for better 
understanding. The mean score of each statement was 
computed and ranked accordingly. Mean values below 3 
indicates low levels of benefits realized, values between 
3 and 4 indicated a moderate level, and values above 4 
indicated a high level of benefit derived by the member 
farmers. The data, pertaining to the agricultural year 
2024–25, was analysed using percentage analysis and 
mean score calculations, with rankings assigned based 
on the computed means.

RESULTS AND DISCUSSION
Profile characteristics of sample member farmers

The data related to socio-economic characteristics 
of sample respondents including gender, age, education, 
occupation, farming experience, family size, sources of 
income, farm size, crops grown, sources of finance for 
agriculture, details regarding agri value chain finance 
accessed were collected and analysed. The results were 
obtained and presented in Table 1.

Table 1 inferred that, among the sample respondents, 
majorly 86 per cent of sample farmers were male, 42 
per cent were in the age group of more than 50 years, 
had secondary education (37%), while 59 per cent had 
agriculture/horticulture as their primary occupation,69 
per cent had more than 15 years farming experience 
and with family size of 4-6 members (71 %). Coming 
to sources of income, around 56 per cent were having 
Agriculture/Horticulture as a primary source of income. 
Majority of the sample farmers were marginal with less 
than 2.5 acres of agricultural land (48 %). Regarding 
to sources of finance for agriculture, 57 % of the 
sample respondents had availed finance from financial 
institutions 
Benefits to FPO farmers from FPOs accessing agri 
value chain finances 

The results presented in Table 2 indicate that among 
social benefits, the primary advantage for farmers from 
FPOs accessing agri-value chain finances was the 
enhancement of trust (Rank 1), followed by improved 
networking (Rank 2). This indicates that farmers' 
confidence in their FPOs has grown, likely due to more 
reliable support and services. Additionally, their ability 
to connect with alternate buyers and other community 
members has strengthened. Thus, integration with value 
chains fosters trust, effective collaboration ((Milder, 
2008), while also strengthening linkages through 

improved networking (Patel et al., 2020). The impact 
on financial literacy was relatively neutral (Rank 3), 
indicating that while there may be some improvement, 
it was not as significant as other social benefits. This 
could imply a need for more targeted financial education 
programs within FPOs to further enhance farmers' 
financial skills and understanding.

Regarding input accessibility benefits, the member 
farmers were able to ger access to quality agricultural 
inputs (Rank 1), get inputs even on a credit basis (Rank 
2). Further, they were also able to obtain these inputs as 
and when required (Rank 3) and in adequate quantities 
(Rank 4). This indicates that increased financial access 
enabled FPOs to secure and distribute high-quality 
inputs more effectively, which in turn benefited the 
farmers. Results align with findings of Chen et al. (2015) 
who noted the significance of internal financing within 
value chains for the provision of inputs. However, the 
adoption of modern farming technologies (Rank 5) was 
not as widespread, possibly due to limited exposure to 
these technologies, inadequate training or higher costs 
associated with adopting new techniques. 

 In terms of trade benefits, farmers reported receiving 
better prices for their produce (Rank 1) followed with 
convenience of selling their produce on-farm (Rank 2). 
Improved market access (Rank 3) was also noted, which 
is likely due to the FPOs' ability to purchase directly 
from farmers, reducing the need for intermediaries and 
lowering transaction costs. However, farmers' bargaining 
power (Rank 4) remained limited, possibly due to their 
small-scale operations. The protection against price 
volatility (Rank 5) was also moderate, indicating 
that while FPOs offer some stability, external market 
conditions still pose risks. Additionally, the low ranking 
of reduced post-harvest losses (Rank 6) suggests that the 
farmers in the study area had limited access to storage 
facilities, compelling them to sell at current market 
prices rather than holding out for better prices.

The primary financial benefit identified by farmers 
was the ability to receive timely payments (Rank 1). 
This prompt payment was possible because FPOs were 
able to secure the necessary value chain finance from 
financial institutions to purchase produce from farmers 
without delays. The study found that FPOs currently 
do not provide any direct financing facilities to their 
member farmers. Thus, the components namely finance 
accessibility and flexible repayment options (both 
Ranked 2) and collateral-free financing (Rank 3) had not 
resulted in any direct benefits to member farmers

Nevertheless, many farmers expressed that if FPOs 
were to offer financial services, it would significantly 
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Table 1. Profile characteristics of sample FPO member farmers
(n = 100)

S. No. Variable Percentage 
1 Gender  

Male 86 
Female 14 

2 Age 
 

Less than 30 years 4 
30-40 years 21 
40-50 years 33 
More than 50 years 42 

3 Education 
 

Primary education 29 
Secondary education 37 
Intermediate 18 
Degree and above 16 

4 Primary Occupation  
Agriculture/Horticulture 59 
Animal Husbandry 12 
Casual labour (Farm/Non-farm) 21 
Business 8 

5 Farming experience  
Less than 5 years 5 
5-10 years 9 
10-15 years 17 
More than 15 years 69 

6 Size of the family  
Up to 3 22 
4-6 members 71 
7-9 members 7 
Above 9 members 0 

7 Sources of income  
Agriculture/Horticulture 56 
Animal Husbandry 13 
Casual labour (Farm/Non-farm) 22 
Business 7 
Pension 2 

