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Abstract

This paper explores the long-run transition of collective agricultural institutions in India from
credit focused cooperativism towards market-based producer entrepreneurship today.
Following a historical-institutional and document analysis research methodology, it traces out
institutional transformations of forms and goals of farmers collectivisation in rural India from
the turn of twentieth century, to the recent surge of Farmer Producer Organizations (FPOs). It
conceptualises four key stages - institutionalisation of co-operative credit, diversification of the
co-operative’s tasks, co-operative for development post-independence, and farmer driven
producer entrepreneurships today. The paper contends that FPOs constitute a form of
institutional innovation: whilst retaining the basic principle of group action, they provide
higher premium to Aggregation, Market Access, Professional Support, Value Addition and
Enterprise Development. Current FPOs can be understood to be institutional experimentation
in the context of addressing scale and market power challenges of small and marginalized
farmers.
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1. INTRODUCTION

The organisation of producers collectively is central to overcoming structural challenges such
as lack of access to finance and input, and the difficulty of aggregating produce and adding
value. Institutions that facilitate collective organisation provide solutions to some of these
challenges faced by small and dispersed producer groups in Indian agriculture.

Historical developments in co-operatives can be traced back to the Co-operative Societies Act
passed by the British Raj (then under British colonial rule) in 1904, although historical sources
from the Reserve Bank of India indicate previous mutual aid activities were taking place. As
stated in their history, “the year 1904 marks the beginning of formal growth of cooperative
society movements in the country” (Reserve Bank of India).

Institutional developments over time increased the economic relevance of collectives well
beyond their initial focus on rural credit. A contemporary focus on Farmer Producer
Organisations reflects this change in the institutional landscape. Launched by the Government
of India on 29 February 2020, the Central Sector Scheme for the Formation & Promotion of
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10,000 FPOs had a proposed total budget outlay of Rs. 6,865 crores till 2027-28. This official
guidance notes amongst other things that ‘the establishment of FPO helps farmers to benefit
from economies of scale, increase their bargaining power, obtain better price realization and
also enhance their access to markets’. The promotion of FPOs is linked with providing
professional hand-holding for developing enterprises in agriculture.

2. Research Questions

RQ1. How did the economic purpose of collective agricultural institutions in India evolve from
the early twentieth century to the contemporary period?

RQ2. What institutional changes enabled the movement from primarily credit-oriented
cooperation towards broader producer and market-oriented enterprise?

RQ3. What continuities exist between India's cooperative tradition and contemporary Farmer
Producer Organizations?

RQ4. In what ways do FPOs represent an institutional adaptation to changing requirements of
smallholder agriculture and agricultural markets?

3. Objectives of the Study

1. To trace the historical evolution of collective agricultural institutions in India from credit
cooperatives to Farmer Producer Organizations.

2. To examine changing economic functions across major historical phases.

3. To identify institutional continuities and discontinuities between cooperative structures and
contemporary producer enterprises.

4. To analyse the emergence of FPOs as market-oriented responses to continuing small-
producer constraints.

5. To develop a historical interpretation of collective agricultural enterprise and its
implications for rural economic development.

4. Methodology

This paper is structured as historical-institutional research, using documentary and secondary
source analysis rather than survey data collection. The author used official publications from
the Reserve Bank of India regarding cooperative institutions, government publications from
the Government of India and the Press Information Bureau, and published materials regarding
the Small Farmers’ Agri-Business Consortium scheme and its associated guidelines to perform
the analysis.

Findings - Following historical periodisation and thematic interpretation of
institutionalisation processes, four different phases were identified for the evolution of
cooperative institutions in India over time. In particular, these are: (i) early institutionalisation
of cooperative credit and formal cooperation (1904-1947), (ii) post-independence expansion in
rural development context (1947-1991), (iii) increased market orientation and institutional
diversification (1991-2014), and finally (iv) contemporary scaling up process of POs under
10,000 FPO framework (2014-2027).

Research Limitations — These analytical categorisations need further empirical strengthening
with peer reviewed historical scholarship prior to journal submission. Originality/Value -
Using both documentary sources and official texts available from public domain, this paper
provides an overview of the evolving relationship between cooperative institutions in
agriculture sector in India. It also discusses some key challenges in contemporary cooperative
agricultural policies that might be important inputs into future academic literature and policy
debates about farmer centric approaches in food systems.
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5. Historical Evolution of Collective Agricultural Institutions

This paper examines some key aspects of the evolution of the formalisation process.
Development of formal co-operation has been linked to attempts at organisation of access to
finance by people of limited means. RBI historical material points to an initial period where
there are references to the existence of mutual aid institution while the Co-operative Societies
Act of 1904 is noted as having had significant impact on the development of formal co-
operation (RBI).

Early Institutional Orientation Collective mechanisms for mobilisation of savings and
extension of credit featured heavily during this phase. Over time, however, these forms of
institution ceased being exclusive vehicles for dealing with credit issues but evolved into
entities handling other economic functions. The change in focus from dealing with one
problem of finance availability to dealing with several problems including those related to
production, marketing, and development is evident here.

