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13.0 OBJECTIVES 

After studying this unit, you should be able to: 

• describe the levels of management of FPOs; 

• assessthe need for effective collaboration in FPOs; 

• identify leadership issues in FPOs and mitigation of same; 

• resolve the conflict in FPO; and 

• prepare Key Performance Indicators for an FPO. 
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In the previous unit, you learnt about the outcome evaluation of the Business 
of FPOs including the elements, types, needs, advantages and intricacies of 
monitoring the evaluation process. You also learnt about Key performance 
indicators (KPIs), their characteristics and some common KPIs for FPOs  

Now in this unit, we will study the managerial aspects of FPOs in detail. A 
detailed study about the levels of management, effective collaboration of 
FPOs, leadership issues of FPOs and conflict resolution is presented. Lastly, 
Key Performance Indicators for routine monitoring of FPOs are also given.    

13.2  MANAGEMENT OF FPOs 

FPOs promoted under the Companies Act, 2013, are organized groups of 
small and marginal farmers who havea mandate to help farmers in income 
augmentation through better market access and collective bargaining power 
in business.Like any other company, an FPO starts with its members/ 
shareholders, promoted by CBBO (Cluster Based Business Organization), 
managed by its Board of Directors headed by the Chairman and supported by 
the Chief Executive Officer and office bearers.  

The organisational structure of FPOs has been dealt with in Course 6: Unit 2: 
“Structure of FPOs” in detail. A thorough understanding of the same will 
help the learners to get practical exposure to handling the day-to-day 
challenges faced in the course of FPO management. 

13.2.1 Members 

The individual farmers or farmer producer groups can become members of an 
FPC by subscribing to the share capital as per the Memorandum of 
Association and with an entry in the Register of Members maintained as per 
the requirements of the Companies Act, 2013. The rights and duties of a 
member are listed below: 

• To pay a required membership fee. 

• To attend and speak in a general body meeting. 

• To elect the board of directors. 

• To vote on resolutions at meetings of the FPC. 

• To call for an extraordinary general body meeting whenever necessary. 

• To apply for the National Company Law Tribunal in case of oppression 
and mismanagement. 

• Attend regular capacity-building training to enhance their functional and 
operational efficiency. 

13.2.2 Board of Directors 

A Board of Directors is a group of people who represent the interests of a 
company's shareholders. It also provides guidance and advice to an 
organization's CEO and executive team. A board provides general oversight 
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of operations without getting involved in day-to-day operations. Its individual 
members are called ‘Directors’ and collectively it is called ‘Board’. 

FPC should have a minimum of five directors and a maximum 15 directors. 
The directors are elected by members. Out of the total 15 directors, there can 
be up to three nominated directors. The nominated directors are also elected 
by the general meeting.  

For FPC, the tenure of a director is a minimum of one year and a maximum 
of three years and if found eligible, they can be re-elected.  

The roles and responsibilities of the Board of Directors of an FPC are as 
below: 

• Attend regular board meetings - at least one meeting per month is 
advised.  

• Mobilization of share capital through FPG-based membership. 

• Preparation of business plan evolved out of the specific business model 
of the FPC and its commodity. 

• Integrating the micro plans of the shareholder at the household level and 
FPG levels.  

• Implementation of business plans and value chain development plans. 

• To guide the CEO and other executives to carry out their normal 
operations. 

• Mobilization of bank linkages and other wholesale credit linkages. 

• Mobilization of State and Central sponsored schemes for the benefit of 
the company, and its shareholder FPGs. 

• Promotion of enterprise-based common service centres and custom 
hiring centres. 

13.2.3 Chief Executive Officer (CEO) 

A CEO or Chief Executive Officer is the top-ranking employee in an FPC 
and is responsible for the overall health and functioning of the business. He is 
accountable to the Board of Directors or Stakeholders of the Company and is 
often the public face of the organization. He is expected to perform many 
functions; a few of which are listed below: 

• Managing day-to-day affairs of the business. 

• Operating bank account and treasury management. 

• Conduct regular board meetings - at least one meeting per month is 
advised. 

• Regular bookkeeping of company accounts and members' data. It is 
recommended to hire a computer-literate manager right from the 
beginning and post all accounts in the Tally module. 

• Conduct regular statutory, internal and social audits of the company and 
filing returns. 
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• Conduct regular general body meetings and help the Board in electing 
new Directors. 

