
THE NPM 
NETWORK 

Guidance Manual On Financial
Linkages 

For Farmers Producer Organizations and Community
Organizations 

Compiled By: M. Karthikeyan &  MM Kumar 

Nature-Positive Farming
& Wholesome Foods
Foundation (N+3F) 

                                               The NPM Network & N+3F | 2021



The NPM Network & N+3F | 2021 Financial Linkages Manual 02



The NPM Network & N+3F | 2021 03

To support farming communities, farmers organizations (FOs), NGOs, and
other agencies to evolve, establish, and scale-up context-based N+FFS, leading to
elimination of the use of synthetic chemical pesticides.  

To facilitate the development of regional/territorial and national
value/supply chains for safe, pesticide-free wholesome foods. 

To build a knowledge base, serve as a resource organization, and create an
enabling environment for nature-positive farming and wholesome food systems.

To promote equality and social inclusion in N+FFS by engaging with vulnerable
sections like small farmers, Dalits, tribals, women, youth, and consumers with low
purchasing power.

The Guidance Manual On Financial Linkages is a publication of the Nature-Positive
Farming & Wholesome Foods Foundation (N+3F) and The NPM Network. The N+3F
is a non-profit organisation with a mandate to catalyse scaling up nature-positive
farming and wholesome food systems (N+FFS) across India to meet the fundamental
human right to healthy foods, while operating within planetary boundaries. Its specific
objectives are:

For any queries on this document contact:
  
M. Karthikeyan, CEO

Nature-Positive Farming & Wholesome Foods Foundation (N+3F)
1st Floor, ‘Tirumala Madhavi’, No. 518, 5th Cross, Vijaya bank Layout, 
Bilekahalli, Bangalore- 560076 

Mail at: karthikeyan@np3f.in, karthikeyanrfd@gmail.com

To know more about N+3F, visit: www.np3f.in 

Cover Page: Members of a Farmer Producer Organization in Odisha 

This work is licensed under the Creative Commons Attribution-
NonCommercial 4.0 International License. To view a copy of this
license, visit http://creativecommons.org/licenses/by-nc/4.0/ 

Attribution — You must give appropriate credit, provide a link to the license, and
indicate if changes were made. You may do so in any reasonable manner, but not in
any way that suggests the licensor endorses you or your use.

NonCommercial — You may not use the material for commercial purposes.
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Recognizing that Indian farmers would be able to better negotiate for their needs in
large numbers, the Government of India has been making efforts for the widespread
adoption of Farmer Producer Organisations. Unlike cooperative models, FPOs in India
have a corporate structure and are governed under the Companies Act. This
institutional architecture offers a lot of scope to FPOs to undertake various
development interventions related to farming and mainly for working on forward and
backward market linkages. Building on this opportunity, many of the FPOs are
attempting supply of inputs, and in aggregation, storage and collective marketing of
the main commodities produced by its members. 

For these business operations to reach a viable scale, FPOs need substantial capital.
Given that context, financial linkage act as a major game-changer for the expansion of
the business of FPOs. It can lead to the exponential growth of the business of FPO as it
increases the capacity of a company to procure more from the farmgate and increase
their capacity to trade in the market. But most of the FPOs are finding it difficult to
mobilise necessary finances as they are not aware of the possibilities and the
procedures. 

Nature-Positive Farming and Wholesome Foods Foundation (N+3F) considers that
Farmers Producer Organisations are an important institutional intervention in the
development of markets for the pesticide-free food category. In this direction, N+3F
has been working with FPOs and with CSOs promoting FPOs. N+3F has developed this
manual on Financial linkage to ease the difficulties faced by the FPOs/CSOs in
mobilizing financial support. The objective of this manual is to provide a detailed
know-how on the different sources of finance available for FPOs, the agencies
involved, terms and conditions, and how to avail the financial support from various
agencies. The target group for this manual is the key staff of FPOs and promoting CSOs
who are engaged in the business operations of the FPOs.

While this manual is presented in a way to facilitate self-learning by farmer
organizations and CSOs, it can also be used as a training manual by organisations that
support these organisations. N+3F will be updating this manual on a periodical basis.
We welcome any suggestions and ideas for improving this manual.
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This manual on financial linkage attempts to compile and present available
information on financial support to FPOs. It has two major parts. The first part
covering sections II to V gives the introductory details. It starts with describing the
different sources of finance available for FPOs. This is followed by details of the
financial institutions which offer support to FPOs. Then the manual explains how the
funding requirement of FPOs varies with their age and how financial institutions offer
support accordingly. This was followed by the terms and conditions on which the
different financial institutions provide finance to FPOs. 

Once these introductory details are over, the second part covering sections VI to VIII
gives in detail the different products offered by various institutions. The second part
starts with the products offered by the financial institutions and how they can be
availed. This was followed by a detailed description of government schemes and
policy initiatives to support FPOs or community organizations. This section is
presented as two sub-sections, one covering the capital grant and other forms of
financial support, and the other covering the loan guarantee. The last section of the
second part covers the other financial support available to FPOs. 

