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New Bad Bank Structure 

Paper lll: Monetary policy and Banking sector 

 

 

 

Why in News 

Recently, the Union Cabinet approved the Rs 
30,600 crore guarantee to back Security 
Receipts issued by National Asset 
Reconstruction Company Limited 
(NARCL) for acquiring stressed loan assets. 

 The NARCL is a part of a new Bad bank 
structure that was announced in the Budget 
2021. 

http://www.mymentor.com/
https://www.drishtiias.com/current-affairs-news-analysis-editorials/news-analysis/16-09-2021
https://www.drishtiias.com/daily-updates/daily-news-analysis/new-bad-bank-structure
https://www.drishtiias.com/current-affairs-news-analysis-editorials/news-analysis/03-02-2021#:~:text=to%20be%20launched.-,Rs.,new%20power%20distribution%20sector%20scheme.
https://www.drishtiias.com/current-affairs-news-analysis-editorials/news-analysis/03-02-2021#:~:text=to%20be%20launched.-,Rs.,new%20power%20distribution%20sector%20scheme.


                                                                                                                                                     www.mymentor.com 
                                                                                                                                                                     7293010102 

 About the New Bad Bank Structure: 
 

 For resolution of huge NPAs (Non-
Performing Assets) in the Indian 
Banking sector, the government of 
India has set up two new entities to 
acquire stressed assets from banks 
and then sell them in the market. 
 

 NPA refers to a classification 
for loans or advances that are in 
default or in arrears. 

 NARCL: 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. 
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 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. 

 Need for NARCL-IDRCL Structure: 
 

 Existing ARCs have been helpful in 
the resolution of stressed assets, 
especially for smaller value loans. 

 Various available resolution 
mechanisms, including Insolvency 
and Bankruptcy Code (IBC), have 
proved to be useful. 
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 However, considering the large 
stock of legacy NPAs, additional 
options/alternatives are needed and 
thus, the NARCL-IRDCL structure was 
announced in the Union Budget 2021. 

 Working of NARCL-IDRCL and 
Guarantee Offered: 
 

 The NARCL will first purchase bad 
loans from banks. 

 It will pay 15% of the agreed price in 
cash and the remaining 85% will be 
in the form of “Security Receipts”. 

 When the assets are sold, with the 
help of IDRCL, the commercial banks 
will be paid back the rest. 

 If the bad bank is unable to sell the bad 
loan, or has to sell it at a loss, then the 
government guarantee will be 
invoked. 
 

 The difference between what the 
commercial bank was supposed 
to get and what the bad bank 

http://www.mymentor.com/
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was able to raise will be paid from 
the Rs 30,600 crore that has been 
provided by the government. 

 This guarantee is extended for 
a period of five years. 

Bad Bank 

 About: 
 

o The bad bank is an Asset Reconstruction 
Company (ARC) or an Asset 
Management Company (AMC) that takes 
over the bad loans of commercial banks, 
manages them and finally recovers the 
money over a period of time. 

o The bad bank is not involved in lending 
and taking deposits, but helps 
commercial banks clean up their balance 
sheets and resolve bad loans. 

o The takeover of bad loans is normally 
below the book value of the loan and the 
bad bank tries to recover as much as 
possible subsequently. 
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 Effect of Bad Bank: 
 

o Commercial Banks’ 
Perspective: Commercial banks are 
saddled with high NPA levels, setting up of 
the Bad bank will help. 
 

 That’s because such a bank will get rid of 
all its toxic assets, which were reducing 
its profits, in one quick move. 

 When the recovery money is paid back, it 
will further improve the bank’s position. 
Meanwhile, it can start lending again. 

o Government and Taxpayer 
Perspective: Whether it is recapitalizing 
PSBs laden with bad loans or giving 
guarantees for security receipts, the money 
is coming from the taxpayers’ pocket. 
 

 While recapitalization and such 
guarantees are often designated as 
“reforms”, they are band aids at best. 

 The only sustainable solution is to 
improve the lending operation in PSBs. 

http://www.mymentor.com/
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 The plan of bailing out commercial banks 
will collapse if the bad bank is unable to 
sell such impaired assets in the market. 
The burden indeed will fall upon the 
taxpayer. 

Way Forward 

 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 
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E-Shram needs some 

hard work to get going 
 

Paper 2: Laws, Institutions & Bodies 
Constituted For The Vulnerable 

Sections 
 

 

Why in news? 

