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ELECTION AND OTHER RELATED LA! AMENDMENT BILL),2
Title: Discussion on the Election and Other Related Laws (Amendment ) Bill, 2003. (Bill passed)
MR. DEPUTY SPEAKER: The House shall now take up ltem no. 14. The time allotted for this item is two hours.

THE MINISTER OF LAW AND JUSTICE AND MINISTER OF COMMERCE AND INDUSTRY (SHRI ARUN JAITLEY): Sir, 1 beg
to move:

"That the Bill further to amend the Representation of the People Act, 1951, the Companies Act, 1956 and the
Income-tax Act, 1961, be taken into consideration.”

Sir, the need for this Amendment Bill which seeks to amend the Representation of People Act, the Income Tax Act as also
some provisions of the Companies Act has arisen on account of the fact that there has been a larger consensus both in
the democratic polity of India as also amongst the various political parties that 56 years after Independence, we have still
not been able to establish a transparent mechanism by which politics, political activities and political parties in the
country are to be funded. The Committee headed by late Shri Indrajit Gupta had submitted a Report in 1999 where it had
given some very valuable suggestions in relation to State funding of elections.

It was envisaged that the funding would take place on the basis of a corpus created, and which would be
contributed by the Central Government and the State Government. Most State Governments expressed their
reluctance to contribute amounts to it on account of various fiscal pressures on the State Governments themselves.
Therefore, the Government looked into this question as also several other suggestions which are being made by
different political parties and also by the persons outside the parliamentary arena as to how to make and develop a
transparent mechanism of funding of Indian politics. | do recollect that about a year and a half ago the Congress
Party also had set up an internal Committee headed by Dr. Manmohan Singh. The Committee had made several
suggestions in regard to streamlining of this entire process. Therefore, this (Amendment) Bill is really intended to
develop this transparent system as an alternative to what many believe has to be no system by which politics is
being funded or any invisible system by which it is being funded.

Sir, the ingredients of this Bill are that any person, and "any person" includes not only an individual, a partnership,
HUF, also a company, but it excludes Government companies that are entitled to make contributions to a
recognized political party. In order to incentivise contributions to be made by cheque, a procedure had been
streamlined in this Bill that contributions can be made by cheque as far as individuals are concerned, partnerships
are concerned, and HUFs are concerned. This is private money of individuals. There is no limit imposed on it. But
as far as companies other than Government companies are concerned, because it is also shareholders' money,
there is an upper cap of five per cent imposed under the Companies' Act. More than five per cent of profits cannot
be contributed. Whatever is the amount so contributed in order to incentivise donations by cheque, an Amendment
is being proposed to the Income Tax Act wherein a suitable deduction as an admissible expenditure for the amount
so contributed would be available to the donor under the Income Tax Act. This is intended so as to incentivise
persons to give donations to political parties by cheque. There will be an incentive for that in terms of the fiscal
regime being amended in that purpose. Political parties in turn will have a responsibility to audit their accounts, to
strictly maintain their accounts. They will be required to maintain a list of all donors who donate more than Rs.
20,000, in a given financial year. That entire statement of accounts, signed by the authorised person of the political
party, would be submitted before the Election Commission each year. So, the object of this Bill is two-fold. One is to
switch over from the present system where many believe that contributions are made to political parties through
black-money which is generated. As a replacement to this contribution which could be incentivised and be made by
cheque, there will be a responsibility on the political parties to maintain their accounts, to audit their accounts, and
to regularly file their returns before the Election Commission in addition to the returns being filed before the
appropriate income tax authorities. Additionally, the Committee, headed by late Shri Inderjit Gupta made certain
suggestions with regard to the State funding. We could not implement all the suggestions made by the Committee
because the States were reluctant to contribute to the funds which were to be created for the State funding. But we
decided to make some beginning in this matter, and the beginning which has been suggested in this particular Bill
that as far as electronic media is concerned, which include both the public broadcaster and also the private
electronic media and the cable channels, the Election Commission would be empowered at the time of elections to
draw out a code for them so that there is equitable and fair sharing of time by all political parties as far as the
electronic media is concerned. The time would be allocated on the basis of the votes polled by the political parties
in the preceding elections. Additionally, voters lists would be made available to political parties and candidates free
of cost. There is also an empowering provision in this Bill that depending upon the improvement in the finances



both with the Central Government and the State Government, such other facilities at the expenditure of the State,
which could be given to candidates at such an election as the financial position improves and also the ability of both
the Central and the State Government improves. Those additional amenities to be given to candidates at elections,
could also be provided under this particular Act.

There is also a proposal to add an explanation to Section 77 to obviate any requirement for any ambiguity that may
arise in future in relation to the expenditure incurred by a candidate at the time of elections. Candidates incur
expenditure on their own behalf, for, at times, when national leaders of political parties visit constituencies or State
leaders visit constituencies, the expenditure which is incurred for the visit of these national leaders or State leaders,
particularly in relation to their transportation — some may fly in planes or even private planes or helicopters — now if
that expenditure is added to the expenditure to be incurred by each individual candidate, then, perhaps, for inviting
a State or a national leader of his party, bulk of expenditure of the candidate would be included by that one visit.
So, this Bill has clarified — because such ambiguity had arisen in the past - that this expenditure would not be
treated as an expenditure attributable to any particular candidate which is in relation to the national and the State
leaders of that particular party who incur the expenditure. There are also certain persons in relation to whom there
is — because of security requirements — some responsibility of the Governments to provide some mechanism in
relation to security or such other facility as in the case of the Prime Minister or other VIPs who are protected VIPs.
Now, a lot of Government employees, including security personnel, are deployed for such persons to whom security
is to be provided or other arrangements are to be made, the expenditure incurred on them also would not be
attributable to any particular candidate because such expenditure is not really in furtherance of his election
prospects.

