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NITI Aayog  released the fourth 

edition of the State Health Index for 

2019–20. 

GS Paper - 2 - Health , Government Policies & 
Interventions 

 

Why in News 

NITI Aayog has released the fourth edition of 
the State Health Index for 2019–20. 

 The report, titled “Healthy States, Progressive 
India”, ranks states and Union Territories on their 
year-on-year incremental performance in health 
outcomes as well as their overall status. 
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 Earlier, the Global Health Security (GHS) Index 
2021, developed in partnership by the Nuclear Threat 
Initiative (NTI) and the Johns Hopkins Center was 
released. India, with a score of 42.8 (out of 100) has 
slipped by 0.8 points since 2019. 

Key Points 

 About: 

o The State Health Index is an annual tool to assess 
the performance of states and UTs, which has 
been compiled and published since 2017. 

o It is a weighted composite index based on 24 
indicators grouped under the domains of ‘Health 
Outcomes’, ‘Governance and Information’, 
and ‘Key Inputs/Processes’. 

 Health Outcomes: 

 It includes parameters such as neonatal 
mortality rate, under-5 mortality rate, sex ratio 
at birth. 

 Governance and Information: 

 It includes parameters such as institutional 
deliveries, average occupancy of senior officers 
in key posts earmarked for health. 

 Key Inputs/Processes: 

 It consists of proportion of shortfall in 
health care providers to what is 
recommended, functional medical facilities, 
birth and death registration and tuberculosis 
treatment success rate. 

http://www.mymentor.com/
https://www.drishtiias.com/daily-updates/daily-news-analysis/global-health-security-index-2021
https://www.drishtiias.com/daily-updates/daily-news-analysis/global-health-security-index-2021


               DAILY CURRENT AFFAIRES 28 DECEMBER 2021   www.mymentor.com 

                                                                                                                                                                   7293010102 

 Developed By: 

o NITI Aayog, with technical assistance from 
the World Bank, and in close consultation with 
the Ministry of Health and Family Welfare 
(MoHFW). 

 Focus of the Fourth Edition: 

o Round IV of the report focuses on measuring and 
highlighting the overall performance and incremental 
improvement of states and UTs over the period 
2018–19 to 2019–20. 

 Ranking of States: 

o To ensure comparison among similar entities, the 
ranking is categorized as: 

 Larger States: 

 In terms of annual incremental 
performance, Uttar Pradesh, Assam and 
Telangana are the top three ranking states. 

 Smaller States: 

 Mizoram and Meghalaya registered the 
maximum annual incremental progress. 

 Union Territories: 

 Delhi, followed by Jammu and Kashmir, 
showed the best incremental performance. 

 Overall: 

 The top-ranking states were Kerala and 
Tamil Nadu among the ‘Larger 
States’, Mizoram and Tripura among the 
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‘Smaller States’, and Dadra and Nagar Haveli 
and Daman and Diu (DH&DD) and Chandigarh 
among the UTs. 

 

 Significance of the Index: 

o Policymaking: 

 States use it in their policy making and 
resource allocation. 

 This report is an example of both competitive 
and cooperative federalism. 

o Healthy Competition: 

 The index encourages healthy competition 
and cross-learning among States and UTs. 

 The aim is to nudge states/UTs towards 
building robust health systems and 
improving service delivery. 

o Helpful in Achieving SDGs: 

 The exercise is expected to help drive state and 
union territories' efforts towards the 
achievement of health-related Sustainable 
Development Goals (SDGs) including those 
related to Universal Health Coverage 
(UHC) and other health outcomes. 

o Role in National Health Mission: 

 The importance of this annual tool is 
reemphasized by MoHFW’s decision to link the 
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index to incentives under the National Health 
Mission. 

 Limitations of the Index: 

o Not Covered Critical Areas: 

 Some critical areas such as infectious 
diseases, noncommunicable diseases 
(NCDs), mental health, governance, and 
financial risk protection are not fully captured 
in the Health Index due to non-availability of 
acceptable quality of data on an annual basis. 

o Limited Data: 

 For several indicators, the data is limited to 
service delivery in public facilities due 
to paucity and uneven availability of private 
sector data on health services. 