For aiding the staff of FPOs and CSOs, this manual lists the documents to be kept
ready for applying for the loan. It also offers model loan application forms and details
of websites of banks that offer financial services to FPOs.
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Ware House Receipt Finance: A warehouse receipt is a type of documentation
used in the futures markets to guarantee the quantity and quality of a particular
commodity being stored within an approved facility. Warehouse receipts are
important because they serve as proof that the commodity is in the warehouse
and that the proper documentation has been verified. Commodities need to meet
specific quality standards in order to be traded as a futures contract, and the
warehouse receipts play a role in verifying that the necessary requirements have
been met. Based on the warehouse receipt various financial institution gives loan.

Working Capital : A working capital loan is a loan that is taken to finance a
company's everyday operations. These loans are not used to buy long-term
assets or investments and are, instead, used to provide the working capital that
covers a company's short-term operational needs. Those needs can include costs
such as payroll, rent, and debt payments.

Term Loan: A term loan is a simply a loan that is given for a fixed duration of time
and must be repaid in regular instalments. These loans usually extended for a
longer duration of time which may range from 1 year to 10 or 30 years. 

Grant Support: The PC being a small holders’ organisation may seek capital
support and other assistance from the Government schemes and other corporate
organisations. Some of the assistance are mentioned below: 

Support to the equity base of FPOs by providing matching equity grants
(SFAC).
Credit Guarantee Fund (CGF) to provide cover to banks which advances loan
to FPOs without collateral has been announced by GoI(SFAC). 
NABARD also provides grant support under PODF to FPOs details of which are
described under its schemes. 
Funding support is also available from the Department of Rural Development
and Panchayats, Ministries of Agriculture and Cooperation or Horticulture or
Food Processing, and state Governments under various schemes like National
Horticulture Mission (NHM) and State Horticulture Mission (SHM),World Bank,
bilateral/ multilateral donor agencies.
Funding support is made available by some corporates under Corporate
Social Responsibility (CSR) .

Finance for FPOs can be arranged from the following sources:

a.

b.

c.

d.

e.

Under the mandate of GoI, the promotion and strengthening of FPOs has been one of
the key strategies to achieve inclusive agricultural growth. With large scale promotion
of FPOs, the GoI has initiated the above policies to create an enabling ecosystem to
strengthen the FPOs.
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Equity Financing: Equity financing is the process of raising capital through the
sale of shares. Companies raise money because they might have a short-term
need to pay bills or have a long-term goal and require funds to invest in their
growth. By selling shares, a company is effectively selling ownership in their
company in return for cash. Based on the equity the company can also apply for
Credit Guarantee Fund (CGF).

Suppliers’ Credit And Advance Payment From Buyers: Suppliers’ credit can be
obtained from credit companies or from potential buyers and sellers. The
producers who sell their products to the PO can also sell on credit. PO can get
partial payment in advance from the prospective buyers. It can get agriculture
inputs from the Agro. dealers on the conditions of payment after sales. Now days
Samunathi Finance type institution are involved in such financing.
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II. Major Financing Agencies For FPOs

Banks

There are 3 commercial banks involved in lending are known as Public sector bank,
Private sector Bank and Foreign Bank. However, few foreign banks are involved in the
FPO lending.

NBFCs: Major Lenders In The Market 

Samunathi Finance Ltd.
Ananya Finance Ltd.
NABKISAN
Kissandhan Agri Financial Services Pvt Ltd

1.
2.
3.
4.

Other Financial Institutes 

Arya Collateral
Star Agri warehousing and Collateral Management Ltd,
Sohan Lal Commodity Management Pvt. Ltd
National Collateral Management Services Ltd

Ware House finance / Receipt based finance like 
a.
b.
c.
d.

Details of few organization involved in lending FPO in different stages of FPO and their products

https://www.livemint.com/Search/Link/Keyword/Star%20Agriwarehousing%20and%20Collateral%20Management%20Ltd
https://www.livemint.com/Search/Link/Keyword/Sohan%20Lal%20Commodity%20Management%20Pvt.%20Ltd
https://www.livemint.com/Search/Link/Keyword/National%20Collateral%20Management%20Services%20Ltd
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III. Stages Of FPOs viz Requirement Of Funds 

Incubation And Early Stage: At this stage, the financial need of the FPOs revolves
around the cost of mobilizing farmers, registration cost, cost of operations and
management, training, exposure visits etc.

Emerging And Growing Stage: Once FPOs are incubated with grant support from
promoting institutions, there are three ways to raise fund to meet their working
capital and investment need. They include – Equity Financing, Credit Capital and
Debt Financing.

Matured Stage (Business Expansion): As the FPOs move towards expanding their
businesses, they need finance for quality improvement in products/services. Here,
finance is required for quality improvement along the value chain of the produce.
So the loan products mentioned below have been introduced:

To ensure sustainability and economic viability of FPOs, their nurturing plays an
important role in taking up viable business activities like aggregation of produce,
collective marketing, bulk procurement of inputs, primary processing, etc. To meet
the credit requirements of FPOs in broadly categorized into three phases.