• Compliance with statutory requirements viz. GST, Income Tax, Licenses 
and statutory compliances of trading. 

The above-mentioned roles and responsibilities are suggested, but not limited 
to any other responsibilities that are incumbent upon the CEO to fulfil. 

13.2.4 Chairperson 

The chairperson is the head of governance of the company. He/she is elected 
by the Board with a prescribed quorum. The tenure of the chairperson is a 
minimum of one year and a maximum of three years. A chairperson can be 
re-elected but not more than once.  

The Chairperson along with the Chief Executive Officer or Manager of the 
company is responsible for the day-to-day functioning of the company.  

The Chairperson is answerable to the Board and General Body. In certain 
special circumstances, a chairperson gets disqualified from his/her post 
automatically and this part is mentioned in the Articles of Association. 

A nominated Director can never become chairperson of the company.  

The responsibilities of a chairperson are manifold. These have been discussed 
in detail in Course 6: Unit 2: “Structure of FPOs”. Let us recapitulate his 
major responsibilities as listed below: 

i. Responsibilities for financial and resource mobilization 

• Treasury Management. 

• Signatory to bank accounts, and business agreements. 

• Mobilization of share capital and deposits from the FPGs, bank 
linkages to fund business plans and non-financial resources. 

ii. Responsibilities for planning  

• Preparation of business plan along with value chain development 
plans and execution of such plans. 

• Responsible for coordinating the micro plans of each FPG, 
aggregating them and decentralising certain value chain 
development plans at the FPG level. 

iii. Responsibilities for convergence  

• Leverage State and Central sponsored schemes beneficial to the 
primary producers. 

• Leverage services of the national and local service providers like 
NCDEX, etc.  

iv. Responsibilities for partnerships  

• Mobilise partnerships with local, State level and national level 
corporate, service providers, funding agencies and exporters.  
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• Mobilise partnerships with other FPCs and agri-business entities for 
common benefit.  

v. Responsibilities for statutory compliance  

• Responsible for filing all statutory returns pertaining to the company 
with the Registrar of Companies.  

• Responsible for obtaining of all licenses and approvals and filing the 
returns with the tax & other government authorities. 

vi. Responsibilities to conduct Board and General Meeting  

• Regular conduct of monthly Board meetings with sufficient quorum 
following all the norms like notice, meeting minutes and compliance 
reports. 

• Filling vacancies on the Board through General meetings. 

• Conduct of Annual General Meeting and takethe approval of all 
proposed activities. 

• Conduct of annual elections in the General meeting. 

All the above responsibilities are carried out by the Chairperson with the 
support of the Chief Executive Officer/ Manager and the rest of the Board 
members. 

We have studied these dignitaries in detail in Block 1 of this course.  

Check Your Progress 13.1 

Note: a) Use the spaces given below for your answers. 
 b) Check your answer with those given at the end of the unit.  

1. Who can be a member of an FPO?  

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

2. Mention 3 responsibilities of the Chairperson of an FPC. 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

3. List 3 duties of CEO of an FPC. 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 
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Farmer Producer Organizations (FPOs) are collective entities formed by 
farmers to enhance their bargaining power, access resources and improve 
agricultural productivity. The success of FPOs heavily relies on active and 
meaningful participation from the farmers themselves. 

13.3.1 Significance of People’s Participation in FPOs 

People's participation is vital for the success and sustainability of Farmer 
Producer Organizations (FPOs). It empowers farmers, enhances their 
agricultural knowledge and skills, and strengthens their bargaining power. 
The significance of people's participation in FPOs can be understood through 
the following points: 

i. Ownership and Empowerment: People's participation in FPOs fosters 
a sense of ownership and empowerment among farmers. By actively 
engaging in decision-making processes, members feel a greater sense of 
control and responsibility over their own development. This leads to 
increased motivation, commitment, and dedication towards the 
objectives of the FPO. 

ii. Joint Decision Making: Participation ensures that decision-making 
within FPOs is inclusive and representative. When farmers actively 
contribute their ideas, perspectives and experiences, decisions become 
more informed and holistic. Inclusive decision-making leads to better 
outcomes, as it considers the diverse needs and aspirations of the farming 
community. 

