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“If you don’t invest in risk management, it doesn’t matter what business you’re in, it’s a risky business.”- Gary Cohn

ABSTRACT: Evolution of the concept of Farmers Collectives or the Farmers Producers Organizations
(FPO) is with the objective to create an echo system to facilitate Small and Marginal Farmers (SMF), or
Small Holding Farmers (SHF) graduate to new marketing channels to marketing of their produce. With the
advent of FPOs, the felt need was to create a formal institutional structure, powered by cutting edge
technology to provide fair marketing platform for SHFs and mitigate risk. Advent of National Commodities
& Derivative Exchange Limited (NCDEX) has facilitated in realizing that objective. Besides, the advent of
the platform of e National Agriculture Market (eNAM), has also facilitated in creating better marketing of
the commodities in a transparent manner for FPOs in general, more so Women Farmers under the category
of SMF.
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I. INTRODUCTION

Agriculture is a business that is fraught with risks at every stage. However, the biggest risk that the farmer
(small and marginal) faces in his production cycle, is in product marketing where (better) price realization
of the commodity breaks him rather than makes him. Advent of collectives has provided a panacea to
mitigate these risks by starting to associate with the futures markets. The collectives has the potential to help
farmers make educated planting / sowing decisions and decrease market risk. As a practice, sowing decision of majority
of the farmers is guided by price realization of the previous year rather than from harvest prices in the current year. For
policymakers, this prevalent practice is considered black box and a root cause of inflation. Association with the futures
market has the potential to change this paradigm.

After the announcement of the National Policy of Promotion of Farmer Producer Organizations (FPO) in 2013, which
underlined the importance of collectivization, NCDEX through its initiative created platform for the collectives and
provided a new mechanism of marketing without an intermediary as an addendum. It has facilitated SMFs to have
better access to investments and technology and cutting down associated risks. The importance of FPOs trading on the
NCDEX platform lies in the fact that they can procure commodities, aggregate them and ensure that the size and
quality concerns associated with future trade are adhered to. By associating with forward trading, farmers can bring
about change in cropping practices by planning sowing on the basis of future prices. Association with forward trading,
also exposes farmers to scientific assaying and has the potential of enhanced returns of the produce.

II. RELATED WORK

Ashok et al., (2017) pointed out that marketing of agricultural produce is one of the biggest obstacles for
the farmers. Majority construct of the farmers in India belong to the category of SMF and owing to
information asymmetry from sowing to harvesting, the price realization is not to the desired levels and the
cycle continues for years on end. Farmers continue to be on the lookout for information, which is timely,
adequate and accurate, and analyzed properly so that the farmers get package of practices- from growing to
selling at the farm gate. The paper has highlighted about the initiatives undertaken for the farmers through
NCDEX, which has revolutionized commodity trading in the country and has benefitted 39000 farmers so
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far through the platform of FPOs. Through case studies of two FPOs, this paper has highlighted how
NCDEX is taking farmers to the next level of trading with future markets.

Aggarwal., et all (2017) traced the evolution of electronic trading as it has happened in Karnataka and the
role NCDEX had in facilitating in evolution of the Rashtriya e-Market Services Private Limited (ReMS) set up in
2014 as a joint venture between the Government of Karnataka (GoK) and the National Commodity & Derivatives
Exchange (NCDEX) e-Markets Limited. The paper traces the evolution of e-trading and how the Karnataka
model came to be adopted at the national level as an electronic trading platform for commodities trading in
the country. The paper has underlined in the detail the felt need for reformulating the architecture under
which agriculture marketing has been working to make it sensitive to the dynamics of relationship existing
between farmer-agent-trader, the fundamental characteristic that defines agricultural output transactions in
India.

Reddy et. ,al (2019) has pointed out that the introduction of eNAM has enhanced price realization for the farmers and
after introduction of e-auction more markets have associated with eNAM. Other benefits of eNAM include timely
online payment of sale proceeds to the farmer’s bank account and reduced chances of collusion among traders. Though,
owing to lack of quick assaying facilities, participation matrix of traders is not expanding. It has advocated for
participation of FPOs Formation of farmers groups, and also to encourage more commission agents and traders to use
eNAM and also link more number of warehouses and rural periodical markets so that the scale, scope and efficiency of
market operations is further amplified.

Bishnoi et al (2020) through the case study of Jai Sardar FPO documented how the members of FPO
became aware about option trading. For the farmers becoming conversant with the options trading has the
potential to reduce their dependency on MSP (minimum support price) for marketing of their produce. The
paper has further highlighted how through the series of awareness programmes that NCDEX conducted
helped the farmers become aware of need for assessment of the commodities through various accepted
international parameters. One of the most common quality determinants is the moisture content in the
commodity, which becomes a major price determinant factor. Farmers were trained to use the moisture
meters and they are getting better price realization, an aspect that could not have been possible before
aggregating as an FPO and associating with the NCDEX.