Loan Products with availability of Collateral/Guarantee Cover.

Loans to POs/FPOs that are eligible for assistance from SFAC towards
equity/credit guarantee cover.

Loans to Promoting Institutions, for on lending to FPOs.

Loan Products without Collateral//Guarantee Cover.

Loans to FPOs that are not in position to provide collaterals.

Loans to start-up FPOs with small size of business activities.

The items eligible for assistance broadly include capital cost such as cost of
building, machinery and equipment for processing, specially designed vehicles for
transportation etc. and working capital requirements for input supply,
procurement, collective marketing, and other recurring costs connected with the
project.
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Phase I Phase II Phase III

Incubation & Early
Stage 

Grant Support for
Training, Exposure, and

System Development

Emerging & Growing
Stage

Equity Financing
Working Capital 

Matured Stage -
Business Expansion

Debt, Capital,
Term Loans

Here, the financial need of the FPOs revolves around the cost of
mobilising farmers, registration cost, cost of operations and
management, training, exposure visits etc. mostly managed by
grant funds.

Here FPOs need working capital to run their businesses.

Term loans are needed to set up processing units, processing/
grading/ sorting yards, storage godowns, cold storage,
transport facilities, etc.

Incubation & Early
Stage 

Emerging & Growing
Stage

Matured Stage -
Business Expansion
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IV. Terms &  Conditions On Which Different
Financial Institutions Provide Credit 

Governance

Credit evaluation of an FPO is similar to that for a typical company, while making
adjustments for the special, stage-wise needs of an FPO, concomitant stage-wise risks,
and risk mitigating circumstances. Good leadership is the most important factor for a
bankable entity. Good leadership includes critical aspects like business strategy, legal
compliances, book-keeping, and governance.

the ability of the elected board members to lead in business strategy and
execution, in conjunction with the management and promoting institution

the ability to involve and engage the members, through regular participation
and interaction on relevant market trends and resultant strategies. Formation
and successful implementation of sub-committees charged with finance,
marketing, production, and other sub verticals is a good strategy towards the
same end.

the ability to serve the members by way of facilitating incentives and
subsidies

Governance is a good indicator of an FPO’s present and future potential. The
quality of governance refers to,

Adherence To Compliance, Regulatory & Statutory Requirements 

The compliance to regulatory & statutory requirements is critical, especially in the
current time when stiff penalties for delays can erode company net worth.
Activities under this may include finding a competent auditor at the district level,
as the Producer Company Act is relatively new, and most auditors may not be
aware of its compliance and audit systems.

An indicator for good performance of an FPOs is its history of filing statutory
returns, and leveraging available grants, schemes. Successful track record of filing
for applicable grants & schemes, and essential FPC compliances, including
monthly ROC filing, audit reports, maintenance of registers at FPO level, imply
that the FPO has a baseline level of experience in handling operations.

Relationship Between The Members And The FPO

FPOs are member-centric institutions. The business comes from the participation
by the members. 
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Members of an FPO may be derived from existing self-help groups, joint liability
groups, and farmer interest groups, and an FPO’s relationship with these structures
are critical in ensuring patronage and smooth working.

Cohesion Within And Competence Of The Board

Are all the board members active (rarely so) or is it dominated/run by a few? A
good sign is when all the board members are well informed about the happenings
of the FPO, and different opinions are expressed and discussed, without some
individuals dominating. In addition, in mature FPOs, formation of different sub-
committees with Board members in each committee indicates a high level of
competence.

Relationship With Promoting Organization

The relationship between FPO and its promoting organisation is a key metric of
FPO assessment. In ideal cases, the promoting organization provides the FPC
board and management with support43, while allowing for the FPO to maintain
its autonomy in making executive decisions.

Separation Of The Board From The Management

The separation of the Board from management, and delegation of operational
decisions to the management team with adequate oversight from the Board is an
important ingredient in the smooth working of an FPO. This can be gauged by
observing the day to day workings of an FPO.

Competence Of The CEO And The Staff 

This is another defining success factor for an FPO. These can be assessed by
interaction and observation. The CEO must be qualified to make strategic
decisions, must have knowledge of the relevant commodity market, and must be
supported by the Board and the promoting institution. Activities led by the
management staff includes handling of cash, maintenance of systems, adherence
to compliances / terms and conditions, signing of MoUs to access grant / policy
support, etc.

Computerization Of Operations And Records

Adoption of digitization by an FPO, even if the majority of its trade is through
handshake agreements, is a good indicator of the progressiveness of an FPO and
the desire of its leadership to be more transparent and market ready. Digitization
means not just the use of accounting software such as Tally, but also a
comprehensive ERP software (either catering specifically to FPOs, or otherwise).
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Cash Handling And Book-Keeping

It is good to check the status of books of accounts – Are the postings up-to-date, is
everything in order? Have the records of transactions been filed correctly? Are all
transactions routed through the bank account? Has the Bank Reconciliation
Statement been prepared? A tiered score can be given on the basis of the
comprehensiveness of bookkeeping, and the frequency / regularity of
communication regarding operational and executive decisions taken by the
Management / Board to the other members.

