Supreme Court’s Electoral Black M oney Directions:
Strengthening ECI Oversight, Financial
Transparency and Free and Fair Electionsin India

Recent Developments:

e The Supreme Court hasreiterated that preventing the influence of black money in electionsis an important
responsibility of the Election Commission of India (ECI) becauseillicit financial resources can distort the
free choice of voters and undermine the integrity of the electoral process.

e The Court has emphasised stronger institutional coordination through time-bound investigation, seizure
reporting, periodic monitoring and speedy judicial disposal of election-related financial offences.

e The development is significant because electoral expenditure monitoring is already an established component
of election administration, with the ECI deploying Expenditure Observers, Assistant Expenditure
Observers, Flying Squads, Static Surveillance Teams, Video Surveillance Teams and other
enfor cement agencies.

e The ECI’ s current expenditure-monitoring system requires candidates to maintain el ection-expense accounts
and submit them after the election, while the Commission uses digital systems for scrutiny and monitoring.

e The ECI also provides cVIGIL, through which citizens can report violations such as bribery, distribution of
free gifts and liquor, with complaints routed to election officials for action.

Under standing Black Money in Elections.

Meaning and Forms:

e Electoral black money broadly refersto unaccounted, undisclosed or illicit funds entering the electoral
process outside transparent and auditable financial channels.

e It may appear through cash inducements, gifts, liquor distribution, under-reporting of expenditure,
undisclosed poalitical contributions and informal financial networks.

e Black money should not be equated with every instance of cash found during an election because legitimate
businesses and individuals may also carry substantial cash; the relevant question is whether the money has a
lawful sour ce and a connection with an electoral offence or inducement.

e The ECI’ s surveillance mechanism therefore combines physical interception with documentation,
verification, reporting and coordination with financial and law-enforcement agencies.

Why Elections Are Vulnerable:

e Electionsinvolve substantial expenditure on campaigning, transportation, publicity, mobilisation and
political communication, creating opportunities for concealed financial flows.

e Cash-based transactions can be particularly difficult to trace because the original source, intermediary and
ultimate beneficiary may remain hidden.

e Last-miledistribution of inducementsis difficult to detect because cash, liquor or gifts may be distributed
shortly before polling.
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e Electoral black money can therefore affect both the candidate expenditur e process and the broader integrity
of democratic competition.

Why Black Money Threatens Electoral Democracy:.

Distortion of Voter Autonomy:

e Democracy depends upon voters exercising their electoral choice without coer cion, undueinfluence or

illicit inducement.

e Distribution of money or material benefits can convert electoral choice from a political judgment into a
transaction, weakening the principle of informed and autonomous voting.

e The constitutional importance of electoral choice is also reflected in the Supreme Court’ s recognition of
voters' informational rights and the significance of the freedom to vote effectively.

Weakening of Equality in Elections:

e Free and fair elections require areasonably level playing field among competing candidates and political
formations.

e Unaccounted wealth can give financialy powerful candidates an advantage over candidates with limited
resources, thereby increasing the influence of money power .

e InKanwar Lal Guptav. Amar Nath Chawla, 1974, the Supreme Court recognised that financial disparities
in electoral competition can have implications for the fairness of the electoral process.

e The principle becomes constitutionally significant because Article 14 embodies equality before law and
egual protection of laws, while free and fair elections form part of the constitutional democratic framework.

Threat to Free and Fair Elections:

e InIndira NehrGandhi v. Raj Narain, 1975, the Supreme Court recognised the constitutional importance of
freeand fair elections within the basic structure framework.

e Electoral black money threatens this principle by allowing financial resources to influence campaign
visibility, voter mobilisation and electoral competition.

e Therefore, controlling money power is not merely an administrative exercise but an important component of
protecting constitutional democracy.

Policy Capture and Cronyism:

e lllicit political financing can create incentives for financiers to expect favourable treatment after elections.

e Such relationships can produce quid pro quo arrangements, preferential public procurement, regulatory
concessions or policy decisions benefiting narrow private interests.

e Excessive dependence on undisclosed funding can therefore transform political financing into a mechanism
of policy captur e rather than democratic representation.

e The Supreme Court’s Electoral Bondsjudgment, 2024 isimportant in this context because the Court held
that information concerning political-party funding is essential for voters to exercise their freedom to vote
effectively. It declared the Electoral Bond Scheme and associated statutory amendments unconstitutional on
grounds including violation of the voter’sright to information under Article 19(1)(a).

