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GS II Welfare schemes for vulnerable sections of the population by the Centre and States and 

the performance of these schemes. 

1. PM CARES for Children scheme 

In 2021, Prime Minister Narendra Modi launched a PM CARES for Children scheme to 

support children who lost their parents or a primary caregiver to the COVID-19 pandemic 

between March 11, 2020, and February 28, 2022.  

Background 

· More than 1.5 lakh children were orphaned, lost a parent or abandoned during the COVID-19 

pandemic, as per the Ministry of Women and Child Development. This figure included 

children who lost their parent to causes other than COVID-19 as well, according to a 

statement released by the ministry earlier this year. 

· As India battles a raging second wave, cases of children losing their parents to Covid-19 are 

also mounting. 

· Also the apprehension of child trafficking in the garb of adoption has increased. Child 

Marriages have also increased in the Covid-19 induced lockdown. 

PM CARES for Children scheme 

· Soon after India went into lockdown in March 2020 to slow the spread of the novel 

coronavirus, PM Narendra Modi announced a central fund to provide relief to those affected 

by emergencies like the pandemic.  

· The Prime Minister's Citizen Assistance and Relief in Emergency Situations Fund, or the PM 

CARES Fund, was registered as a Public Charitable Trust under the Registration Act, 1908. 

· Objective– To ensure comprehensive care and protection of children who have lost their 

parent(s) to COVID pandemic, in a sustained manner, enable their wellbeing. 

· Agencies involved: 

ü Central level: Ministry of Women and Child Development. 

ü State level: Department of the State/UT government dealing with the Juvenile Justice set 

up in the State shall be the nodal agency at State level. 

ü District level: District Magistrates (DM). 

· Eligibility: As per the scheme guidelines, children who lost both parents, a surviving parent, 

legal guardian, adoptive parents or a single adoptive parent between March 11, 2020 and 



 

 

February 28, 2022 due to the pandemic are entitled to the benefits. The child should have 

been below 18 years of age on the date of death of the parents. 

· Source of funds: The Ministry of Women and Child Development, which is responsible for 

the scheme in coordination with States and District nodal agencies, coordinates with the PM 

CARES Fund for the release of funds to District Magistrates. The DMs then transfer funds to 

the accounts of each beneficiary. 

Features of the scheme 

· Financial assistance: A corpus of Rs 

10 lakh for each child when he or she 

reaches 18 years of age. From this 

corpus, the child will get monthly 

financial support or a stipend for daily 

needs from the age of 18, for the next 

five years.  

· On attaining the age of 23 years, the 

child will receive the corpus as a lump 

sum amount for personal and 

professional use. 

· As per the PM’s latest announcement, 

Rs 4,000 will be provided every 

month to these children through other 

schemes for their daily needs and a 

scholarship of Rs 20,000 per annum 

will begiven for students of Classes 1-

12.  

· They are also eligible for the Karma 

Scholarship for skills training, the Swanath Scholarship for Technical Education, and a 

scholarship of Rs 2.5 lakhs per year for studying in higher education institutions (IITs, IIMs) 

and an ex gratia amount of Rs 50,000. 

· Education: Those under 10 years of age get admission to the nearest Kendriya Vidyalaya or 

a private school. If the child takes private school admission, PM CARES will give fees as per 

Right to Education norms.  



 

 

· The scheme will also take care of uniforms, textbooks and notebook expenditure. 

· Those between 11 and 18 years of age are eligible for admission in central government 

residential schools such as Sainik Schools and Navodaya Vidyalayas.  

· Children will be assisted in obtaining education loans for professional courses or higher 

education in India as per existing education loan norms. The interest on these will also be 

paid by PM CARES. 

· Alternatively, beneficiaries may receive scholarships from various national schemes run by 

the Ministry of Social Justice and Empowerment, the Ministry of Tribal Affairs, the Ministry 

of Minority Affairs, and the Department of Higher Education. They will avail of these 

through the National Scholarship portal. 

· Health cover: Under PM CARES, all children are to be enrolled as a beneficiary under the 

Ayushman Bharat Scheme (PM-JAY) with a health insurance cover of Rs 5 lakhs. PM 

CARES will pay the premium amount until the child is 18 years old.  

· The PM further stated that beneficiaries will get “emotional counselling through the Samvad 

helpline for psychological and emotional help”. 

How many have benefitted so far? 

· Eligible children can be registered under the PM CARES for Children scheme on 

pmcaresforchildren.in. As of June 1, 9,042 applications were received from 611 districts of 

33 States/UTs. Of them, 4,345 applications were approved, the portal shows. 

· The maximum number of applications under the scheme came from Maharashtra — of the 

1,434 submitted, 790 were approved. Meanwhile, at least 1,547 children from Rajasthan 

were registered on the portal, but only 206 were approved as beneficiaries so far. 

Source: The Hindu 

Practice question: Discuss the features of the PM CARES for Children scheme. 

GS III Indian Economy and issues relating to Planning, Mobilization of Resources, Growth, 

Development and Employment. 

2. Bad bank 

Finance Minister Nirmala Sitharaman announced that the National Asset Reconstruction 

Company (NARCL) along with the India Debt Resolution Company (IDRCL) will take over the 

first set of bad loans from banks and try to resolve them. 



 

 

What is a ‘bad bank’? 