iii. Knowledge Sharing: Participating in FPO activities provides an 
opportunity to learn and acquire new agricultural knowledge and skills to 
farmers. Through capacity-building programs, training workshops and 
knowledge-sharing platforms organized by FPOs, farmers can gain 
insights into modern farming techniques, market trends and sustainable 
practices. This empowers them to improve their agricultural productivity 
and adapt to changing conditions. 

iv. Increased Bargaining Power: By coming together through FPOs, 
farmers can collectively negotiate better terms with input suppliers, 
buyers, and financial institutions. People's participation strengthens the 
collective voice of farmers, increasing their bargaining power. FPOs can 
negotiate fair prices for their produce, access quality inputs at reasonable 
rates and secure favourable credit facilities. This leads to improved 
profitability and economic well-being for the members. 

v. Resource Pooling: Active participation of members opens avenues to 
access various resources and services. FPOs can facilitate the provision 
of agricultural machinery, technology, storage facilities and market 
linkages. Additionally, they can help farmers to access government 
schemes, subsidies and extension services. People's participation ensures 
that the FPOs effectively identify and address the needs of their 
members, enabling them to access these resources and services. 
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vi. Social Cohesion and Networking: Participation in FPOs facilitates 
social cohesion and networking among farmers. By interacting and 
collaborating with fellow farmers, members can share experiences, 
knowledge, and best practices. This strengthens social bonds, builds 
trust, and promotes cooperation among farmers. Networking within the 
FPO ecosystem also opens doors for collaborations with other 
stakeholders, including researchers, government agencies and private 
enterprises. 

vii. Collective Marketing and Risk Mitigation: FPOs provide a platform 
for collective marketing of agricultural produce. By pooling resources 
and negotiating as a group, FPOs can explore better market 
opportunities, secure bulk orders and minimize transaction costs. This 
helps farmers fetch better prices and reduces their dependence on 
middlemen. Additionally, FPOs can collectively address risks and 
challenges such as crop failures, price fluctuations and natural disasters 
through risk-sharing mechanisms and mutual support. 

In a nutshell, we can say that through people's participation, FPOs can 
transform the lives of farmers, promote inclusive agricultural development 
and contribute towards sustainable rural economies and overall national 
GDP. 

13.3.2 Collaborations in FPO 

 

Collaboration is a key driver of success for Farmer Producer Organizations. 
FPOs operate in complex agricultural ecosystems and face numerous 
challenges that require collective action and partnerships. This collaboration 
can be internal i.e., among FPO members and external with various 
stakeholders.  

13.3.3 Internal Collaborations in FPOs 

Internal collaboration refers to the cooperation and teamwork among 
members of an FPO. It plays a crucial role in fostering a sense of unity, 
collective decision-making, and shared ownership. Internal collaboration 
offers the following benefits: 

i. Knowledge Sharing 
ii. Resource Pooling 
iii. Collective Marketing and Risk Mitigation 
iv. Joint DecisionMaking 
v. Capacity Building  
vi. Social Cohesion and Networking 

Collaboration is a working practice whereby individuals 
work together for a common purpose to achieve business 
benefits. This enables individuals to work together to 
achieve a defined common purpose and goal.  
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13.3.4 External Collaborations in FPOs 

External collaboration involves partnerships and cooperation between FPOs 
and various stakeholders, including government agencies, research 
institutions, NGOs, private enterprises, and financial institutions. External 
collaboration provides the following advantages: 

i. Market Access and Value Chain Integration: Collaborating with 
market actors, such as buyers, processors and retailers, facilitates market 
access for FPO members. Partnerships in the value chain help FPOs gain 
information on market demands, negotiate fair prices and access 
lucrative markets.  

ii. Access to Technology and Innovation: Collaboration with research 
institutions, agricultural extension services, and technology providers 
enables FPOs to access cutting-edge technologies, best practices and 
innovative solutions. This empowers farmers to adopt modern 
techniques, improve productivity and enhance sustainability.  

iii. Policy Advocacy and Influence: Collaborating with government 
agencies and advocacy organizations allows FPOs to voice their 
concerns, influence policy formulation and gain support for favourable 
agricultural policies and schemes. Collective advocacy strengthens the 
representation and bargaining power of FPOs.  

iv. Financial Support and Services: Collaborating with financial 
institutions and development agencies provides FPOs with access to 
credit, financial services and investment opportunities. Partnerships can 
help secure favourable loan terms, develop financial management skills 
and access grant funding for capacity-building initiatives.  

v. Networking and Knowledge Exchange: Collaboration with diverse 
stakeholders facilitates networking opportunities, knowledge exchange, 
and exposure to new ideas and market trends. These interactions enable 
FPOs to learn from successful models, forge strategic alliances and 
explore partnerships for mutual growth.  