The E-Shram portal has come into existence 
more than a decade after the passage of the 

http://www.mymentor.com/
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Unorganized Workers’ Social Security Act in 
2008. 

 What is E-Shram 

 On August 26, 2021, the Ministry of Labour and 
Employment (MOLE) launched the E-Shram, 
the web portal for creating a National Database 
of Unorganized Workers (NDUW), which will be 
seeded with Aadhaar. 

 It seeks to register an estimated 398-400 million 
unorganized workers and to issue an E-Shram 
card. 

Better late than never move 

 It has come about even after repeated nudging 
by the Supreme Court of India. 

 It is the result of state apathy. 
 Had the Central and the State governments 

begun these legally mandated processes on 
time, much of the distress of lakhs of vulnerable 
workers would have been avoided. 

 In fact, the political class owe an ‘apology’ to 
informal workers. 

http://www.mymentor.com/
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Issues with E-Shram 

(A) Time constraints 

 Long process: Given the gigantic nature of 
registering each worker, it will be a long-drawn 
process. 

 No gestation period: The Government has not 
mentioned a gestation period to assess its 
strategy and efficiency. 

 No hasty process: Employers are or required 
their workers to register even.While the 
Government can appeal to them, any penal 
measure will hurt the ease of doing business. 

(B) Pandemic hides 

 Considering the estimated 380 million workers 
as the universe of registration — debatable as 
the novel coronavirus pandemic has pushed 
lakhs of workers into informality. 

(C) Data security 

 Privacy: One of the vital concerns of e-portals 
is data security, including its potential abuse 
especially when it is a mega-sized database. 

http://www.mymentor.com/
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 No national framework yet: There are also 
media reports pointing out the absence of a 
national architecture relating to data security. 

 Local server issues: It has been reported that 
in some States such as Maharashtra, the server 
was down for a few days. 

(D) Structural issue 

 Aadhaar seeding: Many workers will not have 
an Aadhaar-seeded mobile or even a 
smartphone. Aadhaar-seeding is a controversial 
issue with political overtones, especially in the 
North-eastern regions. 

 Eligibility: There are several issues concerning 
the eligibility of persons to register as well as 
the definitional issues. 

 Exclusion: By excluding workers covered by 
EPF and ESI, lakhs of contract and fixed-term 
contract workers will be excluded from the 
universe of UW. Hazardous establishments 
employing even a single worker will have to be 
covered under the ESI, which means these 
workers also will be excluded. 

http://www.mymentor.com/
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 No benefits for the aged: The NDUW 
excludes millions of workers aged over 59 from 
its ambit, which constitutes age discrimination. 

(D) Complex identities of workers 

 Migration: Many are circular migrant workers 
and they quickly, even unpredictably, move 
from one trade to another. 

 Mixed work: Many others perform formal and 
informal work as some during non-office hours 
may belong to the gig economy, for example as 
an Uber taxi or a Swiggy employee. They 
straddle formal and informal sectors. 

 Gig workers: Even though MOLE has included 
gig workers in this process, it is legally unclear 
whether the gig/platform worker can be 
classified first as a worker at all. 

(E) Other impediments 

 Dependence on States: The central 
government will have to depend on the State 
governments for this project to be successful. 

 Lack of coordination: In many States, the 
social dialogue with the stakeholders especially 
is rather weak or non-existent. The success of 

http://www.mymentor.com/
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the project depends on the involvement of a 
variety of stakeholders apart from trade unions. 

 Corruption: There is also the concern of 
corruption as middle-service agencies such as 
Internet providers might charge exorbitant 
charges to register and print the E-Shram 
cards. 

Benefits: No immediate carrot 

 Workers stand to gain by registration in the 
medium to long run. 

 But the instant benefit of accident insurance 
upto ₹0.2 million to registered workers is surely 
not an attractive carrot. 

 The main point of attraction is the benefits they 
stand to gain during normal and crisis-ridden 
periods such as the novel coronavirus 
pandemic now which the Government needs to 
disseminate properly. 

Way forward 

 E-Shram is a vital system to provide hitherto 
invisible workers much-needed visibility. 

 It will provide the Labour Market Citizenship 
Document to them. 

http://www.mymentor.com/
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 The govt should go one step further for triple 
linkage for efficient and leakage-less delivery of 
all kinds of benefits and voices to 
workers/citizens: One-Nation-One-Ration Card 
(ONOR), E-Shram Card (especially bank 
account seeded) and the Election Commission 
Card. 