Criminal-Political Nexus:

e Large-scaleillicit cash operations may require intermediaries capable of arranging transportation, distribution

and concealment of funds.
e This can strengthen the relationship between political actors, criminal networksand illicit financial

structures.
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e The Vohra Committee, 1993 remains an important reference for understanding the broader nexus among
criminals, politicians and bureaucratic structures.

e The problem consequently extends beyond electoral expenditure and can contribute to the wider
criminalisation of politics and weakening of rule of law.

Key Supreme Court Directions and I nstitutional Responsibilities;

Seizure Reporting and Accountability:

e Seized cash or other assets suspected to have an electoral connection must be processed through the
prescribed legal and administrative mechanism rather than being retained indefinitely by field-level teams.

e The ECI’ s existing Standard Operating Procedures provide for prompt reporting and judicial processing of
seizures, including forwarding information regarding substantial cash seizures to the Income Tax authorities

e Such safeguards are necessary because seizure powers must operate alongside procedur al fair ness,
documentation and judicial oversight.

Time-Bound I nvestigation:

e Election-related FIRs involving suspected illicit financial activity require time-bound investigation so that
electoral offences do not become ineffective because of prolonged investigation.

e Delays should be properly documented and monitored by the competent electoral authorities.

¢ A time-bound approach is particularly important because el ection-related offences can lose their deterrent
value when investigation and prosecution continue for several election cycles.

Periodic Monitoring:

e Investigating authorities should periodically communicate the progress of election-related cases to the
competent electoral authorities.

e Quarterly monitoring can create an institutional mechanism for identifying delayed investigations, inter-
agency bottlenecks and cases requiring judicial intervention.

e Such monitoring converts election expenditure enforcement from a temporary polling-period exercise into a
more continuous accountability mechanism.

Coordination with Income Tax Authorities:

e The ECI’ s election expenditure framework provides for coordination with the Income Tax Department
when substantial or suspicious cash movements are detected.

e Existing election procedures have specifically contemplated forwarding information relating to cash
exceeding ?10 lakh to Income Tax authorities for necessary action.

e Thiscoordination isimportant because election officials may detect suspicious transactions while specialised
financial agencies possess greater investigative capacity regarding tax evasion, undisclosed income and
financial trails.

Speedy Trials:

e High Courts and subordinate judicia institutions have an important role in ensuring the expeditious disposal
of election-related criminal cases.

e Specialised or designated courts may be used where required to prevent prolonged pendency.

e Speedy investigation without speedy adjudication would create an incomplete enforcement chain because
detection alone cannot establish criminal liability.

e The objective should therefore be an integrated sequence of detection ? seizure ? investigation ?
prosecution ? adjudication.
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Restrictions on Withdrawal of Election-Related Cases:

e Withdrawal of criminal proceedings involving candidates can raise concerns about selective political
intervention.

e Judicial oversight over withdrawal can therefore help protect the integrity and independence of criminal
proceedings.

e Such safeguards are particularly important where the accused person has substantial political influence.

Existing Legal and Institutional Framework:

Representation of the People Act, 1951

e Section 123(1) of the Representation of the People Act, 1951 treats bribery as a corrupt practice in
elections.

e Section 77 requires candidates to maintain a separate and correct account of election expenditure and
operates with the prescribed maximum expenditure framework.

e The Act therefore provides an important statutory foundation for controlling candidate-level electoral
expenditure and corrupt practices.

Election Commission of I ndia;

e Article 324 entrusts the ECI with the superintendence, direction and control of elections to Parliament, State
Legislatures and the offices of President and Vice-President.

e The Commission uses an extensive expenditure-monitoring architecture involving Expenditur e Observers,
Flying Squads, Static Surveillance Teams, Video Surveillance Teams, Accounting Teams and other
specialised mechanisms.

e The ECI also maintains political-party expenditure statements and candidate-related information through its
digital platforms.

cVIGIL and Citizen Participation:

e CVIGIL enablescitizensto report violations such as bribery, distribution of free gifts and liquor during
elections.

e The platform allows election officials to assign complaints to field teams, monitor action and record the final
status of complaints.

o Citizen reporting therefore adds a participatory layer of electoral oversight to the formal enforcement
machinery.