8 Farm size  
Marginal (<2.5 acres) 48 
Small (2.5-5 acres) 37 
Large (>5 acres) 15 

9 Sources of finance for agriculture  
Financial Institutions 57.00 
Money lenders 24.00 
Input dealers 19.00 

 

Benefits of FPO’s accessing agri value chain finances to farmers
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Table 2. Benefits to FPO farmers from FPOs accessing agri value chain finance

S. No. Benefits / Statements Mean Rank 
I Social benefits 
1 Our trust towards FPO has increased 3.99 1 
2 Our standing within community has increased 3.70 2 
3 Our Financial literacy has improved 3.36 3 
II Input accessibility benefits 
1 Enabled to access quality agricultural inputs 4.34 1 
2 Enabled to get agricultural inputs on credit basis 4.29 2 
3 Enabled to get timely agricultural inputs 4.17 3 
4 Enabled to buy adequate quantity of agri inputs 4.12 4 
5 Enabled to adopt modern farming techniques 3.16 5 

III Trade benefits 
1 Enabled to realize better prices compared to earlier 4.08 1 
2 Enabled to sell the produce on farm itself 3.87 2 
3 Enabled to get improved market access 3.81 3 
4 Enabled to negotiate better prices and terms with buyers and suppliers. 3.62 4 
5 Protected against price volatility and uncertain market conditions 3.53 5 
6 Enabled to reduce post-harvest losses by better utilization of storage infrastructure 2.99 6 

IV Financial benefits 
1 Enabled to get payments timely and promptly 4.03 1 
2 Enabled to avail finance facility from FPOs 2.70 2 
3 Enabled to make flexible repayments  2.70 3 
4 Enabled to get access to finance without any collateral 2.58 4 

 
enhance their ability to secure timely financing. This, 
in turn, would enable them to carry out farm operations 
more effectively and make necessary capital investments 
without delays aligning with the tailored solutions 
advocated by Patel et al. (2020). Such financial support 
would likely deepen their trust in FPOs, encouraging 
them to purchase all their agricultural inputs through 
these organizations. This increased reliance on FPOs 
would not only benefit the farmers by providing a more 
integrated support system but also boost the business and 
financial stability of the FPOs themselves. By addressing 
these gaps and introducing financial services tailored 
to farmers' needs, FPOs could further strengthen their 
role in supporting sustainable agricultural practices and 
enhancing the economic well-being of their members.
Ranking of Benefit Categories:

The results in Table 3 revealed that the important 

benefit realized by FPO farmer members was related 
to input accessibility (Rank 1). This high ranking is 
attributed to many FPOs successfully securing value 
chain financing from financial institutions, which allowed 
them to procure and distribute high-quality agricultural 
inputs more effectively. The ability to provide timely and 
adequate quantities of inputs to member farmers was a 
key factor in this benefit.  This efficient distribution of 
inputs also contributed to an increase in farmers' trust in 
their FPOs, leading to a strong social benefit (Rank 2). 
The enhanced trust not only strengthened the relationship 
between farmers and their FPOs but also facilitated better 
networking within the farming community.

Trade benefits (Rank 3) ranked third, largely 
due to the efforts of some FPOs to create alternative 
market access by directly procuring produce from 
member farmers. This practice allowed farmers to sell 
their produce conveniently on-farm, which, combined 
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Table 3.	 Ranking of benefit categories by FPO 
farmers regarding agri value chain finance

S. No. Benefit category Mean Rank 

1 Input accessibility benefits 4.01 I 

2 Social benefits 3.68 II 

3 Trade benefits 3.65 III 

4 Financial benefits 3.00 IV 
 with the prompt payments facilitated by FPOs, further 
reinforced trust in these organizations. However, since 
not all FPOs are involved in the direct procurement of 
farm produce, the overall impact on trade benefits was 
somewhat limited. Financial benefits (Rank 4) were the 
least realized among the benefit factors. While timely 
payments provided some financial relief to farmers, the 
overall financial benefit was less pronounced, mainly 
because most FPOs did not offer direct financial services 
such as credit or flexible repayment options. The limited 
financial support available from FPOs suggests that there 
is room for growth in this area.

In summary, the study highlights that input 
accessibility was the most significant benefit for FPO 
members, as many FPOs are primarily engaged in the 
business of supplying agricultural inputs. Conversely, 
the impact of trade and financial benefits was lower, 
partly due to the limited number of FPOs involved in 
produce procurement and financial service provision. 
This indicated the need for FPOs to expand their role in 
these areas to provide more comprehensive support to 
their members.

The study indicated the benefits realized by FPO 
member farmers through FPOs accessing value chain 
financing. Among the benefits, the critical role of input 
accessibility identified as the most significant benefit 
realized by FPO farmer members, driven by the FPOs' 
ability to secure value chain financing. This access 
enabled timely and adequate distribution of high-
quality agricultural inputs, which in turn strengthened 

farmers' trust and improved their social standing within 
their communities. Further, trade and financial benefits 
were less impactful, highlighting areas where FPOs 
could expand their services. The limited involvement in 
direct produce procurement and the absence of financial 
services like credit and flexible repayment options 
reduced the overall benefits to farmers. 
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