13.3.5 Strategies for Effective Collaboration 

Effective collaboration is essential in both personal and professional settings 
to achieve common goals and solve problems. To foster effective 
collaboration, FPOs can adopt the following strategies: 

i. Clear Communication and Shared Vision: Establish clear channels of 
communication and a shared vision that aligns all stakeholders towards 
common goals. Regular meetings, feedback mechanisms and effective 
information dissemination foster collaboration.  

ii. Building Trust and Relationships: Invest time and effort in building 
trust among FPO members and external stakeholders. Trust forms the 
foundation for collaboration, encourages openness, and strengthens 
partnerships. 
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Check Your Progress 13.2 

Note: a) Use the spaces given below for your answers. 
 b) Check your answer with those given at the end of the unit.  

1. What is the difference between internal collaboration and external 
collaboration of FPOs? 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

2. Mention 3 benefits of internal collaboration. 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

3. Mention 3 benefits of external collaboration. 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

13.4 LEADERSHIP OF FPOs 

 

In simple words, leadership is the ability of an individual or a group of people 
to influence and guide followers or members of an organization, society or 
team. 

Management Guru Peter F. Drucker defined it as "Leadership is the lifting of 
a man's vision to higher sights, the raising of a man's performance to a higher 
standard, the building of a man's personality beyond its normal limitations."  

In a nutshell, we can say that a Leader is a person who leads the group to 
move in the same direction to achieve the objectives and goals. Since FPO is 
a group of people from diverse backgrounds and interests, a leader is 
essential to guide the members towards the common goal achievement.  FPO 
can find such a leader in the form of its Chairperson, Managing Director or 

Leadership is “the action of leading a group of 
people or an organisation.”   

- Oxford Dictionary 
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Chief Executive Officer. A leader has to be self-disciplined and self-
motivated with a spirit to take the people along.  

13.4.1 Leadership Issues in FPOs 

Farmer Producer Organizations play a crucial role in empowering farmers 
and promoting agricultural development. FPOs are collective entities formed 
by farmers to enhance their bargaining power, access resources, and improve 
agricultural productivity. However, like any organization, FPOs are not 
immune to leadership issues that can hinder their effectiveness and impact. 
This note aims to highlight some common leadership issues encountered in 
FPOs.   

i. Village-based leadership issues:  These can arise due to power 
dynamics, limited representation and lack of inclusivity. These issues 
may lead to unequal decision-making, favouritism and marginalization of 
certain members. Effective village-based leadership requires addressing 
these challenges by promoting transparency, equitable participation and 
capacity-building among leaders to ensure fair and inclusive governance 
within FPOs.  

ii. Lack of Vision and Direction: One of the primary leadership issues in 
FPOs is the absence of a clear vision and direction. Without a well-
defined vision, FPOs may struggle to align their activities, set strategic 
goals and make informed decisions. Lack of direction can lead to a lack 
of focus, confusion among members and inefficient resource allocation.  

iii. Weak Leadership Skills: Effective leadership is essential for the 
success of any organization. In some cases, FPOs may suffer from 
leaders who lack the necessary leadership skills. Leadership skills 
include communication, decision-making, problem-solving, delegation 
and the ability to inspire and motivate members. Weak leadership skills 
can hamper effective coordination, decision-making processes, and the 
overall growth of the FPO.  

iv. Power Struggles and Internal Conflicts: Leadership issues in FPOs 
can also manifest as power struggles and internal conflicts. In some 
instances, there may be disagreements among leaders regarding the 
direction, strategies or distribution of benefits within the organization. 
Such conflicts can create divisions, erode trust among members and 
hinder the collaborative efforts needed for the FPO's success.  

v. Inadequate Representation and Inclusivity: FPOs are meant to 
represent the interests of all members, including marginalized and 
vulnerable farmers. However, leadership issues can arise when certain 
groups within the organization feel underrepresented or excluded from 
decision-making processes. Lack of inclusivity can lead to 
disengagement, resentment and reduced participation, undermining the 
FPO's ability to effectively serve its members.  

vi. Financial Mismanagement: Effective financial management is critical 
for the sustainability of any business entity. Poor management in this 
area can result in financial mismanagement including misappropriation 
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of funds, inadequate budgeting and insufficient financial controls. 
Financial mismanagement not only jeopardizes the organization's 
financial health but also erodes trust among members and stakeholders.  

vii. Lack of Succession Planning: Leadership transitions are a natural part 
of organizational growth and FPOs are no exception. However, 
inadequate succession planning can create leadership vacuums, leaving 
the FPO vulnerable to disruptions. The absence of a smooth leadership 
transition can impact decision-making, continuity of programs and the 
overall stability of the FPO. 