Bandhavya et. al (2022) undertook a detailed study of eNAM in Andhra Pradesh in 2019-20 involving 100
respondents, of which 30 were farmers, 30 traders, 5 FPOs, 25 commission agents, and 10 e-NAM officials from the
market. The study pointed out the success of programmes like eNAM hinges on bottoms up approach to help farmers
adopt it. There is also need for continuous awareness programme in association with FPOs to train the farmers.

Raju et. al (April 2022), undertook a SWOT study of farmers from six blocks in Guntur district of Andhra Pradesh. The
study pointed out that farmers were aware about different aspects of trading through eNAM like gate entry, quality
assaying and e-bidding. Zeal to increase association with eNAM was significantly influenced by factors such as
education, extension contact, market orientation, income orientation, mass media exposure, risk orientation and social
participation. The study pointed out that continuous hand-holding is required on various aspects of e-NAM in order to
enhance its utilization effectively and efficiently.

Rai (2023) underlined how Ram Rahim Pragati Producers Company Limited = (RRPPCL), an all-Woman FPO and
having tribal women as members is India’s first FPO to be enlisted on NCDEX and paved the way for other
Women FPOs to associate with NCDEX.

IV. PROPOSED WORK AND METHODOLOGY

The objective of this research topic is to find out how NCDEX and eNAM have facilitated in providing a
veritable platform to the FPOs and has trained SMFs about the technical aspects related to commodity
marketing, which helps in better price realizations.

The data is collected from secondary sources, specifically from the monthly journal of NCDEX which
documents in detail the integration of FPOs with its platform, as also case studies of eNAM.

V. DISCUSSION & CONCLUSION
History of commodity exchange markets around the world: Commodity markets have been in existence from the
ancient times and it is guided by two key edifices- price discovery and price transparency. The first evidence of

existence of commodities markets is from the City of Athens from 04 Century B.C. where it is alluded that with the
objective of efficient supply and price manipulation, the city was monitoring its inventory of grains in an efficient
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manner. Same evidences have been found from around 1200 B.C. from China. Earlier markets in South Asia, Arabian
countries and in Egypt had evidences of exchange of commodity trading.

How is NCDEX Helping the SMFs

Since 2014, when the first FPO —RRFPCL (an all Women FPO from MP) started trading, so far 515 FPOs have
registered on the platform of NCDEX, while 174 are trading, and this association covers 16 states, trading in 20
commodities and 10,74,456 farmers are associated with trading. (Source: NCDEX Monthly Update- June 2023)

From the table it is apparent that between 5 years from 2016-17 to 2021-22 the volume trade on NCDEX through FPOs
has increased by around ten times.

Table -2: Growth of FPOs trading over the years

Year No. of FPOs trading No. of farmers trading

2016-17 64 122085
2017-18 136 209263
2018-19 224 256952
2019-20 260 526451
2020-21 323 884546
2021-22 405 1009471
2022-23 484 1057482

(Source: NCDEX Monthly FPO update- June 2023)
It is clear from the above table that the no. of FPOs trading on NCDEX platform has increased by more than 7 times.
Steps initiated by Govt., of Karnataka to integrate FPOs with NCDEX.

To infuse reforms in the agricultural marketing system, Government of Karnataka (GoK) entered into a tie-up with
NCDEX and floated ReMSL (Rashtriya eMarket Services Pvt. Limited) with equal share between NCDEX and GoK.
Further diversification to this platform was obtained when NABARD (National Bank for Agriculture and Rural
Development) joined hands in 2021 to create a window for FPOs to trade through it. Six commodities are traded
through this platform presently.

With SEBI joining hands by creating “Option in goods” that provides opportunity to the farmers to lock in their selling
price at the time of sowing of the crops itself thereby initiating the process of protection of the right of the farmers to
participate in the trading in case there is a rally in the price of the said commodity. On account of advance awareness by
the farmers and the members of the FPO about the premium to be paid, FPOs now have the leverage to factor the value
of premium as a part of their cost of cultivation. This awareness about premium to be paid for trading through NCDEX
could facilitate in selection of the crop at the time of sowing depending upon the dynamics of the market. It is a self-
insurance initiative on the part of NCDEX, a cost for locking price of their produce before sowing.

Launched in April 2016, presently 1000 mandis in 22 States and Union territories are integrated with eNAM. 173 lakh
farmers, 2100 FPOs, traders and around 1 lakh commission agents are utilizing the services of eNAM.