Sir, this is @ modest beginning which we are attempting to make to, at least, cleanse the process of politics by which
there is a transparent funding mechanism of Indian politics. Parliament, Parliamentary democracy and political
parties are inherent aspects and components of Indian democracy. What should be the funding mechanism of
political parties, candidates, has remained a big question before the public, as a result of which several questions
relating to the credibility of politics and political parties is involved.

These amendments, which have been proposed, amalgamate some suggestions, if not all a few suggestions, made
by the Committee headed by the late Indrajit Gupta, as also suggestions which have been made by several parties
and several other well-meaning persons so as to cleanse the funding mechanism as far as Indian politics is
concerned.

With these few observations, Sir, | commend to this hon. House that this being a modest beginning in this regard,
that this Bill may be discussed and finally approved by this hon. House.

MR. DEPUTY-SPEAKER: Motion moved:

"That the Bill further to amend the Representation of the People Act, 1951, the Companies Act, 1956 and
the Income-tax Act, 1961, be taken into consideration. "

SHRI E.M. SUDARSANA NATCHIAPPAN (SIVAGANGA): Sir, | stand to support this Bill which is the need of the
hour. It is because the political parties and politicians are very important subject matters of discussion nowadays in
the media. Now, the politicians have got a very important role of governing the country and also the States. We
have made three-tier system where the local administration is also under the people's representatives. At such a
juncture, we need a lot of money for reaching the people and putting forth our ideas when we are contesting the
elections. Running a political party is also a very big task. In such a position, there will be a lot of allegations
regarding the corrupt practices, misusing the Government machinery, and also getting the contributions from
different sources.

A very important allegation made by the media is that the black money is circulated for the purpose of the political
activities. Therefore, it is a very important thing on which the entire nation is now debating, but the Government is
coming forward with certain suggestions which were made by the Standing Committee on Home Affairs. But, at the
same time, as the hon. Minister has mentioned, Dr. Manmohan Singh has given a lot of suggestions to the
Congress Party and we are implementing them in a proper way.

At the same time, the contribution level of Rs.10,000 is now increased to Rs.20,000, which is to be accounted for



and the reports which are to be given by the treasurer or a representative of the party to the Election Commission
also have to follow according to the new amendments made in this Bill. So, the funds that are coming through
different sources are restrained now by this Bill. The Government-owned companies cannot contribute but at the
same time individuals and private companies can contribute. These contributions would be shown in the accounts
given and reported by the political parties to the Election Commission. In the same way, the parties who are
contributing can also show it in their accounts.

There are political parties now coming up in multiple numbers. At the same time, independents are also contesting
elections. Now, there is a vacuum regarding contribution to individual candidates. This Bill is confined only to
political parties and not to individual candidates. So, candidates ought to depend upon the political parties. This is
where corruption comes in. A candidate should have the freeness and he should not have any binding that there is
a financial crunch for a particular candidate. Political parties are now coming up in different guises and are
spending a lot of money which is not accountable. They can very easily escape in different ways but the individual
candidates in different areas are facing the financial crisis. If you take the example of Tamil Nadu, it is one of the
places where the costliest electioneering is going on. We cannot say that it is restricted to the accountable limit of
Rs.15 lakh for an election to a Parliamentary constituency. We can see that the expenditure goes up to Rs.1 crore
or even Rs.2 crore. The public can easily see that while the limit for spending is Rs.15 lakh, the actual expenditure
is Rs.2 crore. They are lavishly putting up their own advertisements, wall writings, posters, banners, hoardings and
cut-outs and spending money for transport facilities and everything else.

It was only during the period when Shri Rajiv Gandhi was the Prime Minister and when Shri T.N. Seshan was the
Chief Commissioner of the Election Commission that things went on properly and the expenditure was confined
within limits. If someone went outside the limit, that was exposed then and there and he was penalised. Even now,
the Election Commission is giving out rules and observers are reporting matters. We cannot shut our eyes. We
cannot dupe the people saying that everything is happening within the laws laid down. That duality is now being
questioned by the media and also by the people who are observing the developments in our democracy. Therefore,
it is high time we brought things within the law.

Any individual or any company contributing to individual candidates should also be allowed to make such
contributions and the freedom to receive contributions should not be confined to political parties alone. We have a
multi-party system and independents are also allowed to contest elections, who cannot get contributions while
political parties can get contributions.

I would like to draw the attention of the Government to one more aspect. There are NRIs, the people who are
interested in having good governance at the Centre and also in the States. They are interested in contributing to
political parties but their contributions are not coming in the legal way. Therefore, we are having a parallel economy
where the contributions are not accounted for. Now, we are going to have a law where political parties would be
required to properly show their accounts to the Election Commission. So, if NRIs or people living in foreign
countries are ready to contribute to a particular party or a particular principle, that contribution should come through
the legal route. Money is coming in but it is not coming in through the legal route. So, this should also be
considered in future and amendments should be brought in.

Regarding this Bill, | would like to confine myself to saying that the system that is now being created by this
amendment is welcome.

At the same time, | would like to say something about the equitable sharing of the time on the cable TV and
electronic media. Now, the publicity is given in the newspapers. Newspapers are carrying a lot of advertisements
for individual candidates and the political parties. There are some parties which cannot contribute to that level. How
are we going to make it? It is just like the Government advertisements. So, why do you not allow some expenditure
by the Government to be allowed to the recognised political parties to advertise in the newspapers also? Then, they
can very easily see and have a comparative study. So, instead of having the contribution from different political
sources, the Government should allow and treat it as one of the advertisements of the Government and the
recognised political parties should be allowed to participate equitably in the advertisements during the course of the
election period.

In the United Kingdom and in other countries, the entire expenditure of the election is born by the Government. We
cannot go to that extent because our exchequer cannot allow it. But, at the same time, we have to consider it, at
least, and we should go nearer to it.