13.4.2 Mitigating Leadership Issues in FPOs 

Leadership issues significantly impact the effectiveness and sustainability of 
Farmer Producer Organizations. By addressing these issues through training, 
capacity building, transparent governance and inclusive decision-making 
processes, FPOs can strengthen their leadership and enhance their ability to 
serve the interests of farmers effectively. Addressing these issues requires a 
proactive and inclusive approach. Some strategies to mitigate these issues 
include:  

i. Training and Capacity Building: Providing leadership training 
programs to enhance the skills of FPO leaders in areas such as 
communication, decision-making, and conflict resolution.  

ii. Establishing Clear Governance Structures: Developing transparent 
governance structures with well-defined roles and responsibilities to 
minimize power struggles and promote inclusivity.  

iii. Encouraging Member Participation: Actively involving FPO members 
in decision-making processes, fostering a sense of ownership and 
ensuring diverse perspectives are considered.  

iv. Implementing Financial Accountability Measures: Establishing robust 
financial management systems including regular audits to promote 
transparency and accountability.  

v. Promoting Succession Planning: Developing a clear succession plan to 
ensure smooth leadership transitions and continuity in the FPO's 
operations. 

Concluding, we can say that strong and visionary leadership in FPOs is 
crucial for achieving agricultural development, empowering farmers, and 
fostering sustainable rural communities. 

Check Your Progress 13.3 

Note: a) Use the spaces given below for your answers. 
 b) Check your answer with those given at the end of the unit.  

1. What is Leadership?  

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 
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2. What is mitigation of leadership issues? 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

3. Mention 3 ways to mitigate the leadership issues in FPOs. 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

13.5 CONFLICT RESOLUTION IN FPOs 

 

Conflict is a natural part of any group or organization and Farmer Producer 
Organizations are not an exception.As FPOs consist of diverse individuals 
with varying interests, perspectives and goals, that can give rise to conflicts. 
However, effective conflict resolution is essential to maintain the harmony, 
productivity and sustainability of FPOs.  

13.5.1 Significance of Conflict Resolution in FPOs 

Conflict resolution is crucial for the success and sustainability of Farmer 
Producer Organizations. It helps FPOs to preserve relationships, enhance 
decision-making, maintain organizational cohesion, and foster innovation. 
The significance of conflict resolution in FPOs is as follows: 

i. Good Relationship: Conflict resolution helps to preserve good 
relationships amongst the members. By addressing conflicts promptly 
and constructively, FPOs can prevent prolonged animosity, maintain 
trust and promote cooperation amongst all stakeholders.  

ii. Better Decision-Making: The conflict resolution process facilitates the 
exploration of diverse perspectives and ideas. By resolving conflicts, 
FPOs can make informed decisions that incorporate the collective 
wisdom and insights of members.  

 

A conflict is a struggle and a clash of interest, opinion 
or even principles. Conflict will always be found in 
society; as the basis of conflict may vary to be personal, 
racial, class, caste, political and international. Conflict 
may also be emotional, intellectual, and theoretical.   
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iii. Preserving Organizational Cohesion: Conflicts, if left unresolved, can 
erode the cohesion and unity within FPOs. Effective conflict resolution 
ensures that members work together towards common goals, fostering a 
positive and conducive environment for achieving shared objectives.  

iv. Promoting Innovation and Learning: Conflict resolution encourages 
open dialogue and critical thinking. By addressing conflicts, FPOs can 
foster a culture of innovation, learning and continuous improvement, 
leading to enhanced performance and adaptability. 