As state governments with policy interventions are allowing trading of agricultural commodities through eNAM there
has been a sharp increase of 290% inter-mandi trade amounting to Rs.336 crore. Presently the With more states
allowing trading of agricultural commodities using digital wholesale agri-marketing platform, eNAM, turnover of the
digital platform, launched in April 2016 has increased by 32% to Rs.74,656 crore in 2022-23 as compared to 2020-21.
During the current fiscal the platform expects to cross Rs. 1 lakh crore.

Further handholding to the FPOs has been provided by NCDEX through price dissemination via free SMS services,
conducting awareness-cum-training programmes in different parts of the country as also by leveraging digital media
platform like “Mandi.com”. These outreach programmes by NCDEX have encouraged members of FPO to adopt
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NCDEX platform, which they view as being transparent and fair alternate platform that facilitates in mitigation of risks
associated with farming.

CASE STUDIES: Success stories of Women FPOs trading on NCDEX and benefits of trading on eNAM

One of the endearing part of the advent of the platform of NCDEX has been that it has provided an opportunity for
women farmers to formally link with forward trading and gain recognition for their efforts in agriculture over the
ages. To bring the women farmers to the mainstream the promoting agencies have played a big role.

Srijan is one such agency working with women farmers in one of the most interior districts of Rajasthan-Bundi
where women SHGs eventually federated into a FPC- Samriddhi Mahila Crop Production Company Limited, set up
in 2011, comprising of 2310 women SHG members. After 2015 draught, the condition of the women farmers was
bad. Hand held by the promoting agency, members of FPO led by Savitri Gaur got an exposure in forward trading.
They adopted future trading as it mitigated volatility of commodity price. A pilot trade of 10 MT of Soybean was
done in September 2016 for November 2016 contract. Thereafter, they hedged 40 MT of mustard for April
contract. These two pilot trades helped them understand trade cycle and requirement of aligning the quality of their
produce to the Exchange contract specifications. This confidence has brought awareness about quality and
assaying, updating on commodity price through phone, association with NCDEX has transformed the lives of FPO
members economically.

Aranyak Farmers Producers Company Limited is another FPO which grew out of SHGs, registered itself in 2014,
promoted by JEEVIKA in Backward district of Purnea in Bihar, was helped by Technoserve- a global non-profit
which provided hand-holding to set up a maize value chain in Purnea-Katihar zone. Technoserve also associated
them through NCDEX, the association helping them to connect with exchange-accredited warehouse and sell it
directly either to traders or institutional buyers through the future platform, helping 800 members realize 20%
higher returns for their produce. Incidentally, maize is still the only commodity being traded through NCDEX from
Bihar. Kiran Devi, who is the president of the FPC, now travels to different states to impart knowledge about
advantages of future trading.

eNAM Success stories:

Adoni, located in Kurnool district, is second largest marketing yard in Andhra Pradesh. It deals in Cotton, Castor
Seed, Groundnut, Sunflower and Tur. It has implemented eNAM in 2017. It stood first in the country to receive 1
crore bids for 11.34 lakh lots on 20.01.23. Adoni as a matter of practice promotes competitive bids with 9 bids per
lot and has achieved more than 30 bids per lot in the state and in the country, underlining the importance of eNAM.
Besides, through the batch size of bidding it is facilitating in promotion of quality and the importance assaying for
the farmers.

Jharkhand’s initiative to promote eNAM is also worthy of mention. It is one of the few states that encouraged inter-
state trade with Uttar Pradesh, West Bengal, Odisha, Maharashtra and Jammu & Kashmir. Traders belonging to
different districts of Jharkhand through this eNAM trade acquired 3291 Quintal of apple from J&K to emerge as
the highest trader of apple in the country. Small Farmers Agriculture Commission (SFAC), has provided vital
hand-holding to facilitate this trading. eNAM is revolutionising the traditional markets and yards by providing
digital weighing scale, and has entered into tie-up with start-ups (AGNEXT) for rapid testing of moisture content
of commodity to help farmers get a better price.

VI. CONCLUSION

Women farmers have shown the way forward to associate with forward trading and they need to be encouraged all over
the country to associate with NCDEX, through documentation of the case studies and sharing of the experience of
successful Women FPOs.
e To avoid disruption in future markets, it is required that both FPOs and NCDEX should focus initially on non-
sensitive commodities from food security point of view. It will help in grounding of the futures market.
e Continuous knowledge dissemination and handholding is required for the farmers through the FPO mode to
help them be abreast of changes happening the future markets
e  China model of linking small holding farmers through state support to futures thereby customising products
and reducing price distortions can be adopted in India as well. (Chinese agriculture is dominated by small
holding farmers).
e Forward and options, both instruments, need to be encouraged.
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