Now, the posters are very costly ones. We have to restrict it. There are some restrictions also. But, at the same
time, there should be a sort of contribution by the Government, by allowing the posters by the candidates. However,
it should be a confined one. There should not be any unequitable posters put up in a particular constituency. There
should be equality given to the parties also. The Government should also consider that contribution. In the same
way, there is electronic media, which is run by the local cable TVs. They are reaching the homes faster than the



national network or the regional network. Therefore, we may be having the Doordarshan or other cable TVs, which
may give some chance to us and which may give some chance to political parties also to debate upon a particular
issue during the time of the election.

In the same way, the Government should also help the local TV so that they will also give equitable chance to the
candidates, especially to the political parties, which are recognised by the Election Commission.

Now, a very wide scope is given for the Executive by insertion of new Sections 78A and 78B where, in due course,
whenever there is a necessity for a particular Government or a particular State Government, they can widen the
scope by giving free distribution of certain materials, which are not mentioned. But statutory possibility is given to
the Executive so that they can consult the Election Commission and give it freely. The voters' list is mentioned as
one of the free materials given to the parties.

Now, nothing is mentioned regarding the candidates. There, again, | want to say that independent candidates are
standing and unrecognised parties are also standing in the elections. | want to know whether they are going to be
helped by giving these free distribution of the voters' list or not. It is because every candidate is not given the voters
list and only the recognised parties are given the voters' list. | would like to know whether that would also be
considered. It has to be answered by the Government.

Now, using of vehicles, fuel and other things are very important. It is a welcome measure to give possibility for the
leaders of the political parties, which is numbering about 31 to 41. That way they are given funds and they are
allowed to incur their own expenses when they are going throughout India for the election purpose. But what about
the candidates? A number of candidates are having a lot of money to utilise. They can hire many vehicles. But what
about the individual candidates? Will a substantial number of vehicles be given to them because the number of
voters to be reached is very large in India? It is from ten lakh to 50 lakh. How many people have to be reached by
using these vehicles by a single candidate? In the same way, the fuel charges are going up very heavily. Once, it
was rationed in certain years, but, now, at least, some fuel charges should also be born by the Government. These
are some of the things which will help in reducing the possibility of the corrupt measures and use of black money.

In the same way, | would like to suggest that the State Governments are suffering because of the financial crunch.
When they go for Legislative Assembly elections, they should also be contributed by some way or the other. We
have to find out the funds and those should be utilised for the State Governments.

In the same way, | would like to point out that around 50,000 people or above elect representatives for the Local
Boards and for the District Zila Parishad.

15.00 hrs.

Those people also need a lot of funds. There, the ordinary people cannot stand for that election and they cannot
reach the 50,000 people without the help of the Government. Therefore, the State Governments also should help
the candidates when they are conducting the Zilla Parishad elections and Local Board elections so that the crunch
of the money for genuine candidates, who is ready to help the people and who is ready to fight for the cause of the
people is not felt. They should not feel that because he is poor and he is having no money he could not serve the
people. That aspect should be looked into by the Government.

With these words | support this Bill.

SHRI ANADI SAHU (BERHAMPUR, ORISSA): Thank you, Mr. Deputy-Speaker, Sir. | stand here to support the
Election and Other Related Laws (Amendment) Bill, 2003. Before | go into the provisions of this Bill | must
congratulate the hon. Minister of Law and Justice for the resilience he has shown in accepting the
recommendations, in toto, of the Standing Committee on Home Affairs, and a new and freshly drafted Bill has been
presented to the House.

15.02 hrs (Shri P.H. Pandian in the Chair)

Mr. Chairman, Sir, any legislation, for that matter requires an assessment of factors that govern a particular
situation at a particular given point of time. The factors are political, social and economic considerations. In
amending the Representation of the People Act, the NDA Government has taken into consideration all aspects
which have been bothering the Parliament and the contesting candidates for the last 52 years. The hypocrisy part
of it is being removed slowly, steadily but effectively. We have already enacted a number of amendments relating to
the Representation of the People Act and | hope this is the fourth Amendment which is coming up today and | am



hoping also that another two amendments are in the anvil and those will also come.

We must thank Shri Indrajit Gupta, who is no more with us, for having started a dialogue and a comprehensive
policy for State funding of elections. This Bill aims at part of State funding — not full State funding but part of State
funding — and this Bill also aims at transparency at all levels. It aims at accountability and fairness. The Government
is to be congratulated and the hon. Minister of Law and Justice is to be congratulated for having meticulously taken
into account all aspects of electioneering. As | said, the hypocrisy is being removed which is known to everybody
and everybody has been practising it also as to how to manipulate the records so that the Election Commission
does not put the axe on the candidate or the Party concerned.

It is also a fact that when a number of VIPs belonging to different political Parties visit a particular area, lot of
bandobust has to be done, arrangements have to be done. Since there is a threat perception to large number of
VIPs or important persons, an elaborate arrangement has to be made whether he or she goes by air or by road or
whatever it is and it involves a lot of expenses. By making a provision in Clause 4, the expenditure of all political
Parties has been explained in a very beautiful manner so that the candidate is not put to any difficulty at all. He is
able to go in another matter and the accountability part is taken away from his expenses itself. The threat
perception has been rising everyday. The fundamentalist groups have been attacking people at different places.
Only the other day, in Mumbai, there was a bomb explosion where a number of people had been killed. As you
know, everyday, in Jammu and Kashmir, an average of ten persons are being killed and there are repercussions of
it all over the country where the fundamentalist groups from across the border have been creating problems. At the
time of elections also, this will be a problem of greater magnitude.

So, by bringing this amendment to Section 77 of the principal Act, the Government has taken into account the
reality that has been prevailing in this country itself. As | said, the most important fairness that is coming is regarding
the use of the electronic media and the cable television network. It has been explained in a very proper manner and
section 39A of the Representation of the People Act is being amended by this enactment itself.

| would like to know one thing. A lurking doubt comes in my mind about those who have not harnessed or who have
not controlled the print media. We have put some sort of a restriction on the electronic media or on the cable
network and the cable network may, in a way, circumvent this provision by making advertisements for a particular
candidate. That has to be curbed. | would urge upon the Minister himself to give guidelines to the Election
Commission to prescribe different rules — there is a question of prescription also — so that advertisement part of it is
also a part of this control over electronic media and cable network communication media, to put a restriction so as
to see that they do not allow different people to circumvent this legislation itself.