 Last but not least, registrations cannot be a 
source of exclusion of a person from receiving 
social assistance and benefits. 

Source: The Hindu 
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Mura-Drava-Danube (MDD) Biosphere 

Reserve 
 

Paper 3: Conservation, Environmental Pollution 
& Degradation 

 

 

 

Why in news? 

UNESCO has designated Mura-Drava-
Danube (MDD) as the world’s first ‘five-
country biosphere reserve’. 

http://www.mymentor.com/
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Mura-Drava-Danube biosphere reserve 

 The biosphere reserve covers 700 kilometres of 
the Mura, Drava and Danube rivers and 
stretches across Austria, Slovenia, Croatia, 
Hungary and Serbia. 

 The total area of the reserve — a million 
hectares — in the so-called ‘Amazon of 
Europe’, makes it the largest riverine protected 
area on the continent. 

 The reserve is home to floodplain forests, 
gravel and sand banks, river islands, oxbows 
and meadows. 

 It is home to continental Europe’s highest 
density of breeding white-tailed eagle (more 
than 150 pairs), as well as endangered species 
such as the little tern, black stork, otters, 
beavers and sturgeons. 

 It is also an important annual resting and 
feeding place for more than 250,000 migratory 
birds, according to WWF. 

 Almost 900,000 people live in the biosphere 
reserve. (UPSC may ask if it is uninhabited.) 

http://www.mymentor.com/
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Significance of this biosphere reserve 

 The new reserve represented an important 
contribution to the European Green Deal and 
contributes to the implementation of the EU 
Biodiversity Strategy in the Mura-Drava-Danube 
region. 

 The strategy’s aim is to revitalize 25,000 km of 
rivers and protect 30 per cent of the European 
Union’s land area by 2030. 

 The declaration as BR puts river revitalization, 
sustainable business practices enhancing 
cross-border cooperation into focus. 

Source:Down to Earth 
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The AUKUS Agreement 

Paper ll:IR 

 

 

 

Why in news? 

The United States, United Kingdom, and 
Australia announced a new trilateral security 
partnership called the AUKUS 
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What is the agreement says? 

 The agreement aims to ensure that there 
will be enduring freedom and openness in 
the Indo-Pacific region. 

 Under the agreement, America and Britain 
proposed to transfer technology to build a 
fleet of nuclear-powered submarines for 
Australia within 18 months. 

 With this Australia becomes the second 
nation after U.K. that the U.S. has ever 
shared its nuclear submarine technology 
with. 

 The submarines are to be conventionally 
armed and are powered are powered by 
nuclear reactors. 

 It will give Australia naval heft in the Pacific, 
where China has been particularly 
aggressive. 

 The partnership complements several pre-
existing similar arrangements for the region 
like Five Eyes intelligence cooperation 
initiative, ASEAN, Quad, etc. 

http://www.mymentor.com/
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Whay its  so important? 

 A nuclear-powered submarine is classified 
as an “SSN” under the US Navy hull 
classification system. 

 Since SSN’s are propelled by a nuclear-
powered engine rather than by batteries,  

 

 

 They don’t have to emerge on the surface 
except to replenish supplies for the crew. 

 SSNs are also able to move faster 
underwater than the conventional 
submarines. 

 They have the capability to go into the 
South China Sea at a higher speed without 
being detected. 

What is the fuss over the agreement? 

 New Zealand has announced that under its 
1984 nuclear-free zone policy, Australia’s 
nuclear-powered submarines would not be 
allowed into the former’s territorial waters. 

http://www.mymentor.com/
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 France is also upset with Australia upon 
cancellation of the earlier struck deal worth 
$90 billion of conventional submarines. 

Source: The Hindu, The Indian Express 

 

 

 

 

 

Char Dham: 
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 Char Dham means Four Dhams i.e. Four 
religious places. Char Dham in 
Uttarakhand is a collective term used for 
religous circuit covering Holy hindu 
pilgrimage centres of Badarinath, 
Kedarnath, Gangotri and Yamunotri. 

 

 All four temple shrines are located in 
Garhwal Himalayas range of Uttarakhand. 

 This is considered as most sacred 
religious places to be visited by Hindus, to 
get rid of their sins and pave path to 
ultimate goal of human life – the Moksha. 

 

Source: PIB 
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