 For outcome indicators, such as Neonatal 
Mortality Rate, Under-five Mortality 
Rate, Maternal Mortality Ratio and Sex 
Ratio at Birth, data are available only for 
Larger States. 

o Without any Field Verification: 

 For several indicators, Health Management 
Information System (HMIS) data and 
programme data were used without any field 
verification due to the lack of feasibility of 
conducting independent field surveys. 

Related Initiatives 

 National Health Mission (NHM) 
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 Ayushman Bharat Pradhan Mantri Jan Arogya 
Yojana (AB PM-JAY) 

 Pradhan Mantri Swasthya Suraksha Yojana 
(PMSSY) 

 Pradhan Mantri Bhartiya Janaushadhi 
Pariyojana. 

 Ayushman Bharat Digital Mission 

 

Source:PIB 
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Decades-old dispute between 

Karnataka and Maharashtra over the 

Belagavi 

GS Paper - 2 - Federalism , Inter-State Relations , Indian 
Constitution 

 

Why in News 

The decades-old dispute between Karnataka and 
Maharashtra over the Belagavi or as Maharashtra 
likes to call it the Belgaum district, is back in the 
headlines. 

 Belgaum or Belagavi is currently part of Karnataka 
but is claimed by Maharashtra. 

 

Key Points 
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 About: 

o In 1957, slighted by the implementation of the States 
Reorganisation Act, 1956, Maharashtra 
demanded readjustment of its border with 
Karnataka. 

o Maharashtra invoked Section 21 (2) (b) of the 
Act and submitted a memorandum to the Ministry of 
Home Affairs stating its objection to Marathi- 
speaking areas being added to Karnataka. 

o It claimed an area of 2,806 square miles that 
involved 814 villages, and three urban settlements of 
Belagavi, Karwar and Nippani with a total population 
of about 6.7 lakh, all part of the Mumbai Presidency 
before independence. 

 The villages are spread across Belagavi and Uttar 
Kannada in north-western Karnataka, and Bidar 
and Gulbarga districts in north-eastern Karnataka 
— all bordering Maharashtra. 

o Later, when a four-member committee was 
formed by both States, Maharashtra expressed 
willingness to transfer predominantly Kannada-
speaking 260 villages with a population of about 3.25 
lakh and total area of 1,160 square miles. 

 This was in lieu of accepting its demand for 814 
villages and three urban settlements, which was 
turned down by Karnataka. 

 Basis of Maharashtra’s Claim: 

o Maharashtra’s claim to seek the readjustment of its 
border was on the basis of contiguity, relative 

http://www.mymentor.com/
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linguistic majority and wishes of the people. If 
the claim over Belagavi and surrounding areas was 
based on Marathi-speaking people and linguistic 
homogeneity, it laid its claim over Karwar and Supa 
where Konkani is spoken by citing Konkani as a 
dialect of Marathi. 

o Its argument was based on the theory of villages 
being the unit for calculation and enumerated 
linguistic population in each village. Maharashtra 
also points out the historical fact that the revenue 
records in these Marathi-speaking areas are also kept 
in Marathi. 

 Karnataka’s Position: 

o Karnataka has argued that the settlement of 
boundaries as per the States Reorganisation 
Act is final. 

o The boundary of the State was neither tentative nor 
flexible. The State argues that the issue would 
reopen border issues that have not been 
contemplated under the Act, and that such a demand 
should not be permitted. 

 Steps Taken to Resolve the Issue: 

o In 1960, both States agreed to set up a four-
man committee with two representatives from 
each State. Except on the issue of contiguity, the 
committee could not arrive at a unanimous decision. 

o Between the 1960s and 1980s, chief ministers of 
Karnataka and Maharashtra have met several times 
to find a solution to the vexed issue but with no avail. 

http://www.mymentor.com/
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 Response of Union Government: 

o The central government constituted the Mahajan 
Committee in 1966 to assess the situation. 
Representatives from both sides, Maharashtra and 
the then Mysore state were part of the committee. 

o In 1967, the committee recommended that some 
villages in Karwar, Haliyal and Suparna 
talukas of Karnataka be given to Maharashtra 
but left Belagavi with the southern state. 