· A bad bank is a financial entity set up to buy non-performing assets (NPAs), or bad loans, 

from banks.  

· The aim of setting up a bad bank is to help ease the burden on banks by taking bad loans off 

their balance sheets and get them to lend again to customers without constraints.  

· After the purchase of a bad loan from a bank, the bad bank may later try to restructure and 

sell the NPA to investors who might be interested in purchasing it.  

· A bad bank makes a profit in its operations if it manages to sell the loan at a price higher than 

what it paid to acquire the loan from a commercial bank.  

· However, generating profits is usually not the primary purpose of a bad bank — the objective 

is to ease the burden on banks, of holding a large pile of stressed assets, and to get them to 

lend more actively. 

Pros and cons of setting up a bad bank 

· A supposed advantage in setting up a bad bank, it is argued, is that it can help consolidate 

all bad loans of banks under a single exclusive entity.  

· The idea of a bad bank has been tried out in countries such as the U.S., Germany, Japan and 

others in the past. 

· The troubled asset relief program, also known as TARP, implemented by the U.S. Treasury 

in the aftermath of the 2008 financial crisis, was modelled around the idea of a bad bank.  

· Under the program, the U.S. Treasury bought troubled assets such as mortgage-backed 

securities from U.S. banks at the peak of the crisis and later resold it when market conditions 

improved.  

· It is estimated that the Treasury through its operations earned a nominal profit of anything 

between $11 billion to $30 billion, although some contest these figures. 

· Many critics, however, have pointed to several problems with the idea of a bad bank to deal 

with bad loans.  

· Former RBI governor Raghuram Rajan has been one of the fiercest critics of the idea, 

arguing that a bad bank backed by the government will merely shift bad assets from the 

hands of public sector banks, which are owned by the government, to the hands of a bad 

bank, which is again owned by the government.  



 

 

· There is little reason to believe that a mere transfer of assets from one pocket of the 

government to another will lead to a successful resolution of these bad debts when the 

set of incentives facing these entities is essentially the same. 

· Other analysts believe that unlike a bad bank set up by the private sector, a bad bank backed 

by the government is likely to pay too much for stressed assets.  

· While this may be good news for public sector banks, which have been reluctant to incur 

losses by selling off their bad loans at cheap prices, it is bad news for taxpayers who will 

once again have to foot the bill for bailing out troubled banks. 

Bad bank and the bad loan crisis 

· A key reason behind the bad loan crisis in public sector banks, some critics point out, is the 

nature of their ownership.  

· Unlike private banks, which are owned by individuals who have strong financial incentives 

to manage them well, public sector banks are managed by bureaucrats who may often not 

have the same commitment to ensuring these lenders’ profitability. To that extent, bailing out 

banks through a bad bank does not really address the root problem of the bad loan crisis. 

· Further, there is a huge risk of moral hazard. Commercial banks that are bailed out by a bad 

bank are likely to have little reason to mend their ways. After all, the safety net provided by a 

bad bank gives these banks more reason to lend recklessly and thus further exacerbate the 

bad loan crisis. 

· NARCL: National Asset Reconstruction Company Limited (NARCL) has been 
incorporated under the Companies Act and has applied to the Reserve Bank of India 
for a license as an Asset Reconstruction Company (ARC). 

· NARCL will acquire stressed assets worth about Rs 2 lakh crore from various 

commercial banks in different phases. Public Sector Banks (PSBs) will maintain 
51% ownership in NARCL. 

· IDRCL: Another entity, India Debt Resolution Company Ltd (IDRCL), will then 
try to sell the stressed assets in the market. 

· PSBs and Public Financial Institutes (FIs) will hold a maximum of 49% stake in 
IDRCL. The remaining 51% stake will be with private-sector lenders. 

· The NARCL-IDRCL structure is the new bad bank structure. 



 

 

· Some experts believe that by taking bad loans off the books of troubled banks, a bad bank 

can help free capital of over ₹5 lakh crore that is locked in by banks as provisions against 

these bad loans.  

· This, they say, will give banks the freedom to use the freed-up capital to extend more 

loans to their customers. This gives the impression that banks have unused funds lying in 

their balance sheets that they could use if only they could get rid of their bad loans.  

· It is, however, important not to mistake banks’ reserve requirements for their capital position. 

This is because what may be stopping banks from lending more aggressively may not be the 

lack of sufficient reserves which banks need to maintain against their loans. 

· Instead, it may simply be the precarious capital position that many public sector banks find 

themselves in at the moment. In fact, many public sector banks may be considered to be 

technically insolvent, as an accurate recognition of the true scale of their bad loans would 

show their liabilities to be far exceeding their assets.  

· So, a bad bank, in reality, could help improve bank lending not by shoring up bank reserves 

but by improving banks’ capital buffers. To the extent that a new bad bank set up by the 

government can improve banks’ capital buffers by freeing up capital, it could help banks feel 

more confident to start lending again. 

Way Ahead 

· So long as Public Sector Banks’ managements remain beholden to politicians and 

bureaucrats, their deficit in professionalism will remain and subsequently, prudential norms 

in lending will continue to suffer. 

· Therefore, a bad bank is a good idea, but the main challenge lies with tackling the underlying 

structural problems in the banking system and announcing reforms accordingly. 

Source: The Hindu 

Practice question: Discuss the pros and cons of setting up a bad bank to tackle bad loan crisis. 
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