13.5.2 Strategies for Conflict Resolution in FPOs 

To effectively manage and resolve conflicts within FPOs, the following 
strategies can be adopted: 

i. Communication and Active Listening: Establishing open channels of 
communication and promoting active listening are fundamental to 
resolving conflicts. Encouraging all parties to express their concerns, 
needs and perspectives fosters mutual understanding and paves the way 
for finding common ground. 

ii. Mediation and Facilitation: Appointing neutral mediators or facilitators 
can assist in resolving conflicts impartially. These individuals can guide 
discussions, manage emotions and help parties find mutually acceptable 
solutions. 

iii. Collaboration and Compromise: Emphasizing collaboration and 
encouraging parties to seek win-win solutions promotes constructive 
conflict resolution. This involves finding compromises and mutually 
beneficial outcomes that address the interests of all parties involved. 

iv. Formal Conflict Resolution Mechanisms: Establishing formal conflict 
resolution mechanisms, such as dispute resolution committees or 
grievance redressal systems, can provide a structured approach to 
resolving conflicts. These mechanisms should ensure fairness, 
impartiality and transparency. 

v. Training and Capacity Building: Providing training programs on 
conflict resolution and effective communication equips FPO members 
with the skills necessary to manage and resolve conflicts. Enhancing 
conflict resolution capabilities empowers members to address conflicts at 
the grassroots level and minimize their escalation. 

vi. Focus on Common Goals and Values: Encouraging FPO members to 
focus on shared goals and values helps shift the focus from individual 
interests to collective welfare. By emphasizing the common purpose of 
the FPO, conflicts can be reframed and resolved in the context of 
overarching objectives. 

vii. Continuous Evaluation and Learning: Conflict resolution should be an 
ongoing process within FPOs. Regular evaluation of conflict resolution 
approaches and learning from past experiences allows for the refinement 
of strategies and the development of a culture that embraces conflict as 
an opportunity for growth and improvement. 
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Check Your Progress 13.4 

Note: a) Use the spaces given below for your answers. 
 b) Check your answer with those given at the end of the unit.  

1. What is Conflict?  

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

2. What is Conflict Resolution? 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

3. What arethe 3 impacts of Conflict on the working of anFPO? 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

 …………………………………………………………………………… 

13.6  KEY PERFORMANCE INDICATORS (KPIs) 

Key Performance Indicators (KPIs) are essential tools for measuring the 
progress, effectiveness and impact of working of a business enterprise. KPIs 
provide quantifiable metrics that help evaluate the performance of the 
business in achieving its goals and objectives. These provide targets for 
teams to shoot for, milestones to gauge the progress and insights that help 
people across the organization to make better decisions. 

The KPIs can differ based on industry, company and personal objectives. 
Popular KPI examples include customer satisfaction, employee retention, 
revenue growth, and cost reduction. 

Let us recapitulate the details of KPIs discussed in Unit 12 (sections 12.4.1 to 
12.4.3).  

A proactive and constructive approach to conflict 
resolution within FPOs contributes to a harmonious 
and productive environment, enabling the 
organization to achieve its goals and positively 
impact the lives of farmers. 
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13.6.1 Significance of Key Performance Indicators (KPIs) 

Key Performance Indicators (KPIs) are vital tools for organizations and 
businesses to measure, track and evaluate their performance in various 
aspects. KPIs serve various important purposes within FPOs. These are: 

i. Goal Setting and Monitoring: KPIs help FPOs set clear, measurable 
goals and track progress towards achieving them. They provide a 
benchmark for performance evaluation and enable FPOs to identify areas 
requiring improvement or adjustment.  

ii. Decision-Making and Resource Allocation: KPIs provide valuable 
insights into the performance of various aspects of FPO operations. This 
information helps leaders and management make informed decisions 
regarding resource allocation, strategy formulation, and operational 
adjustments.  

iii. Accountability and Transparency: KPIs promote accountability within 
FPOs by establishing performance targets and expectations. They 
provide a basis for transparent reporting to members, funders, and other 
stakeholders, demonstrating the FPO's commitment to delivering results.  

iv. Continuous Improvement: By tracking KPIs over time, FPOs can 
identify trends, patterns, and areas of improvement. This enables them to 
adapt their strategies, implement best practices, and continuously 
enhance their performance and impact.  

13.6.2 Common Key Performance Indicators for FPOs 

Performance Indicators differ based on the nature and form of business. The 
selection of KPIs depends on the specific goals, objectives, and context of 
each business entity. These include indicators for quantitative performance, 
financial performance, stakeholders’ satisfaction, social impact etc.  