The third thing, which requires a little bit of thinking also, is of giving 40 members of VIP category in a recognised
political party as per Explanation 1(a) and 20 members for the unrecognised political party. To my mind, this is too
liberal a matter because there is mushrooming of unrecognised political parties to some extent and regional parties
are coming up in large number as a result of which this 20 number, which has been indicated, would be too large a
number so far as Explanation 1 to Section 77 of the Representation of the People Act is concerned. | would request
the hon. Minister to ensure by a dialogue with the Election Commission to see that there is some restriction on
those political parties which are not recognised at all. If they come up at the time of elections, a period should be
there, a gap should be there between the election and the parties which are coming up for facing elections because
if a political party comes up at the nick of the moment and asks for 20 people to be of the VIP category, | think, it
would be too much to ask for.

Mr. Chairman, Sir, the Statecraft or managing a State is a complicated affair and anybody, who wants to be a part
of the Statecraft itself or the ruling party itself for forming the Government, requires to incur expenses. May | quote
from Bhartruhari's Niti Shatkam, a beautiful presentation which has been made?
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frereman © means that you must have lot of expenses everyday. How do you meet the expenses unless you get
money from whatever source it is possible? w4z fac a=rmr - money has to come from different sources. How sufafa
is formed? How the Statecraft is formed? It is formed like a courtesan, a prostitute presenting herself before a
customer in different ways, in different garbs and that is what is Statecraft. So, we have to take into account that
money is required, more money is required, but it has to come in a proper manner so that there is no criticism of
anybody in whatever manner possible. So, | support this Bill and conclude my speech.

SHRI VARKALA RADHAKRISHNAN (CHIRAYINKIL): Sir, | strongly oppose the provision regarding funding of
elections and support some other provisions in the Bill. Now, | shall deal with these two aspects seaparately.



| am a person who is conversant with the process of election in India for over half a century. | have contested seven
State Assembly Elections and three Parliament Elections, out of which | succeeded continuously four times, and two
times respectively. So, from my personal experience | am speaking in this august House, about the way in which
money power is influencing our election process.

After our experience for the last 50 years, a stage has come wherein the money power and the muscle power are
the most predominant factors in the process of Indian democracy.

Now, we are fighting for a free and fair election. We are fighting, so that the election should be free from all external
influence either in the form of money or in the form of physical extortion. The muscle power can be prevented by
collective action of the people, but money power cannot be prevented by any such actions.

| am surprised, and | am very much aggrieved also that the Government had not done justice to Comrade Indrajit
Gupta -- after whom the Committee was named. If Shri Indrajit Gupta were alive, he would be the first person to
oppose this process of election funding as provided in the amended Bill. In the amended Bill, the provision is that
the companies other than Government companies can contribute to the election process; and to the political parties.

| would say that we are living in an age of multinational companies. In India, multinational companies are definitely
functioning under the cover of national companies. In the Bill also, there is a provision that foreign contribution is
prohibited, but there is an indirect way of foreign contribution to the process of elections in India.

| would submit that the candidate can be purchased, and the process may be made a mockery by the multinational
companies functioning in India. In the ultimate analysis, | am afraid that we will be risking our State security also.
Our policies; our political decisions; and such other legislative business would be decided by the Board of Directors
of the multinational companies; and that we never expect to happen, and the result will be that the multinational
companies will be having the remote control of Indian Parliamentary Democracy. If you do not agree with me, you
will feel it within a short time. If | am alive, | can also feel it myself. But, the question is how to prevent this money
power; how to prevent this influence of money in the election processes. The Gupta Committee is also very
vehement of having a State Election Funding.

Now, the argument advanced is very unreasonable, that the Central Government, as well as the State
Governments are not in a financially sound position to contribute to the corpus of the State Election Funds. We
must find out for what purpose this is done. We must find out the corpus to prevent the money power from
influencing our election process. It will not be an excessive expenditure. We will have to fight it out; we will have to
find a method by which the election funding can be done by the State itself.

What was the purpose of our fighting for an independent India? We were fighting for a democratic India; and we
were fighting for the liberties of the individuals. By this amendment, | am sure that we will be subject to money
power; and not only money power in India, but, in an indirect form, even abroad. | am very much afraid that we are
also doing injustice to the Gupta Committee.

Therefore, the first and foremost thing we would have is to revive State funding to save Indian democracy and to
save Indian parliamentary democracy, which we hail as the largest democratic country in the world; and we have a
free and fair electoral system. All these will be jeopardised within no time, when these companies are allowed to
pay to the political parties, who are sponsoring the candidates.

Gentleman, you please hear and understand me. | am an old man having the experience of ten elections.

Every year, the election expenditure will be high. The candidate will have to find money -- either he will have to sell
his family property or his personal property to meet the election expenses, which is on the increase. Now, this could
be prevented. The poor candidate should not be left to the mercy of the multinational companies for fighting
elections because he will then be duty bound to obey the orders of the Board of Directors of the multinational
companies.

There are political parties in India, who are fighting for equitable distribution of wealth among the electorate.
Throughout my life, | am arguing that the wealth should not be concentrated in a few hands and in a few
companies. We are fighting for equitable distribution of wealth throughout India. Everybody should get a chance to
earn wealth. It must be equitably distributed. Do you argue for concentration of wealth in a particular company?
Their interest is in the candidates who support their ideas, that is, the concentration of wealth in their hands. They
will contribute liberally to them, and not to those candidates who are fighting against their interest. There are
socialist parties, there are communist parties and there are peasants and workers' parties who are fighting all along
for equitable distribution among the masses and the electorate. They will never argue for multinational companies
to run in India, and they will never work for a multinational company, which wants to amass wealth in India. The
people of the company, which is contributing to the political party, are definitely interested to see that their wealth is
safe in the hands of the people who come to power. They can influence the parties. What will be the state of



affairs? Can the party which is advocating for distribution of wealth among the electorate get a cheque from these
companies? They would not do it. The political party which is advocating their interest will get a cheque with no
difficulty.