Post-independence, there have been increasing efforts to incorporate co-operative structures
into schemes for agricultural and rural development. But organisational scale-up does not
translate necessarily to enhanced effectiveness of such structures as governance structure,
member participation, management capabilities, financial sustainability and market
responsiveness continue to be important factors influencing institutional outcomes.

6. From Collective Organization to Producer Enterprise

This process has enhanced the role of such services as aggregation, grading, storage, processing,
logistics, market linkage and business development. In particular, producer organisations have
come into prominence as collective structures that can enhance producers’ economic
capabilities.

Contemporary official documentation on FPOs highlights the concepts of aggregation,
economies of scale, bargaining power, market access and professional support. An
interpretation of this institutional change could suggest that we are witnessing an evolution
from individual farmer action toward collective involvement in business activity. This does not
imply a wholesale displacement of prior institutions but rather suggests that new
organisational forms have been introduced alongside traditional co-operative organisation as
responses to economic changes.

7. The Contemporary FPO Policy Framework

Launched in 2020, the Central Sector Scheme for the Formation and Promotion of 10,000 FPOs
has a total budget outlay of Rs. 6,865 crores by 2027-28 (Government Releases). Official
government sources state that this programme supports “farmer collectivisation [leading] to
economies of scale resulting into reduction of their production cost and enhancement in their
market access and hence income generation opportunity.”

The scheme’s framework provides guidance through implementing agencies and Cluster Based
Business Organizations on the process of formation and professional handholding of the FPOs.
A contemporary official update indicates that the initiative had achieved the target of creating
an additional 10,000 FPOs in 2025. This document discusses the Contemporary Framework as
representing significant policy efforts to institutionalise collective producer enterprise.

8. Continuity and Change: Cooperatives and FPOs

The shift from cooperatives to producer enterprises is characterized by certain continuities and
discontinuities. The former are represented by collective action and the pursuit of benefits
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from membership, which are typical for both forms of organization. Cooperatives and
producer enterprises aim to alleviate the disadvantages of individual farming by mobilizing
farmers via membership, enhancing their economic potential, and providing access to
resources and services.

The main discontinuity is manifested in the idea of enterprise and market that is projected in
modern forms of producer organizations. The FPO policy focuses on aggregation, economies of
scale, market linkages, business planning, professional support, and value-chain participation.
Hence, the development of the rural economy can be presented as a historical process:

Rural credit needs -> collective credit organizations -> cooperatives -> rural
development banks -> market-oriented producer associations —> FPOs.

Cooperatives are not completely replaced by modern forms of collective farming. In other
words, the latter do not eliminate the former but rather compete with them on the market.
This is why it is more relevant to speak of the historical transformation of agricultural
cooperatives rather than paradigm shift or replacement.

9. Discussion

The evidence presented suggests that collective agricultural institutions in India have been
subjected to endogenous developmental dynamics long before their emergence in
contemporary policy discourse. Early portents of such trends were the credit relations which
attempted to respond to the specific hardship of the Indian cultivator. Subsequent
collectivization tendencies reflected a similar logic, addressing emerging needs through an
enhanced economic scope. Modern agricultural commercialization has since then escalated
these challenges, requiring a broader approach that involves aggregation, quality assurance,
value addition, logistics, and market relations.

It is therefore necessary to conceptualize FPOs as part of this long-enduring response to
impediments in agricultural development, one that has generated diverse institutional forms
that are distinctly contextual. The evidence presented above also serves to remind us of the
importance of not conflating organizational form with content. While processes of collective
economic organization may be relatively straightforward, the emergence of effective
governance structures and their sustainable functioning remain a separate matter altogether.

10. Conclusion

The paper examines the evolutionary development of collectivized agricultural institutions in
India, ranging from cooperative credit institutions to modern producer enterprises. The
economic function of collectivization proved to be ambiguous, and its role in social
reproduction appeared to be changing over time. While the early forms of collectivized
agriculture focused mostly on credit and financial issues, the emerging organizations
addressed a much broader range of issues, including agricultural, commercial, and
entrepreneurial.

Producer companies differ from previous forms of collectivization in India in that they are
multifunctional, emphasizing not only financial support but also aggregation,
entrepreneurship, market development, and professionalization. This is why the author
considers these organizations as a further stage in the development of collectivized agriculture.

11. Implications

Historical implication: FPO research should locate contemporary producer organisations
within the longer history of collective agricultural institutions.
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Policy implication: Organisational formation should be complemented by attention to
governance, professional capability, market linkage, business planning and long-term viability.
Managerial implication: FPO leaders can draw lessons from collective-institution history
regarding member participation, accountability and financial sustainability.

Research implication: Future studies can compare states, commodities and institutional
forms to examine whether historical cooperative legacies influence contemporary FPO
governance and performance.

12. Limitations and Future Research

This is a documentary and historical-institutional study and, accordingly, does not attempt to
assess causal effects on farm-household income or organizational effectiveness. Institutional
development is likely to be non-uniform across Indian states and sectors, and future research
might well fruitfully pursue these comparisons, explore alternative case-based approaches, and
investigate the legacy of different institutional trajectories. For a journal that focuses on
economic history, a significant comparative European component would need to be developed,
if the journal’s editorial policy requires it.
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