Financial and I nvestigative Agencies:

¢ Election expenditure monitoring increasingly depends upon coordination among the Income Tax
Department, Financial Intelligence Unit-India, Enforcement Director ate, customs and police
authorities.

e The ECI’ s 2024 expenditure-monitoring framework specifically envisaged coordination with several central
and state enforcement agencies.

e Such coordination is necessary becauseillicit electoral finance may move through cash transactions,
banking channels, shell entitiesand layered financial arrangements.

Persistent Challenges.

Candidate and Party Expenditure Gap:
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e The statutory framework regulates candidate expenditur e, while political-party expenditure presents a
different regulatory challenge.

e The absence of acomprehensive statutory ceiling on overall political-party election expenditure can create
opportunities for expenditure to shift from candidates to party-level campaigns.

e Consequently, controlling candidate expenditure alone cannot completely address the broader problem of
money power in elections.

Anonymous or Opaque Palitical Contributions:

e Political-funding transparency remains a major concern because the public must be able to understand the
financial interests supporting political parties.

e The Supreme Court’s 2024 Electoral Bonds judgment established that political-funding information is
relevant to voters' right to information under Article 19(1)(a).

e Thejudgment therefore reinforced the constitutional connection between political-finance transpar ency
and informed electoral choice.

Limited Financial-Forensics Capacity:

e The ECI possesses extensive electoral powers but depends significantly on specialised agencies for complex
financial investigation.

e Tracking hawala transactions, layered transfers, shell entities and suspicious financial patterns requires
specialised forensic expertise.

e Stronger institutional integration between election authorities and financial-intelligence agencies can reduce
this capacity gap.

Cash-Based Transactions:

e Cash remains difficult to trace because it can move without a conventional digital audit trail.

e The challenge becomes greater in informal and rural economies where |legitimate cash transactions are also
common.

e Enforcement agencies must therefore distinguish between lawful possession of cash and cash linked to
electoral offences through documentary and circumstantial evidence.

Detection—Conviction Gap:

e Seizure statistics alone cannot demonstrate effective enforcement.

e The ultimate deterrent effect depends upon successful investigation, prosecution and conviction where
offences are established.

e Prolonged litigation can reduce the practical impact of otherwise strong el ection-monitoring mechanisms.

Last-Mile Distribution:
e Cash, liquor and gifts may be distributed shortly before polling, reducing the time available for detection and
investigation.
e Thisrequires stronger local intelligence, citizen reporting, surveillance and rapid-r esponse mechanisms.
e ThecVIGIL framework provides one technological mechanism for faster citizen-generated reporting.

Major Committees and Commissions on Electoral Finance:

Dinesh Goswami Committee, 1990:

e The committee examined electoral reforms and supported measures to reduce excessive dependence on
private financial resources.
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e It supported forms of state assistance in kind, such as specified logistical support, as a means of reducing
campaign expenditure pressures.

Vohra Committee, 1993:

e The committee documented the criminal-politician-bureaucrat nexus and highlighted the influence of
organised crime on governance and public institutions.

e Itsfindings remain relevant for understanding how illicit financial networks can intersect with political
power.

Indrajit Gupta Committee, 1998:

e The committee supported partial state funding of elections, subject to appropriate safeguards and
regulation.

e The underlying objective was to reduce candidates dependence on private financial resources and thereby
limit the influence of money power.

Law Commission, 170th Report, 1999:

e Thereport proposed comprehensive electoral-law reforms, including greater inter nal democracy and
financial transparency within political parties.
e It remains an important reference for institutional reforms involving political-party regulation.

Law Commission, 255th Report, 2015:

e The 255th Report on Electoral Reforms examined political finance and broader electoral reform
requirements.

e Thereport forms part of the continuing institutional debate on political-party regulation, financial
transparency and electoral integrity.

Way Forward:

Strengthening Political-Funding Transparency:

e Political parties should maintain comprehensive, standardised and publicly accessible financia records.

e Financia disclosures should enable citizens and regulatory institutions to identify the sour ce, amount and
destination of significant political contributions.

e Greater transparency can reduce the possibility of undisclosed financiers exercising disproportionate
influence over political decision-making.

Rationalising Election Expenditure Regulation:

e Parliament should examine whether existing expenditure ceilings adequately reflect legitimate campaign
costs while preventing excessive spending.