 Response of the Supreme Court: 

o In 2006, the Supreme Court held that the issue 
should be resolved through mutual 
negotiation and that linguistic criterion should not 
be considered as it may create more practical 
problems. 

o The case is still being heard by the Supreme 
Court. 

 Other Border Disputes between Different 
States: 

o Boundary issue between Assam and Mizoram 

o Odisha’s Border Disputes 

Reorganization of States in India 

 At the time of independence in 1947, India consisted 
of nearly 550 disjointed princely states. 

 In 1950, the Constitution contained a four-fold 
classification of the states of the Indian Union—Part A, 
Part B, Part C and Part D States. 

http://www.mymentor.com/
https://www.drishtiias.com/daily-updates/daily-news-analysis/assam-mizoram-border-dispute-1
https://www.drishtiias.com/daily-updates/daily-news-analysis/odisha-s-border-disputes


               DAILY CURRENT AFFAIRES 28 DECEMBER 2021   www.mymentor.com 

                                                                                                                                                                   7293010102 

o Part-A states comprised nine erstwhile governor’s 
provinces of British India. 

o Part-B states consisted of nine erstwhile princely 
states with legislatures. 

o Part-C states consisted of the erstwhile chief 
commissioner’s province of British India and some of 
the erstwhile princely states. 

o Part-D state comprised the Andaman and Nicobar 
Islands only. 

 The grouping of states at the time was done on the 
basis of political and historical considerations 
rather than on linguistic or cultural 
divisions, but this was a temporary arrangement. 

 On account of the multilingual nature and differences 
that existed between various states, there was a need for 
the states to be reorganized on a permanent basis. 

 In this context, in 1948, SK Dhar committee - was 
appointed by the government to look into the need for 
the reorganization of states on a linguistic basis. 

o The Commission preferred reorganisation of 
states on the basis of administrative 
convenience including historical and geographical 
considerations instead of on linguistic lines. 

o This created much resentment and led to the 
appointment of another Linguistic Provinces 
Committee. 

 In December 1948, the JVP 
Committee comprising Jawaharlal Nehru, Vallabh 

http://www.mymentor.com/
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Bhai Patel and Pattabhi Sitaramayya was formed to 
study the issue. 

o The Committee, in its report submitted in April 1949, 
rejected the idea of reorganisation of states on a 
linguistic basis but said that the issue could be looked 
at afresh in the light of public demand. 

 However, due to protests, in October 1953, the 
Government of India created the first linguistic 
state, known as Andhra state, by separating the 
Telugu speaking areas from the Madras state. 

 On 22nd December 1953, Jawaharlal 
Nehru appointed a commission under Fazl Ali to 
consider the reorganisation of states. 

o The commission submitted its report in 1955 and it 
suggested that the whole country be divided into 16 
states and three centrally administered areas. 

 The government, while not agreeing with the 
recommendations entirely, divided the country into 
14 states and 6 union territories under the 
States Reorganisation Act that was passed in 
November 1956. 

 Even after the large-scale reorganization of the states in 
1956, the political map of India underwent continuous 
changes due to the pressure of popular agitations and 
political conditions. 

 On 5th August 2019, President of India in the exercise of 
the powers conferred by Clause (1) of Article 370 of 
the Constitution had issued the Constitution 
(Application to Jammu and Kashmir) Order, 2019. 

http://www.mymentor.com/
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o This divided the state of Jammu and Kashmir into 
two new Union Territories (UTs): Jammu & Kashmir, 
and Ladakh. 

 Recently, Dadra and Nagar Haveli and Daman 
and Diu (Merger of Union Territories) Act, 
2019 has merged the Union Territories (UTs) of Daman 
and Diu (D&D) and Dadra and Nagar Haveli (DNH). 

 Presently, India comprises 28 states and 8 union 
territories. 

 

Source:IE 
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5G in India 

GS Paper - 3 - Growth & Development - IT & Computers , 
Indigenization of Technology , Scientific Innovations & 

Discoveries 

 

Why in News 

Recently, the Department of Telecommunications 
(DoT) has announced that India's major metros will 
have 5G services next year. 

 Like other global players, India had, in 2018, 
planned to start 5G services as soon as possible, with 
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an aim to capitalise on the better network speeds 
and strength that the technology promised. 