Business Strategy 

Only the largest, or most well-networked FPOs have the resources to create
operational business plans, including detailing implementation, and business
portfolio in project reports. An astute strategy also includes FPO’s ability to
successfully enforce ecosystem engagement with ecosystem players like technical
institutions for crop advisory, market intermediaries, suppliers and buyers.

For smaller FPOs, the business strategy and plan will be commensurate with the
stage of the FPO. Typically, it is enough if the business plan describes existing and
near future market linkages, for example, to the local mandi, to an institutional
aggregator in the urban capital of the state, retail buyers, etc.
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V. Different Products Offered By Financial
Institutions

Warehouse Receipt Finance

Working capital/Short term loans

Term Loan

5.1 Warehouse Receipt Finance

While the practice of lending against warehouse receipts is not new to India, it
received major impetus post the enactment of the Warehousing (Development and
Regulation) Act of 2007, which came into force from 2010. The 2007 law made way for
a separate Warehousing Development and Regulatory Authority (WDRA) with an
objective to develop scientific warehousing techniques in India. The Act introduced a
negotiable warehouse receipt system. WDRA bestowed confidence in banks about the
warehousing system in India, ironing out worries about the underlying collateral.
Banks have started funding against pledge of warehouse receipts in a big way. 

For instance, a decade ago, loans worth only around Rs 5,000 crore were made to
farmers against warehouse receipts. Currently banking institutions have advances of
around Rs 40,000 crore against such receipts. While these numbers look smaller
against the gross agri credit target of Rs 8,50,000 crore for the current fiscal, there is a
tremendous scope for such financing in years to come on the back of renewed
attention of policy makers and changing agri dynamics in the country. Post harvest,
due to lack of liquidity, a farmer is compelled to sell his produce immediately,
sometimes within days of harvest. 

Due to a supply glut in the market, the farmer is not able to realise the best price for
his produce. So, instead of selling, the farmer deposits his produce in a WDRA
accredited warehouse, which issues him a warehouse receipt. Farmer takes the
receipt, which has all the necessary details like quality and quantity of the produce, to
the bank. Bank offers a credit facility against that receipt up to 70 per cent of the value
of the collateral with the warehouse. The farmer can use the fund for his consumption
needs and inputs for the next season. 

Meanwhile, the farmer keeps an eye on the price, and sells the produce, wholly or
partly for a price that he thinks is right, and repays the bank.  A well developed
warehouse receipt finance system includes farmers, banks, financial institutions,
insurance companies, commodity exchanges. WRF brings about benefits at both micro
and macro level. In fact, the mechanism has the potential to hit many targets with a
single dart. For Farmers: As against traditional loans by banks, loans against WR are
quick.
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Arya Collateral

WFR brings about better price realization for farmers, especially small and marginal
farmers thereby reducing poverty. A major impetus on WFR can help the government
realise their promise of a 50 per cent profit over input cost for farmers. Bye-bye money
lender: Lack of access to institutional credit forces farmers to knock on the doors of
the informal sector that charges hefty interest rates. A well developed WRF will kill the
back of the informal sector.

Encourage scientific storage: Spoilage and wastage have become the hallmark of
Indian agriculture. It is estimated that 25-30% of agricultural produce every year is lost
due to poor storage and frail handling post harvest. Increased usage of WFR will kick-
start a circle of investments in warehousing infrastructure - currently, there are 793
government and private warehouses in India, according to WDRA. More accreditation
by WDRA will help scientific storage of farm produce and fix the missing link in the
supply chain.  

For banks: The average tenor of loan against WHR is around six months. This helps
banks with their asset-liability mismatch issues as they can churn portfolios quickly.
Further, lending against WHR is safer and more liquid for banks. Intermediaries like
collateral managers make the job easier for banks as far as underlying collateral is
concerned. WRF helps banks achieve their priority sector lending targets in an efficient
way, rather than following the mandate in a willy-nilly manner, so far.

For the economy: WRF can dramatically reduce inter-seasonal price fluctuations. Rural
demand has slumped in recent years, which impacted the overall economy. WRF
increases liquidity in the rural economy, helping consumption. A well developed WRF
system can also help fix the supply issues, which will lead to a lower inflation-lower
interest rates regime in India.

In conclusion, the contribution of warehouse receipt systems has been well
recognised both in developed and developing agricultural markets in the recent past.
WDRA is working towards making the WRF system more mature. It is already working
towards creating an information repository of all the warehouses in the country and
electronically connecting them. It is also working towards lowering compliance costs
for warehouses and creating a rating system for warehouses. Some private
organisations offering such services include:

1.