¢ Regulation should address both candidate-level expenditure and party-level campaign expenditureto
prevent the shifting of financial resources between the two channels.

e Any expenditure ceiling should be accompanied by effective auditing and enforcement rather than
functioning merely asaformal statutory limit.

Expanding Financial | ntelligence Capacity:

e The ECI should have stronger institutional accessto real-time financial intelligence relevant to election
expenditure.
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e Dataanalytics can help identify unusual cash withdrawals, suspicious financial flows and geographically
concentrated financial activity during election periods.

¢ Such systems should operate with appropriate safeguards for privacy, due process and legitimate financial
activity.

Partial State Funding:

¢ Indiamay examine a phased model of state support in kind, including specified logistical facilities,
campaign communication opportunities and other regul ated assistance.

e Such amodel could reduce the dependence of candidates on opaque private financing while avoiding the
fiscal burden of completely state-funded elections.

e The approach should be accompanied by strict eligibility, auditing and disclosure requirements.

Judicial Fast-Tracking:

e Election-related financial offences should receive time-bound investigation and adjudication without
compromising fair-trial guarantees.

e Specialised courts can be considered where case volumes justify dedicated judicial capacity.

e The objective should be to ensure that electoral offences do not become practically irrelevant because
proceedings continue indefinitely.

Strengthening Citizen Oversight:

e Citizen participation should be expanded through digital reporting mechanisms such as cVIGIL, voter
education and accessible candidate-information platforms.

e The ECI already provides citizens with mechanisms to report violations and access candidate information.

e Greater public awareness can increase the probability that illicit inducements are reported before polling
rather than discovered only after the election.

Conclusion:

e Electoral black money represents a direct challenge to free choice, political equality, transparency,
accountability and democr atic legitimacy.

e The Supreme Court’s emphasis on stronger ECI responsibility, time-bound investigation, seizure
accountability and speedy trials reinforces the principle that electoral integrity requires an effective
institutional enforcement chain.

e The solution, however, cannot depend upon the ECI alone because electoral finance intersects with criminal
law, taxation, financial intelligence, political-party regulation and judicial administration.

e Indiatherefore requires an integrated framework combining transparent political funding, rational
expenditureregulation, inter-agency financial intelligence, citizen participation, speedy adjudication
and accountable political parties.

¢ The ultimate objective should be to ensure that electoral competition is determined primarily by ideas,
leader ship, public policy and voter choice, rather than by the financia capacity to influence or purchase
electoral behaviour.

Value Addition for UPSC:

e Congtitutional provisions: Article 324 — superintendence, direction and control of elections; Article 326
— elections to the House of the People and State L egislative Assemblies based on adult suffrage; Article
19(1)(a) — freedom of speech and expression, which the Supreme Court has connected with voters' right to
information.

e Statutory framework: Representation of the People Act, 1951, particularly Section 77 on candidate
election expenditure and Section 123(1) on bribery as a corrupt practice.
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Landmark judgment: Association for Democratic Reforms, 2002 — voters' right to know relevant
information about electoral candidates.

Electoral-finance landmark: Association for Democratic Reformsv. Union of India, 2024 —
anonymous political funding through the Electoral Bond Scheme was held inconsistent with voters
constitutional right to information.

Consgtitutional principle: Free and fair elections are an essential component of India’ s constitutional
democratic framework.

Institutional mechanism: Expenditure Observers + Flying Squads + Static Surveillance Teams + Video
Surveillance Teams + financial-intelligence agencies + citizen reporting provide a multi-layered election-
expenditure monitoring architecture.

UPSC analytical framework: Electoral black money can be understood through the chain money power ?
voter inducement ? unequal electoral competition ? policy capture ? corruption ? erosion of

democr atic accountability.

Mains-ready conclusion: “ Electoral integrity is not achieved merely by preventing cash from reaching
polling booths; it requires a transparent political-finance ecosystem in which the source of political money,
its expenditure and its influence on public policy remain subject to democratic accountability.”

Kamaraj |AS Academy
Plot A P.127, AF block, 6 th street, 11th Main Rd, Shanthi Colony, Anna Nagar, Chennai, Tamil Nadu 600040
Phone: 044 4353 9988 / 98403 94477 /| Whatsapp : 09710729833