Key Points 

 About 5G Technology: 

o 5G is the 5th generation mobile network. It is a new 
global wireless standard after 1G, 2G, 3G, and 
4G networks. 

o It enables a new kind of network that is designed to 
connect virtually everyone and everything 
together including machines, objects, and 
devices. 

o Internet speeds in the high-band spectrum of 5G has 
been tested to be as high as 20 Gbps (gigabits per 
second), while, in most cases, the maximum 
internet data speed in 4G has been recorded at 1 
Gbps. 

Evolution from First Generation to Fifth 
Generation 

 1G was launched in the 1980s and worked on analog 
radio signals and supported only voice calls. 

 2G was launched in the 1990s which uses digital radio 
signals and supports both voice and data transmission 
with a bandwidth of 64 Kbps. 

 3G was launched in the 2000s with a speed of 1 Mbps 
to 2 Mbps and it has the ability to transmit telephone 
signals including digitised voice, video calls and 
conferencing. 

http://www.mymentor.com/
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 4G was launched in 2009 with a peak speed of 100 
Mbps to 1 Gbps and it also enables 3D virtual reality. 

 Different Bands of 5G: 

o 5G mainly works in 3 bands, namely low, mid and 
high frequency spectrum — all of which have their 
own uses as well as limitations. 

 Low Band Spectrum: In terms of coverage and 
speed of Internet and data exchange, the 
maximum speed is limited to 100 
Mbps (Megabits per second). 

 This means that telecom companies can use 
and install it for commercial cellphone 
users who may not have specific demands for 
very high speed Internet. 

 However, the low band spectrum may not be 
optimal for specialised needs of the industry. 

 Mid Band Spectrum: It offers higher speeds 
compared to the low band, but has limitations 
in terms of coverage area and penetration of 
signals. 

 This band may be used by industries and 
specialised factory units for building captive 
networks that can be moulded into the needs of 
that particular industry. 

 High Band Spectrum: It offers the highest 
speed of all the three bands, but has extremely 
limited coverage and signal penetration strength. 

 This band greatly enhances futuristic 5G 
technology applications like Internet of 

http://www.mymentor.com/
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Things (IoT) and smart technology but will 
require considerable infrastructure. 

 Uses of 5G: 

o Broadly speaking, 5G is used across three main types 
of connected services, including enhanced mobile 
broadband, mission-critical communications, and the 
massive IoT. 

 Enhanced Mobile Broadband: In addition to 
making our smartphones better, 5G mobile 
technology can usher in new immersive 
experiences such as Virtual reality (VR) and 
Augmented Reality (AR) with faster, more 
uniform data rates, lower latency, and lower cost-
per-bit. 

 Mission-Critical Communications: 5G can 
enable new services that can transform industries 
with ultra-reliable, available, low-latency links like 
remote control of critical infrastructure, vehicles, 
and medical procedures. 

 Massive Internet of Things : 5G is meant to 
seamlessly connect a massive number of 
embedded sensors in virtually everything through 
the ability to scale down in data rates, power, and 
mobility—providing extremely lean and low-cost 
connectivity solutions. 

o Combined with IoT, cloud, big data, Artificial 
Intelligence, and edge computing, 5G could be a 
critical enabler of the fourth industrial 
revolution. 
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Note: 

 India’s National Digital Communications Policy 
2018 highlights the importance of 5G when it states 
that the convergence of a cluster of revolutionary 
technologies including 5G, the cloud, Internet of Things 
(IoT) and data analytics, along with a growing start-
up community, promise to accelerate and deepen its 
digital engagement, opening up a new horizon of 
opportunities. 

 Challenges for 5G Rollout in India: 

o Low Fiberization Footprint: There is a need to 
upgrade fibre connectivity across India, which at 
present connects only 30% of India’s telecom towers. 

 For an efficient 5G India launch and adoption, this 
number has to double. 

o ‘Make in India’ Hardware Challenge: The ban 
on certain foreign telecom OEMs (original 
equipment manufacturer) upon which most of 
the 5G technology development depends, presents a 
hurdle in itself. 

o High Spectrum Pricing: India’s 
5G spectrum pricing is several times costlier than 
the global average. 

 This will be of detriment to India’s cash-strapped 
telcos. 

o Choosing the Optimal 5G Technology 
Standard: The tussle between the homegrown 5Gi 
standard and the global 3GPP standard needs to be 
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concluded in order to hasten 5G technology 
implementation. 