     2. Star Agri warehousing and Collateral Management Ltd

     3. Sohan Lal Commodity Management Pvt. Ltd

     4. National Collateral Management Services Ltd

https://www.livemint.com/Search/Link/Keyword/Star%20Agriwarehousing%20and%20Collateral%20Management%20Ltd
https://www.livemint.com/Search/Link/Keyword/Sohan%20Lal%20Commodity%20Management%20Pvt.%20Ltd
https://www.livemint.com/Search/Link/Keyword/National%20Collateral%20Management%20Services%20Ltd
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Various Nationalised and private sector banks are also involved in lending for such
purpose:

SBI Terms & Conditions For Warehouse Finance 

Nature of Facility : Cash Credit facility (for limits of Rs. 1 cr. and above)/Working
Capital Demand Loan/Revolving Demand Loan

Quantum of loan (Min/Max) : Need based Financing based on eligibility.

Margin ranges from 25-35% of Market Price depending on facility and tie-up or
without tie-up. Discretionary powers have been provided for concessions to
authorities/committees at Circle level.

Pricing : Competitive Pricing Linked to MCLR

Processing Fee : Unified Charges (Includes Processing charges, Inspection
charges and Facility Fees) are being levied which ranges from Nil to Rs.3 Lacs
based on the quantum of loan.

Repayment Period : The loan should be liquidated as and when the product is
sold during the validity period not exceeding 12 months

The scheme is being extended to finance traders/owners of goods/manufacturers for
own processing against Warehouse Receipts issued by Collateral Managers (C.M)
with whom we have tie-up. Further, WHR issued by CWC / SWC would also be eligible
for WHR finance.

ICICI Terms & Conditions

Credit Limit : Maximum of Rs. 30 million. The limit is assessed on the basis of
financial parameters and proof of dealing in commodities.

Tenure : Maximum of 12 months. The tenure of each tranche varies from 3 to 12
months depending on the commodity financed.

Maximum Rate of Interest : Marginal Cost of Funds based Lending Rate(MCLR)
+6% .

Processing fees : up to 1% of processing fees to be charged on every
disbursement.

ICICI Bank's Rural, Micro banking and Agribusiness group caters to the financial
needs of those involved in the commodities business, such as farmers, traders,
processors and aggregations. A credit line of up to Rs. 300 million is offered for
agricultural operations with agricultural commodities as securities, including those
maintained in demat form.
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Collateral Management charges : Maximum of Rs. 35,000 per month charges will
be applicable for private warehouses.

Penal Interest : In case of late repayment, penal interest @ ROI + 6% p.a. will be
levied and collected.

NABKISAN Terms & Conditions

Eligible Institutions - FPO incorporated at least six months prior to submission of
application having one audited balance sheet and falling under A+, A or B grade
of NABKISAN rating tool.

Minimum share capital - Rs. 2 lakh (minimum)

Margin - Commodity specific margin amount. Margin of the commodities are
decided on the basis of prevailing market price, any recent spike in the prices,
price volatility and historical trends, shelf life, seasonality of crop and peer bank
offerings.

Security - Pledge of eNWR with lien noted in favour of NABKISAN 1.

Rate of interest - Linked to Weighted Average Cost of Borrowing of NABKISAN
and as per the rate of interest policy of NABKISAN applicable from time to time.

Repayment - 12 months.

Loan amount - Value of the commodity minus commodity specific margin
amount, subject to a maximum of Rs. 1 Crore.

Processing fee - 1% of loan amount.

Insurance - The stock of commodity will be insured to full value and endorsed in
favour of NABKISAN by the borrower.
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5.2 Working Capital/Short Term Loans

Loan against inventory - Sales Inventory is insured & pledged to the financier to
raise the required working capital. 

Loan against Cash/Bill Payment Receivables - Cash receivables or bill payment
receivables from credible debtors are pledged to the financier to raise the
required working capital.

Loan against Purchase Orders - Payment Orders from credible buyers are provided
to the financier to raise the required working capital.

A working capital loan is a loan that is taken to finance a company's everyday
operations. These loans are not used to buy long-term assets or investments and are,
instead, used to provide the working capital that covers a company's short-term
operational needs. Loans can be availed by providing the details of the company along
with a matching asset/security. Just like in the case of warehouse receipt finance, the
financiers may calculate the loan amount to be provided as around 60-70% of the
securitized assets after discounting for a margin to factor in relevant risks. 
Popular methods of availing working capital/short term loans include,

Various institutes have come forward to finance the FPOs in this segment like SBI,
Canara Bank, ESAF Small Finance Bank, Samunathi Finance, NABKISAN Finance,
Ananya Finance, Dena Bank, RRBs, etc.