Basics of Some commonly used KPIs for FPOs have already been discussed 
in Course 6: Unit 12: Subunit 12.4.3. These can further be understood with 
the help of Figure 13.1 and specific indicators given thereafter from point no. 
i to vi:  

 

Fig. 13.1: Key Performance Indicators 
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i. Financial Performance Indicators:  
a. Total revenue generated by the FPO.  

b. Profitability or net income.  

c. Return on investment (ROI) or return on assets (ROA).  

d. Debt-to-equity ratio.   

ii. Market Performance Indicators:  
a. Volume of produce sold or marketed through the FPO.  

b. Market share or percentage of the market captured.  

c. Number of market linkages established.  

d. Price realization or average selling price  

iii. Productivity and Efficiency Indicators:  
a. Yield per acre or productivity per farmer.  

b. Cost per unit of production.  

c. Time and cost savings through collective activities.  

d. Resource utilization efficiency (e.g., water, fertilizer, energy).  

iv. Member Engagement and Satisfaction Indicators:  
a. Membership growth rate.  

b. Member participation in decision-making processes.  

c. Member satisfaction surveys.  

d. Retention rate of active members.  

v. Social and Environmental Impact Indicators:  
a. Adoption of sustainable agricultural practices. 

b. Conservation of natural resources (e.g., water, soil). 

c. Social welfare initiatives benefiting members and the community. 

d. Reduction in greenhouse gas emissions and carbon footprint. 

vi. Governance and Leadership Indicators: 
a. Board or leadership effectiveness. 

b. Timely and transparent reporting. 

c. Compliance with regulatory requirements. 

d. Succession planning and leadership development. 

Key Performance Indicators (KPIs) provide management with valuable 
insights into their performance, enabling them to make data-driven decisions, 
enhance accountability and drive continuous improvement. The selection of 
KPIs should align with the specific goals and objectives of each FPO. 
Regular monitoring and analysis of KPIs allow FPOs to measure their 
progress, identify areas for improvement, and maximize their impact on the 
livelihoods of farmers and agricultural development. 
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Activity 13.1: 

Visit an FPC in your village/locality and design 5 Key Performance 
Indicators for its prevailing business. 

Name of Unit: .................................................................................................... 

Nature of Business: ........................................................................................... 

KPIs: …….......................................................................................................... 

1. ………………………………………………………………………… 

2. ………………………………………………………………………… 

3. ………………………………………………………………………… 

4. ………………………………………………………………………… 

5. ………………………………………………………………………… 

13.7  LET US SUM UP 

In this unit, we learnt the following: 

• The levels of management and people’s participation in an FPO and the 
role of leadership and collaboration in the functioning of an FPO, 
conflict and its resolution amongst the members.  

• It is evident from the above discussion that the management of FPOs is 
not as simple as it sounds. It is complex due to its unique nature and the 
volume of business of an FPO.   

• Managing a larger number of stakeholders is also challenging.  

• We need to understand and evolve many systems to successfully and 
amicably run the FPO.  

• The role of Key Performance Indicators is also significant in the 
functioning of an FPO.  

• We learned basic parameters to design KPIs for an FPO as a tool to 
manage and evaluate the performance. These KPIs can help in the 
effective management of FPOs and day-to-day decision-making to 
achieve its targets.  

• This ultimately leads towards augmentation of farmers’ income, and 
development of the rural economy as also playing a key role in the 
journey of nation building.  

13.8 KEYWORDS 

Benchmarks : A standard that other things can be compared to. 

Cohesion :  The ability to stay or fit well together. 

Contract farming :  It involves agricultural production being carried out 
based on an agreement between the buyer and farm 
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producers. 

Forward Contracts :  A forward contract is an agreement between two 
parties to buy or sell an asset at a specified price on a 
predefined expiry date. 

Inflexibility :   The quality of being fixed and unable or unwilling to 
change. 

Influence : The power to affect, change or control somebody/ 
something. 

Innovation :   It is the practical implementation of ideas that result 
in the introduction of new goods or services or 
improvement in offering goods or services. 

Integration : The action or process of successfully joining or 
mixing with a different group of people. 

Mitigating :  Providing a reason that explains somebody's actions 
or why he/she committed a crime, which makes it 
easier to understand so that the punishment may be 
less harsh. 