 While 5Gi brings obvious benefits, it also increases 
5G India launch costs and interoperability issues 
for telcos. 

Way Forward 

 Boosting Domestic 5G Production: The country 
needs to encourage and boost its local 5G 
hardware manufacturing at an unprecedented rate 
if it needs to realise the 5G India dream. 

 Pricing Rationalisation: Rationalisation of this 
spectrum pricing is needed so that the government 
generates adequate revenue from the auction without 
hampering implementation plans for 5G in India. 

 Bridging the Rural-Urban Gap: 5G can be deployed 
at different band spectrums and at the low band 
spectrum, the range is much longer which is helpful for 
the rural areas. 

 

Source:IE 
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Trincomalee oil tank farms. 

GS Paper - 2 - Effect of Policies & Politics of Countries on 
India's Interests , India and its Neighbourhood 

 

Why in News 

In the coming days, India and Sri Lanka are going to sign 
the long pending deal to jointly develop the Trincomalee 
oil tank farms. 
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 The signing of the deal will reflect a positive sign, 
amidst strained relationship between the two 
countries. 

 

Key Points 

 About Trincomalee Oil Tank Farms: 

o The oil tank farm was built by the British 
during World War II as a refuelling station, 

o It is located in ‘China Bay’ in close proximity to the 
internationally coveted deep water natural 
harbour of Trincomalee. 

o The proposal of this joint development was envisaged 
35 years ago, in the Indo-Lanka Accord 1987. 

o It comprises 99 storage tanks, with a capacity of 
12,000 kilolitres each, spread across Lower Tank 
farm and Upper Tank Farm. 

o In 2003, Indian Oil Corporation set up its Sri 
Lankan subsidiary called Lanka IOC, to work on 
this oil farm. 

o Currently, Lanka IOC runs 15 tanks. The new 
agreement is being negotiated for the remaining 
tanks. 

 Significance of the deal: 

o The Trincomalee Oil Tank Farms have been bestowed 
with several favourable factors of location. For 
example, 
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 Easily Accessible: It is located on a deep water 
natural harbour of Trincomalee. 

 Strategic Location in the Indian 
Ocean: These oil farms are located along some of 
the world’s busiest shipping lanes. 

o Thus, a well-developed oil storage facility and 
refinery adjacent to the Trincomalee Port would 
have great economic value for both India and 
Sri Lanka. 

Indo-Lanka Accord 

 It is popularly referred to as the Rajiv-Jayewardene 
Accord, after its architects Prime Minister of India 
Rajiv Gandhi and Sri Lankan President J.R. 
Jayewardene. It was signed in 1987. 

 It was signed on the pretext of the Civil War in Sri 
Lanka (between Tamils and Sinhala community). 

 The accord sought to balance India’s strategic 
interests, interest of people of Indian origin in Sri 
Lanka and Tamil minority rights in Sri Lanka. 

 The accord saw the placement of the Indian Peace 
Keeping Force (IPKF) in Sri Lanka to resolve the Sri 
Lankan Civil War. 

 The accord also resulted in enactment of 
the thirteenth Amendment to the Constitution of 
Sri Lanka and the Provincial Councils Act of 1987 

 Issues in India-Sri Lanka Relations 

 China’s Intervention: China’s 
rapidly growing economic footprint (and 
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political clout as a corollary) in Sri Lanka is 
straining India-Sri Lanka relations. 

 China is already the largest investor in Sri 
Lanka, accounting for 23.6% of the 
total Foreign Direct Investment 
(FDI) during 2010-2019 as against 10.4% 
from India. 

 China is also one of the largest 
export destinations for Sri Lankan 
goods and holds over 10% of its external 
debt. 

 China is also handling Hambantota 
Port of Sri Lanka, the port is viewed as a 
part of China’s String of Pearls Strategy. 

 Katchatheevu Island Issue: India ceded the 
uninhabited island to its southern neighbour in 
1974 under a conditional accord. 

 However, many times the fisherman issue 
arises more out of a domestic tussle rather 
than the India-Sri Lanka view on the issue. 