Reference: HDFC Bank 

https://www.bankbazaar.com/personal-loan/working-capital-loan.html
1
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5.3 Term Loans: 

https://www.unionbankofindia.co.in/english/finance-to-farmer-producer-organisations.aspx
2

2

The cumulative comparison of support by NABKISAN Finance for working capital loan
and term loan is given for reference:

i) NABKISAN's Support To FPOs

https://www.nabkisan.org/loan-enquiry
3

3

NABKISAN Finance Limited (NKFL) formerly known as Agri Development Finance
Limited (Tamil Nadu) was incorporated under the Companies Act, 1956 on 14.02.1997.
NKFL is a subsidiary of NABARD with equity participation from NABARD, Govt. of Tamil
Nadu, Indian Bank, Indian Overseas Bank, Tamil Nadu Mercantile Bank, Canara Bank,
ICICI Bank, Federal Bank, Lakshmi Vilas Bank and a few corporates/individuals. 
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The company is notified as a Non-Banking Financial Company (NBFC) by the RBI. The
main objective of the company is to provide credit for promotion, expansion and
commercialization of enterprises engaged in agriculture, allied and rural non-farm
activities. NKFL is providing support for livelihood/income generating activities by
extending credit to panchayat level federations, trusts, societies and section 25
companies/MFIs for on-lending to its member SHGs/ JLGs. 

The present focus of the company is to support PO for term loan and working capital
requirements. The NABKISAN Finance Limited presently operates in 16 states, viz.,
Andhra Pradesh, Assam, Bihar, Delhi, Gujarat, Haryana, Jharkhand, Karnataka, Kerala,
Maharashtra, Madya Pradesh, Rajasthan, Tamil Nadu, Telangana, Uttar Pradesh and
Uttarakhand.
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PO/FPOs generating surplus through operations.

PO/FPOs having professional management team.

Active involvement of members.

PO/FPOs promoted by promoting institutes of high repute.

PO/FPOs with sound business plan based on market linkages.

Besides the POs which are established and have required infrastructure and other
forms of support to be able to provide adequate collateral, there are organisations
which are emerging and in nascent stage but with promising prospects but may not be
able to provide any collateral. To encourage such organisations and to demonstrate to
various stakeholders about their viability with required support, lending to such
organisations is considered essential. Proposals of such organisations depending
purely on the merits and prospects of the proposal will also be supported up to loan
amount of INR 50 lakh. Such organisations may comply with following minimum
norms:

Link for applying loan to NABKISAN: NABKISAN - Producer Organizations

https://los.nabkisan.org/app/form/LOANAPPLICATIONFORMPRODUCERORGANISATIO
N/publicrecord/iirwrJ0TfjdL58kzepXKapvylv3x3t5rXjQMLLaNxJY/save

https://www.nabkisan.org/products/producer-organizations
https://los.nabkisan.org/app/form/LOANAPPLICATIONFORMPRODUCERORGANISATION/publicrecord/iirwrJ0TfjdL58kzepXKapvylv3x3t5rXjQMLLaNxJY/save
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VI. Schemes And Policy Initiatives To Support
FPOs Or Community Organisations

Capital Grant And Other Forms Of Financial Support 

Venture Capital Assistance Scheme

Loan guarantee

Credit Guarantee Fund(CGF) Scheme

 
a.

             b. National Agriculture Infra Financing Facility (Agriculture Infrastructure Fund)

             c. Producers Organisation Development Fund (PODF)

             d. Equity Grant Scheme 

             e. Business Development Fund (BDA)

             f. Revolving Fund

a.

6.1 Capital Grant And Other Forms Of Financial Support 

6.1.1 Venture Capital Assistance Scheme  

A capital grant, one-time or deferred, may be considered by the government with the
objective of making a project commercially viable. The government may also consider
other forms of financial support to make projects commercially viable. These may
include interest-free or low-interest loans, subordinated loans, operation and
maintenance support grants, and interest subsidies. A mix of capital and revenue
support may also be considered.

Venture Capital Assistance Scheme 
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List Of Enclosures To Be Attached With The Application  
4

Application Procedure for Venture Capital Scheme (sfacindia.com)
4

http://sfacindia.com/Procedure_For_VCA_Scheme.aspx
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Guideline Of Schemes: MergedFile (dac.gov.in)
5

Website Link: Circulars (dac.gov.in)
6

6.1.2 National Agriculture Infra Financing Facility(Agriculture
Infrastructure Fund): 

Convergence with all schemes of central or state government.

Online single window facility in collaboration with participating lending
institutions.

Project Management Unit to provide handholding support for projects including
project preparation.

Size of the financing facility – ₹ 1 lakh Crore.

Credit Guarantee for loans up to ₹ 2 Crore.

Interest subvention of 3% p.a., limited to ₹ 2 crore per project in one location,
though loan amount can be higher.

Cap on lending rate, so that benefit of interest subsidy reaches the beneficiary and
services to farmers remain affordable.

Multiple lending institutions including Commercial Banks, Cooperative Banks,
RRBs, Small Finance Banks, NCDC, NBFCs etc.

One eligible entity puts up projects in different locations then all such projects will
be eligible under the scheme for loan upto ₹ 2 crore.

For a private sector entity, such as farmer, agri entrepreneur, start-up there will be
a limit of maximum of 25 such projects.

Limitation of 25 projects will not be applicable to state agencies, national and
state federations of cooperatives, federations of FPOs and federation of SHGs.