Nascent-stage :  Only recently formed or started, but likely to grow 
larger quickly. 

Succession : A number of people or things that follow each other 
in time or order or a series. 

SWOT : Strength, Weakness, Opportunity, Threats. 

13.9 SUGGESTED FURTHER READINGS/ 
REFERENCES 

1. Farmer Producer Organisations: Operational Manual I, Center for 
Agrarian Studies, National Institute of Rural Development & Panchayati 
Raj, Ministry of Rural Development, GOI.   

2. Farmer Producer Organisations: Operational Manual II, Center for 
Agrarian Studies, National Institute of Rural Development & Panchayati 
Raj, Ministry of Rural Development, GOI.  

3. MODULE 5 BUSINESS PLAN OF AN FPO https://coefpo.org/ 
publications/5business-plan-for-fpo-eng.pdf 

4. National Bank for Agriculture and Rural Development (NABARD) -
https://www.nabard.org/NABARD's website offers resources on rural 
development, including information on FPO management, funding, and 
Capacity Building Programs.  

5. National Bank for Agriculture and Rural Development, Mumbai; 2015 

6. This Indian government portal provides information on agricultural 
cooperatives, including FPOs, and their management practices 
(http://www.agricoop.nic.in/). 
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Web Links: 
• Wikipedia 

• https://vakilsearch.com/blog/why-is-fpo-not-successful/ 

• https://www.bdc.ca/en 

• https://cleartax.in/s/fpo-farmer-producer-organization-scheme 

13.10 ANSWERS TO CHECK YOUR PROGRESS 

Check Your Progress 13.1 

1. The individual farmers or farmer producer groups can become members 
of an FPC by subscribing to the share capital as per the Memorandum of 
Association and with an entry in the Register of Members maintained as 
per the requirements of the Companies Act, 2013.  

2. Responsibilities of the Chairperson of FPC are: 

a. Responsibilities for financial and resource mobilization 

b. Responsibilities for planning 

c. Responsibilities for convergence 

3. 3 duties of the CEO of a FPC are: 

a. Managing day-to-day affairs of the business 

b. Operating bank account and treasury management 

c. Conduct regular board meetings 

Check Your Progress13.2 

1. Internal collaboration refers to the cooperation and teamwork among 
members of an FPO. It plays a crucial role in fostering a sense of unity, 
collective decision-making, and shared ownership. External 
collaboration involves partnerships and cooperation between FPOs and 
various stakeholders, including government agencies, research 
institutions, NGOs, private enterprises, and financial institutions. 

2. Internal collaboration offers the following benefits: 

i. Knowledge Sharing 

ii. Resource Pooling 

iii. Risk Sharing 

3. External collaboration provides the following advantages: 

a. Market Access and Value Chain Integration 

b. Access to Technology and Innovation 

c. Policy Advocacy and Influence 

Check Your Progress 13.3 

1. Leadership is the lifting of a man's vision to higher sights, the raising of a 
man's performance to a higher standard, and the building of a man's 
personality beyond its normal limitations. 

2. Leadership issues significantly impact the effectiveness and 
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sustainability of Farmer Producer Organizations. By addressing these 
issues through training, capacity building, transparent governance, and 
inclusive decision-making processes, FPOs can strengthen their 
leadership and enhance their ability to serve the interests of farmers 
effectively. This is known as mitigation of leadership issues. 

3. 3 ways to mitigate the leadership issues in FPOs are: 

a. Training and Capacity Building 

b. Establishing Clear Governance Structures 

c. Encouraging Member Participation 

Check Your Progress 13.4 

1. A conflict is a struggle and a clash of interests, opinions, or even 
principles. Conflict will always be found in society; as the basis of 
conflict may vary to be personal, racial, class, caste, political and 
international. Conflict may also be emotional, intellectual, and 
theoretical. 

2. Conflict resolution is conceptualized as the methods and processes 
involved in facilitating the peaceful ending of conflict and retribution. 
Committed group members attempt to resolve group conflicts by actively 
communicating information about their conflicting motives or ideologies 
to the rest of the group (e.g., intentions; and reasons for holding certain 
beliefs) and by engaging in collective negotiation. 

3. The impact of conflict on the working of a Farmers' Producer 
Organization (FPO) are: 

i. Division among members 

ii. Decision-making difficulties 

iii. Loss of focus on goals 

 