 13th Amendment of the Sri Lankan 
Constitution: Indo-Sri Lankan Accord was 
signed in 1987 to provide a political solution to 
Sri Lanka’s conflict. 

 It envisages devolution of necessary 
powers to the provincial councils to 
address the just demand of the Tamil 
people for equality, justice, peace, and 
respect within a united Sri Lanka. 
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 The provisions of this accord were made in 
the Sri Lankan constitution, by the 
Thirteenth Amendment. 

 However, still the provisions are not 
implemented on ground. Even to this day, 
s lot of Srilankan Tamils who evaded 
from Srilankan civil war (2009) are 
seeking refuge in Tamil Nadu. 

 Back Tracing of Sri-Lanka: Recently, Sri 
Lanka backed out from a tripartite partnership 
with India and Japan for its East Container 
Terminal Project at the Colombo Port, citing 
domestic issues. 

India-Sri Lanka Cooperation: Recent 
Developments 

 Four-Pillar Initiative: Recently, India and Sri Lanka 
agreed to a four-pronged approach to discuss initiatives 
on food and energy security to help mitigate Sri Lanka’s 
economic crisis. 

o This Four-Pillar Initiative comprises Lines of 
Credit, currency swap agreement, 
Modernisation Project (like The Indian 
Housing Project) and Indian Investments. 

 Joint Exercises: India and Sri Lanka conducted joint 
Military (Mitra Shakti) and Naval exercise 
(SLINEX). 

 Participation in Groupings: Sri Lanka is also a 
member of regional groupings like BIMSTEC (Bay of 
Bengal Initiative for Multi-Sectoral Technical and 
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Economic Cooperation) and SAARC in which India 
plays a leading role. 

 SAGAR Vision: Srilanka supports India’s concern for 
the security of the Indian ocean with its ‘Neighbourhood 
First’ policy and SAGAR (Security and Growth for 
all in the Region). 

Way Forward 

 Nurturing the Neighbourhood First policy with Sri 
Lanka is important for India to preserve its strategic 
interests in the Indian Ocean region. 

 Indian foreign policy towards Sri Lanka, as part of 
its ‘Island Diplomacy’, will also have to evolve in tune 
to the emergent realities and threats. 

 Both countries can also cooperate on enhancing 
private sector investments to create economic 
resilience. 

 

Source:TH 
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State of India’s Livelihood (SOIL) 

Report 2021: FPOs 

GS Paper - 2 - GS Paper - 3 , Government Policies & 
Interventions , Agricultural Marketing , Agricultural 

Pricing 

Why in News 

The State of India’s Livelihood (SOIL) Report 
2021 has stated that just 1-5 % of Farmer Producer 
Organisations (FPOs) have received funding 
under central government schemes introduced to 
promote them in the last seven years. 

Key Points 

 About the Report: 

o Access Development Services, a national livelihoods 
support organisation has prepared the SOIL report. 

o It has analysed only Farmer Producer Companies 
(FPC — FPOs registered under The Companies Act, 
2013) since they make up a large majority of the 
organisations started in recent years. 
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 The number of FPOs registered as cooperatives or 
societies is very small. 

 Farmer Producer Organisations (FPOs): 

o Concept: The concept of 'Farmer Producer 
Organisations (FPO)' consists of collectivization of 
producers especially small and marginal farmers so 
as to form an effective alliance to collectively address 
many challenges of agriculture such as improved 
access to investment, technology, inputs, and 
markets. 

 FPO is one type of Producer Organisation 
(PO) where the members are farmers. 

 A PO is a legal entity formed by primary 
producers, viz. farmers, milk producers, 
fishermen, weavers, rural artisans, craftsmen. 

o Voluntary Organisations: FPOs are voluntary 
organizations controlled by their farmer-members 
who actively participate in setting their policies and 
making decisions. 

 They are open to all persons able to use their 
services and willing to accept the responsibilities 
of membership, without gender, social, racial, 
political or religious discrimination. 

o Provide Education and Training: FPOs 
operatives provide education and training for their 
farmer-members, elected representatives, managers, 
and employees so that they can contribute effectively 
to the development of their FPOs. 

 Importance of FPOs: 
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o Declining Average Land Holding Size: The 
average farm size declined from 2.3 hectares (ha) in 
1970-71 to 1.08 ha in 2015-16. The share of small and 
marginal farmers increased from 70% in 1980-81 to 
86% in 2015-16. 