Our learned friend talked about transparency. He was arguing for transparency in the election funding. Is
transparency at work in India? In spite of the Income-Tax Act, the Companies Act and all those other legislations,
our poll is influenced by black money. Black money is the real challenge today and we could not control the black
money. Now, we are arguing that these companies should be allowed to influence the electorate and influence this
Parliament. | would say that even the submissions before this House would be on the dictates of the company,
which has funded his party. The company will give a direction to the Member of the House to take up a particular
issue in the House, and he is duty bound because has accepted a huge amount, in a transparent way. According to
Shri Arun Jaitley, that is transparency. It is not transparency, it is political bribing. We are giving licence to political
bribing in India. These big companies are being given the licence to bribe the candidates, to bribe the political
parties by issuing cheques in one way or the other. Not only that, the Government also is coming to their help by
giving income-tax exemption. No income-tax will be paid on the amount that is given to the political parties. It is
exempted from income-tax. The Government is also encouraging the big companies to donate to the political
parties, which could influence them.

Indian democracy, | am sure, will become a mockery. Indian democracy will become a mobocracy. In other words, it
will be a rich man or a capitalist who can control the Indian parliamentary system.

SHRI SUDIP BANDYOPADHYAY (CALCUTTA NORTH WEST): Sir, all companies of Bengal will donate only to
CPI(M). That is their monopoly.

SHRI VARKALA RADHAKRISHNAN : If any political party - whether CPI(M) or CPI, or any other - is receiving
donation from any company, | am opposed to that. | do not know whether the CPI(M) has accepted such donation or
not. Any party accepting donations from any company is not acceptable. Otherwise, our process of democracy will
be curtailed. Hence, | oppose this provision with all vehemence. | am sure that in the next decade we would be
forced to bring in an amendment because the multinational companies will start influencing Indian Parliament by
then. Such a situation will arise, | am sure, in future. The Government may be able to pass this amending Bill, but in
due course, Indian democracy will get into a crisis. To tide over that crisis, the Government would have to bring
another amendment to this.

| support the provision of sharing of time on the electronic media. There must be equitable sharing of time. | support
that provision. | support the provision that sharing of time should not be the business of the Ruling Party. All parties
should equally share the time on the electronic media. Justice must be done. There must be a detailed procedure
evolved for sharing this time. | support this provision. | support the provision which refers to supply of copies of
electoral rolls by the Government and also other election material to the parties. | support those issues because
they are justifiable.

My opposition is to the point related to the expenditure of leaders. That will be disadvantageous to the parties in
Opposition. The Members belonging to the Ruling Party, the Prime Minister, the Deputy Prime Minister or the Chief
Minister, or Ministers, can travel throughout India. They can spend any amount. It would put the candidate
belonging to the Opposition party in a disadvantageous position, if this amount is not included in the election
expenditure. That is why | oppose it. If the Ruling Party is given that power, that prerogative, or that privilege of
using the state machinery, that will be disadvantageous to the contesting candidates because they do not have that
capability. To curtail the misuse of the Government machinery, this should not be allowed. The Government's
propaganda machinery and all other Government machinery should not be misused for election purposes by the
Ruling Party. The present amendment will give ample opportunity to the Ruling Party to misuse the Government
machinery in the election campaign. That is why | oppose that provision.

Then again, there is a provision which says, in respect of voluntary contribution of up to Rs.20,000 the political
parties need not maintain any records. Below that limit, the political party can keep the money without record; no
accounts need be maintained; no audit is done; and the accounts need not be produced before the Election
Commission. The political parties which are supporting certain companies will get an opportunity of amassing
wealth in respect of elections being held periodically in India. | oppose that provision.

MR. CHAIRMAN : Please conclude now. | already rang the bell thrice.

SHRI VARKALA RADHAKRISHNAN : It is rather very unfortunate and objectionable. It has to be deleted. That is my
humble submission.

We have not done justice to the Indrajit Gupta Committee.



So, the first thing is that we must not be a victim to money power. The Indian parliamentary democracy should not
be made a victim to money power, power to be influenced by the multinational companies as well as the monopoly
companies in India. That will be a death-knell of the Indian democracy.

With these few words, while supporting certain provisions of the Bill, | am strongly opposing the funding process
amendment contained in the Bill.

KUMARI MAMATA BANERJEE (CALCUTTA SOUTH): Mr. Chairman, Sir, | thank you very much for giving me this
opportunity. This is a very important Bill and | thought that every political party would taken part in the debate on
this Bill. But what | observed a few minutes ago was that everybody was interested more in raising their issues than
to discuss this Bill. But I do not think that this Bill is less important than any other subject.

Sir, as a political party, | feel ashamed to say that nowadays, it is very difficult for anyone to say that he belongs to
a political party. Nowadays, people criticise a political party like anything. We cannot attract the new generation
because there are so many lacunae, and our image is getting down before them. But it is also a fact that political
party is not fully free from honesty, sincerity, dedication to duties, vision, mission and action.