Location mean physical boundary of a village or town having a distinct LGD (Local
Government Directory) code.

Each of such project should be in a location having a separate LGD (Local
Government Directory) Code.

APMCs will be eligible for multiple projects (of different infrastructure types)
within their designated market area.

Interest subvention will be available for a maximum period of 7 years.

Main Features Of The Scheme:

5 6

http://www.agriinfra.dac.gov.in/Content/DocAttachment/FINALSchemeGuidelinesAIF.pdf
http://www.agriinfra.dac.gov.in/Home/Circulars
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Moratorium for repayment under this financing facility may vary subject to
minimum of 6 months and maximum of 2 years.

Disbursement will complete in six years from 2020-21.

Need based refinance support will be made available by NABARD to all eligible
lending entities including cooperative banks and RRBs as per its policy.

 Farmers (including FPOs, PACS, Marketing Cooperative Societies, Multipurpose
cooperative societies, State Agencies, Agricultural Produce Market Committees
(Mandis), National & State Federations of Cooperatives, Federations of FPOs and
Federations of Self Help Groups (SHGs). etc.). 

Improved marketing infrastructure to allow farmers to sell directly to a larger base
of consumers and hence, increase value realization for the farmers. This will
improve the overall income of farmers.

With investments in logistics infrastructure, farmers will be able to sell in the
market with reduced post-harvest losses and a smaller number of intermediaries.
This further will make farmers independent and improve access to market.

With modern packaging and cold storage system access, farmers will be able to
further decide when to sell in the market and improve realisation. 

Community farming assets for improved productivity and optimization of inputs
will result in substantial savings to farmers.

Objectives Of The Scheme:

To mobilize a medium - long term debt finances facility for investment in viable
projects for post-harvest management Infrastructure and community farming assets
through incentives and financial support in order to improve agriculture infrastructure
in the country. This financing facility will have numerous objective for all the
stakeholders in the agriculture eco-system.

Government Budgetary  Support

Budgetary support will be provided for interest subvention and credit guarantee fee as
also administrative cost of PMU. The details are as below:- 
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Supply chain services including e-marketing platforms

Warehouses

Silos

Pack houses

Assaying units

Sorting & grading units

Cold chains

Eligible Projects 

Budgetary support will be provided for interest subvention and credit guarantee fee
as also administrative cost of PMU. The details are as below:- 

a) Post-harvest management Projects like:
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Logistics facilities

Primary processing centers

Ripening Chambers

Organic inputs production

Biostimulant production units

Infrastructure for smart and precision agriculture

Projects identified for providing supply chain infrastructure for clusters of crops
including export clusters

Projects promoted by Central/State/Local Governments or their agencies under
PPP for building community farming assets or post-harvest management
projects

b) Viable projects for building community farming assets including

Registration Link: www.agriinfra.dac.gov.in/Home/Beneficiary Registration.

 DPR Template for projects under Agriculture Infrastructure Fund: Attached as
annexure.

6.1.3 Producers Organisation Development Fund (PODF)

http://www.agriinfra.dac.gov.in/Home/Beneficiary
http://www.agriinfra.dac.gov.in/Home/BeneficiaryRegistration
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6.1.4 Equity Grant Scheme 



http://sfacindia.com/procedure_for_Equity_Grant.aspx
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Eligibility 

7

Checklist

7
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6.1.5 Business Development Assistance (BDA): 

It’s a scheme launched by NABARD specifically for NABARD promoted FPO. 5lakh will
be given as a matching grant on the share capital mobilized by the FPO for
development of business of FPO as grant. It can be availed in one tranche. 

6.1.6 Revolving Fund Assistance: 

This support provided by NABARD for the NABARD promoted FPO up to maximum
amount of Rs.50,000/-.

6.2 Loan Guarantee 

A loan guarantee is a guarantee to a lender providing credit to a project company
that, if a borrower defaults, the government will repay the amount guaranteed,
subject to the terms and conditions of an agreement. Because the guarantee reduces
the lender's risk, the borrower should be able to obtain funds at a lower interest rate
or negotiate a loan that might not otherwise be obtainable. 

As loan guarantees do not involve immediate cash spending by the government, they
can be a more attractive tool to the government than direct loans or grants,
particularly in periods of fiscal restraint. However, they can generate sizable financial
obligations and significantly affect the government's fiscal framework.

6.2.1 Credit Guarantee Fund Scheme
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Eligibility 8

Checklist

http://sfacindia.com/Procedure_Credit_Guarantee_Fund_Scheme.aspx
8
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VII. Support Available Other Than Credit 

Farmer Mobilization cost 

Registration cost 

Chief Executive Officer (CEO) of FPO salary

Technical expert to support the FPO in five different domains like mobilization,
accounts, Agri. production, marketing and managing the MIS 

Office setup cost 

Training and exposure visit to BOD and CEO of FPO

Capacity Building: Various institutes like BIRD, NABARD, APMAS, NIRDPR,
MANAGE, Agriculture universities, Technical Universities, Social organizations etc.
are involved in free and paid training to the farmer producer company on various
aspect like Bookkeeping, Legal compliance, Marketing of produce, mobilization of
farmers, procurement of produce, Governance, Output marketing, Value Addition
by Farmer Producers Organizations etc.