 FPOs can engage farmers in collective farming and 
address productivity issues emanating from small 
farm sizes. 

 Further, this may also result in additional 
employment generation due to the increased 
intensity of farming. 

o Negotiating With Corporates: FPOs can help 
farmers compete with large corporate enterprises in 
bargaining, as it allows members to negotiate as a 
group and can help small farmers in both input and 
output markets. 

o Economics of Aggregation: The FPO can provide 
low-cost and quality inputs to member farmers. For 
example, loans for crops, purchase of machinery, 
input agri-inputs (fertilizers, pesticides, etc.) and 
direct marketing after procurement of agricultural 
produce. 

 This will enable members to save in terms of time, 
transaction costs, distress sales, price fluctuations, 
transportation, quality maintenance, etc. 

o Social Impact: Social capital will develop in the 
form of FPOs, as it may lead to improved gender 
relations and decision-making of women farmers in 
FPOs. 
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 This may reduce social conflicts and improve food 
and nutritional values in the community. 

 Support for FPOs: 

o Promoting Institutions/Resource Agencies 
(RAs): FPOs are generally mobilized by promoting 
institutions/ Resource Agencies (RAs). 

 Small Farmers’ Agribusiness Consortium 
(SFAC) is providing support for the promotion of 
FPOs. 

 The resource agencies leverage the support 
available from governments and agencies 
like National Bank for Agriculture and 
Rural Development (NABARD) to promote 
and nurture FPOs. 

o Formation & Promotion of 10,000 FPOs: The 
Ministry of Agriculture and Farmers Welfare has 
launched the Central Sector Scheme 
titled 'Formation & Promotion of 10,000 
Farmer Producer Organisations (FPOs)’. 

o Equity Grant Scheme: SFAC has been offering 
equity grants up to a maximum of Rs 15 lakh in two 
tranches within a period of three years since 2014. 

 Over the past seven years, only 735 organisations 
have been given grants as of September 2021— 
just 5 % of the total Producer Companies (PCs) 
currently registered in the country. 

o Credit Guarantee Scheme: It provides risk cover 
to banks that advance collateral-free loans to FPCs up 
to Rs 1 crore. 
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 Only about 1% of registered producer companies 
have been able to avail the benefits. 

 Challenges Faced by FPOs: 

o Lack of Business Skills: While Resource Agencies 
(RAs) normally have social mobilization skills, they 
lack business development and marketing 
skills, which are critical for the success of FPOs as a 
business entity. 

o Missing Supply Chain Operations 
Capabilities: Focus on management capabilities in 
the supply chain operations, nuances of market 
dynamics and linkages, business planning according 
to market intelligence and market development 
is clearly missing in the majority of the 
training programmes associated with FPOs. 

o Various Distortions: The present system suffers 
from distortions like multiple intermediaries and 
levies, lack of vertical integration (is the combination 
in one firm of two or more stages of production 
normally operated by separate firms), poor 
infrastructure, restrictions on the movement of 
agricultural commodities, and so on. 

o Limited Market Choices and Lack of 
Transparency: The limited market choices and lack 
of transparency have been the major barriers in 
better price realisation for the farmers. 

 Finding the right markets bypassing the present 
maze of intermediaries is critical. 
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 Many FPOs lack the capacity to manage the 
supply-chain operations and store the unsold 
produce, besides faltering in procurement, 
logistics and price negotiations. 

Way Forward 

 Capacity Building: FPOs need to secure funding, 
identify and establish relations with customers, 
establish internal governance processes, among other 
things. For this, they need capacity building to be able 
to move from start-up phase to growth and eventually 
to maturity. 

 Reducing the Threshold for Eligibility: It is 
important to make it easier for FPOs to avail 
government programmes and schemes for providing 
equity grants and loans. This can be achieved either by 
reducing the threshold for eligibility or by supporting 
FPOs to reach the eligibility criteria, or both. 

 Addressing Structural Issues: Many FPOs lack 
technical skills, have inadequate professional 
management, weak financials, inadequate access to 
credit and inadequate access to market and 
infrastructure. 

 

Source:DTE 
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