Sir, | am really happy to hear the views and voice of Shri Varkala Radhakrishnan. But may | tell him one
thing...(Interruptions)

Let Shri Varkala Radhakrishnanji, just ask their West Bengal party unit that when they were not in power what was
their party funding? Now, he is saying about the influence of the multinational companies and big monopoly
companies in India... (Interruptions) Sir, you will be surprised to know about the building of their party office. It is like
a 10-star hotel building that they have created as their party office. Crores of rupees are flooding
there...(Interruptions) | am really sorry to say this, but this is a fact...(Interruptions) This is just one point. | have got
so many points. Sir, | want to congratulate the Law Minister because of his intention ...(Interruptions) That is why
with so many political parties, you are here...(Interruptions) You people do not have the guts to speak on this Bill.
All of you criticise the Bill but you always take all sorts of advantages. When the Members Salaries and Allowances
Bill is discussed, you criticise it like anything, but when it is passed, you are the first one to take advantage of this. It
is a double standard. You double-speak. Do not be hypacrite. | feel really sorry to say this.

Mr. Chairman, Sir, | want to congratulate the hon. Minister. His intentions are very clear. At least, he tried to bring
the Bill which had been unanimously supported and recommended by the Standing Committee. | came to know this
from the hon. Minister's statement.

| have seen a mention about electoral rolls. It is already there. All recognised political parties get electoral rolls in a
free manner. We also get the electoral rolls. | also want to congratulate the hon. Law Minister for having the sharing
of timings for the TV and other electronic media. It is there. Though | have not seen the full clarification, | think, only
one new point is being included here. There is a point regarding free voter slips to be given to the candidates. If it is
there, then | think, one-fourth of the problems of the candidates would be solved. There are small constituencies,
medium constituencies and larger constituencies. In some constituencies, the number of voters is from 10 lakh to 15
lakhs; and in some big constituencies, the number of voters is even between 20 lakhs to 25 lakhs. So, distribution
of free voter slip, of course, would be very helpful for the candidates and for the political parties. So, to bring this
Amendment Bill with a successful intention is one part of the Bill.

But Sir, | have some questions also. The Government should have brought this Bill as a comprehensive one. Here, |
must congratulate Shri Indrajit Gupta, though he is not alive today, for giving very valuable suggestions and
recommendations from that Committee. At that time also, | remember correctly that all the political parties gave their
opinion. This time Vajpayee's Government is stable. But before that we faced a lot of troubles when within three to
four years, every year we had to face general elections. After the Government of 1998 was toppled, | remember that
| wrote a letter to the hon. President. Hon. President was kind enough to forward my letter to Hon. Prime Minister.

We are the smallest party, and how can we go in for election every year? From where will we get funds? Funds
would not come from the sky. The Government can audit our Party. | challenge, they would not find anything in our
accounts. | am very happy to say here that, we submit our updated audited accounts to the Election Commission
every year. But it is very difficult for a smallest recognised State political party to contest election every year. There
are some political parties who are in power either in the Centre or in the States. My party is not in power either in
the Centre or in the State. But, ours is a recognised political party, and we also have people's

supporta€l ...(Interruptions) This is my chance. Let me be allowed to speak. You can speak whatever you want to
speak when your turn comes. | do not want to waste the time of the House. But, let me express my feelings here in
this House. If | am not allowed to explain my feelings here in the House, will you give me money to contest the next
election?



Sir, the Opposition is raising so many points. Why | am saying all these things because, we are fighting a battle. We
know how CPM Party is spending money for the election. We know it is very difficult for us to contest election
without money. That is why | am saying that the Government must bring a comprehensive Electoral Reforms Bill in
the Parliament.

Shri Radhakrishnan has raised a solid question regarding State funding. You said: "Yes, there was a proposal
where the Central and the State Governments will jointly fund the parties.” Is it a fact? West Bengal Government
was the first Government that opposed State funding. | really condemned it. It was because, we were in favour of it.
If there is a State funding, at least, good people will come; grassroot-level workers will come; and the common
people will come who may not be having money but who may be having good intention of serving the country. They
cannot come to Parliament because they do not have the money. The message should not go that because of
money, muscle, and mafia power, we are here. There are many good and bad people everywhere. Potato and
potato chips are not one and the same thing. | appreciate the modesty of the Minister for bringing this Bill. Of
course, it will be helpful. | do not think this Bill will fulfil the commitment of the people. It is because, it is neither
comprehensive nor impressive. | do not know whether it is a modest beginning or the end.

Sir, | feel very sorry for the political parties. | think the Government must investigate one thing, namely, where from
the political parties are getting funds; what are the amounts; what are their assets till now, and so on. |want to
know these things from the Government. It is because there are so many political parties in this country. Audit is
done. But their accounts show that they have only a small amount of money. Now, you take the examples of UT]
and other scams. You will see how people have invested their money by way of many schemes. So, | want to ask
the Minister to disclose the assets of all the political parties in this House so that, at least, people of this country
know which are the political parties owning assets, and so on....(Interruptions)Then your cat will be out of the bag
first.

Sir, | know they will disturb me, but they cannot disturb the people. Sir, | should not mention the names of the
NGOs. | do not know why we give incentives to the companies. They generate a lot of black money. This is my
feeling. There may be some differences of opinion but this is my personal feeling as also my party's feeling, namely,
why unnecessarily we give incentives to the companies. There may be some parties that may be stand for
accountability, credibility, transparency, sincerity, honesty, dedication, etc. but there may be parties which may not
stand by these things. But today we are lagging behind and we need four or five reforms immediately.

We need a comprehensive Bill on electoral reforms and political reforms. We have to see how the political parties
are misusing the power. They are saying one thing and doing quite another. Therefore, if you want to attract the
younger generation, political reformis a must. We also need to have administrative reform and judicial reform.
Without these reforms | do not think the country will be able to reach its goal.

This Bill was introduced earlier also and it had gone to the Standing Committee. | asked the Members of that
Standing Committee whether somebody had given a written note of dissent. Our party Member, Shri Bikram Sarkar
told me that there was no note of dissent and the Committee gave a unanimous Report. The hon. Minister has tried
his best to give at least some help to the people. | sincerely feel that electoral reform and State funding are must.