Tax Benefit: With a view to encouraging an enabling environment for aggregation
of farmers into FPOs and taking advantage of economies of scale, the Govt.
announced 100% tax deduction exemption for FPOs with annual turnover of up to
Rs. 100 crores.

Inter-lending To Members: FPO has provision to lend the members of Farmer
producer companies for their needs.

Govt. Department Convergence: Various other department like MSME, NAFED,
Dept. of Animal husbandry and Fisheries, Rural Small Business Development
Center (RSBDC), Direct Industries Centers (DICs), National Small Industries
Corporation (NSIC), Rural and Women Entrepreneurship Development (RWED),
TRIFED etc. are supporting FPO on various aspect based on the need of FPOs.

Farmer Producer Organizations (FPOs) were started long back by the Govt. of India.
However, in recent times the FPO concept has been focused more under the CBBO
project to strengthen the economy of agriculture by doubling the income of farmers
thus Govt. has involved NABARD, SFAC and NCDC for the promotion and development
of FPO across the country and under the Govt. scheme various other components are
also covered and supported as grant, like:

Apart from these various other schemes are also available under various Govt.
departments to strengthen and the development of the FPOs.
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Annex I: List Of Documents Required To Apply For A
Loan  
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Annex II : Links To Some Banks That Offer Loans To
FPOs 

Central Bank : https://www.centralbankofindia.co.in/en/cent-fpo-scheme 

Union bank : https://www.unionbankofindia.co.in/english/finance-to-farmer-
producer-organisations.aspx 

Bank of India: https://www.bankofindia.com/FPO

UCO Bank: https://www.ucobank.com/english/agriculture-credit.aspx

ICICI Bank: https://www.icicibank.com/Personal-Banking/loans/stand-up-india-
scheme.page? 

ESAF Small Finance Bank: https://www.esafbank.com/products/esaf-farmer-
interest-group-loan/

Indian Bank: https://indianbank.in/category/loans/agriculture/#!# 

Bank of Baroda: https://www.bankofbaroda.in/business-banking/rural-and-
agri/loans-and-advances/financing-farmer-producer-companies

Samunnati Finance: https://site.samunnati.com/agri-finance/

Ananya Finance: https://www.ananyafinance.com/resources 

NABKISAN : http://nabkisan.org

HDFC: https://www.hdfcbank.com/wholesale/financial-institutions-and-
trusts/warehouse-receipt-financing

IndusInd Bank: https://www.indusind.com/in/en/corporate/specification/agri-
financing/warehouse-receipt-finance.html 

Federal bank: https://www.federalbank.co.in/ewhr

Indian Overseas bank: https://iob.in/Iob---warehouse-receipt-finance
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Annex III : Sample Filled Loan Application -
NABKISAN 

This form has been put for reference data provided are imaginary/hypothetical and do not have any relation with any
original data.

9

9
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Annex IV : New Loan Format Of NABKISAN 
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Annex V: DPR Template For Projects Under
Agriculture Infrastructure Fund  

This template is prepared keeping in mind the essential information required by the lending institutions to process the loan
application. Different formats of table/description can be used for preparation of the DPR but all the required information in
the template should be included in the DPR

10

10
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Annex VI: List Of Banks With Whom MoU Has Been
Signed By SFAC: 
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Nature-Positive Farming & Wholesome Foods Foundation (N+3F) 

Nature-Positive Farming And Wholesome Foods Foundation (N+3F) is a Section-8 non-profit
support organisation with the mandate to promote N+FFS at scale across India. N+3F builds
on the initiatives of NPM Network and focus on a broad spectrum of interventions which
includes, i) facilitating adoption of nature-positive farming by a large number of farmers, ii)
supporting adoption of post-harvest technologies and practices, iii) market development, iii)
supporting adoption of guarantee systems and certification, iv) promoting consumption of
pesticide-free wholesome foods and v) policy advocacy. N+3F collaborates with 25
organisations comprising NGOs, FPOs and market players in Central, Southern and Eastern
India.

To know more about us, visit: www.npmnetwork.org and www.np3f.in. 

Nature-Positive Farming &
Wholesome Foods
Foundation (N+3F) 

The NPM Network  

The Non-Pesticidal Management Network (NPM Network)was started by a group CSOs to
promote ‘pesticide-free’ sustainable agriculture at the grassroots and to establish pesticide-
free foods as a ‘category’ in the local, regional and national markets.  Currently, the NPM
Network has multiple civil society organisations and FPOs as members, who are working with
thousands of small and marginal farmers in some of the most backward and remote
geographies of India.

The NPM Network & N+3F | 2021 

http://www.npmnetwork.org/
http://www.np3f.in/