In 1998 | wrote a letter to the hon. President requesting him to do something with regard to State funding, otherwise
it would be very difficult for a Party like ours to contest elections and come to the House. | must confess that the
hon. President had forwarded my letter to the hon. Prime Minister for taking appropriate action. Today, | am grateful
to him and | want to be on record that for a recognised small political party like ours, it is very difficult to contest
elections because nobody is there to help us. We do not even knock at the doors of the industrialists for money. |,
therefore, appeal to you that if you need good parliamentarians, then money should not be the criterion. You should
see their intentions, experience, vision and their working capacities. | would say that the hon. Minister has tried his
best but he should come up with a comprehensive electoral reform Bill next time. We should not give incentives to
the industrialists. @€ i uifefede urdt gaaw Soa =gt <ot 21 foree W @=d €1 &€ (a@ur=)

st "ol #igd <9 (Raea) @ &1 quiga i <t @ 7 &€ (aaur=)

PHN HHAT d=16l1 1 39 aR # Tl S 8R4 € @] 8€| (zaar=) Can you challenge it? | can challenge you inside
the House. gar ura it 4t 3774 €, 98 8R a4 & SR¥dbeA &t ave ¥ g1 &€ (@agrs) You must know it. You are taking
money from the multinational companies. You are spending the entire Government fund for your party purpose. You
are purchasing bandooks to kill people. You are not allowing the people to cast vote. It is your nature not ours. It is
quite unnatural thing....(Interruptions)

MR. CHAIRMAN : Please do not disturb her.
KUMARI MAMATA BANERJEE : Do you think BJP gives us money? Are you supporting the Front because it is



giving you money? It is a question of ideology. We are supporting them on moral grounds....(Interruptions)
MR. CHAIRMAN: Madam, kindly address the Chair. Please do not look towards them.
...(Interruptions)

KUMARI MAMATA BANERJEE : The point is, they cannot speak here and when we want to speak they start hue
and cry. Just because we are supporting the NDA, it does not mean that BJP will give us money or we are a
purchasable commodity. It is our moral and ideological support to them. It is not a financial support....(Interruptions)

They should be ashamed of themselves. They may also have to go for coalition. Every political party may have to
go for coalition politics. They cannot blame a political party supporting a particular political party and say that their
support is because of money. They may also have to go for coalition in West Bengal....(/nterruptions) They have
Left Front, Forward Bloc, CPI(M) and so on. They cannot say that because they have purchased them, they are in
the Front....(Interruptions) While speaking, please remember what you are saying and what you want to do. They
cannot say it like this. On behalf of the common people, | would like to say that this House is supreme.

It is of the people, by the people, and for the people. Shri Atal Bihari Vajpayee is a man of identity, principle, and
ethics. He is also a senior person and a senior politician and we are supporting him. That is why, | feel if we want to
combat corruption, State funding is the only way out. State funding can save the democracy and the democratic
system in this country otherwise this House will become a mockery.

SHRI ANIL BASU (ARAMBAGH): Sir, | want to ask one question from the Minister. Has he tasted both potato and
potato chips?

MR. CHAIRMAN : No clarifications please.

SHRI K. MALAISAMY (RAMANATHAPURAM): Sir, first and foremost, let me thank you for giving me this opportunity
to speak on behalf of AIADMK with reference to this Bill initiated by the hon. Minister.

At the outset, | want to pat and praise the hon. Minister for bringing a Bill of this nature for legitimising and legalising
the permissibility of receiving donations by the political parties. | am one who belongs to a school of thought which
warrants a comprehensive and total package on electoral reforms. After having seen over a period of time what is
the electoral process, its operation, its governance, | feel we need a comprehensive package of electoral reforms,
as has been well said by the previous speakers also. But the Minister has rightly said in his all modesty that this is
only a beginning and as such he has made a marginal attempt to touch the fringe of the problem.

As far as | am concerned, as a student of management, | have been given to understand that any single problem
will have more than one solution. Now several problems are there and several alternatives are there. Now it is upto
the concerned, how to match these alternatives with reference to the problems subject to its constraints and
compulsions. In that process, the Minister has made a beginning. On that score we are supporting him.

Before | could take up the merits of the Bill | may kindly be pardoned for divulging the background of the entire
electoral system which has been in existence in our country. We are really proud of being a citizen of the world's
largest democracy that too the world's largest working democracy. Now in our democracy, people have been given
the power through their elected representatives. The Indian democracy stands on three pillars — the Executive, the
Legislature, and the Judiciary operating through the bureaucracy and assisted by the Fourth Estate. This is how it
has been said. The Indian democracy has been in existence not for one or two years. It has been surviving for five
and a half decades. Free and fair elections have been held for all these years. It has been going on with 500 million
electorates spreading in the length and breadth of the country with 29 States plus six Union Territories.

A massive and a gigantic physical exercise has been going on. As such, our Indian democracy is not only a grand
success, but also a great success. This is the best side of our democracy.

On the other hand, there are the ills and evils of the system. One could have seen as to how it has been going on.
Initially, for the first two decades, electoral process in democracy in this country had been working very well.
Afterwards, over a period of time, all these evils have crept in. Malpractices, misuses, corrupt practices and all such
things have come into play. In fact, there have been erosion of ethics and values have vanished. Not only that, the
entire system is now in a turmoil. Why is it so? It is due to our own electoral system. This electoral system warrants
a total package of reforms. Due to this, as has been rightly said by Madam Mamta Banerjee and others, we are not
able to get the right person for the right task. Now, as against three 'S' — namely, service, sacrifice and self-
discipline, the traits of the age old leaders — there are five "M's, namely, muscle power, money power, mafia power,
ministerial power and media power. Our electoral system should aim at improving and avoiding these undesirable
elements.



MR. CHAIRMAN : You have seen all these powers when you were the State Election Commissioner.

SHRI K. MALAISAMY : Sir, after having served that assignment, | am speaking from my own experience as to how
the electoral system should be confined in a different angle. Of course, the hon. Minister has made a beginning.
This has got a wider angle and a wider ramification. The crying need of our country today is to have a leader, a
parliamentarian, a legislator with a direction, with a vision, with a commitment to cause, with decisiveness and a
person with a true spirit of honourable service and disinterested devotion to public duty. For that there should be a
due electoral system. There should a proper environment. This is the way | look at it.

Under this backdrop we are debating the Bill initiated by the hon. Minister. He has rightly legitimised and legalised
the eligibility of political parties to receive donations. But here, | would like to get a clarification from the hon.
Minister. What does he mean by a "political party'? There are recognised political parties, registered political parties
and unregistered political parties. On two occasions in the Bill it has been mentioned recognised political parties.
First, it has been said that recognised political parties will be given equal time as far as TV network is concerned.
Second, with reference to supply of electoral rolls it has been said that recognised political parties will be supplied
with electoral rolls. But in regard to receiving donations, why has there been no mention of it? It has only been said
"political parties'. Political parties mean registered, unregistered and recognised political parties. If one takes into
account the total number of registered political countries alone, it may be numbering around 500. The number of
unregistered political parties may be still more. What does it mean? Everyday there has been mushroom growth of
not only registered political parties but also other parties. Even amongst those who are registered political parties,
some of them remain only in namesake and have become defunct in effect. Are they also eligible to get donations? |
would like to have a specific clarification on this whether the right of receiving donations by political parties are
restricted only to recognised political parties or to all political parties. It would be desirable to confine to recognised
political parties.

Sir, when this aspect of donation by a business house is being legalised and legitimised, as has been rightly said
by somebody here, in that event will they not influence or have a nexus with reference to all kinds of decisions that
the party is likely to take either as a political party or as a ruling party?

If a particular company is able to donate a huge amount of money, will they not have their influence? What is going
to be your safeguard to see that the chance of misuse or the influence of that business house is prevented? This is
one aspect which should be borne in mind.

Secondly, as Shri Varkala Radhakrishnan has also pointed out, as you have right said in your Bill, political parties
can afford to receive money except from a foreign source or from a Government company. From the corporate
sector or from any person they can afford to receive donation. The Minister must ensure that the foreign source of
money either directly or indirectly is prevented. What is going to be the Minister's device to prevent this kind of
foreign source of money getting into politics through political parties? This is a very important thing which you must
see is prevented.

Finally, Sir, it has been said in the objective to ensure transparency, to prevent the role of black money and also to
promote and streamline the donation process. | wonder whether the purpose will be really served by a legislation of
this nature. According to me, still black money can afford to play its own role. This has to be taken into account
while finalising the Bill by putting good safeguards.

With these words, | conclude.

DR. M\V.V.S. MURTHI (VISAKHAPATNAM): Mr. Chairman Sir, | rise to support the Election and Other Related
Laws (Amendment) Bill, 2003. Through this piece of legislation we are going to recognise the donations which are
being flown into political parties in the legal way. In the past, we have not recognised these donations.

The limit that you have stated is that donations up to Rs.20,000 need not be stated and donations beyond that
need to be recorded. Rs.20,000 is a very small amount. It should at least go up to Rs.99,000. What is the value of
money today? Otherwise, accounting procedure is going to be very large and those who are giving donations will
also be afraid of giving as it is happening now. If you make anything beyond Rs.20,000 accountable, you are also
limiting them to give only Rs.20,000 and you will not be getting beyond that amount. So, | do not think it will serve
the purpose. Only donations exceeding Rs.99,000 should be made accountable so that hassles will come down.
Otherwise, all political parties will face difficulties in course of time. Perhaps, this aspect has not been seen. This
angle will have to be seen.

There is an amendment in the Bill relating to the use of electronic media, cable TV, radio, etc. They could be



shared by the recognised political parties. The term 'recognised political parties' applies for donations and
everything else also. Where is the question of non-recognised political parties sharing the TV and not maintaining
records after receiving donations comes? So, for all practical purposes, it has to be 'recognised political parties".
Otherwise mushrooming of political parties will take place and all sorts of problems will arise. Supply of copies of
electoral rolls, sharing of the media or receipt of donations, all these things are meant for the recognised political
parties alone.

Then, we will be operating a system of democracy in the country. Otherwise, everybody will call his party a political
party and everybody has to be supplied with the electoral rolls. At the time of elections, supplying of copies itself
would become a big process.

As far as the media is concerned, it is defined as 'recognised political parties'. Kindly see that for the electoral laws
also, the same definition of recognised political parties' is applied.

If it is possible, please see that the donations received up to Rs. 99,000 are not made accountable, so that the
system will be simplified. Otherwise, as and when you go to somebody, it is very difficult to get money. No company
is willing to give you donation beyond that. Otherwise, if a company gives donation to one political party, then that
company has to give it to other political parties also the same amount. That problem will also arise.

| welcome this Amendment Bill. Please note these things. This is only a beginning. Kindly see that a comprehensive
Amendment is brought taking into consideration all electoral procedure simplification. | welcome this Amendment
once again.
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SHRI PAWAN KUMAR BANSAL (CHANDIGARH): Mr. Chairman, Sir, at the outset, | would like to say that the
electoral process is not just a set of rules providing for the conduct of elections but more importantly it is a system
which has a far-reaching impact on our quality of democracy reflected through the quality of the elected
representatives of the people. Democracy, in turn, is not just about choosing a Government through elections but
instilling a democratic temper in the political culture.

During the last five decades of the working of our democracy, we have seen the progressively increasing role of
muscle and money power in the elections. Criminalisation of politics, besides the vice of communalism and casteism
has tightened its grip over our polity. This has resulted in an immense decline in the respect for the elected
representatives as also the loss of their legitimacy. The need to make the electoral process clean, fair and free from
the influence of muscle and money power has always been felt but we have been able to do precious little in this
regard.

The civil society, the Supreme Court, the Election Commission and the Law Commission have all, from time to time,
expressed concern over this scenario in the country. Occasional amendments to the law have not really succeeded



in achieving the desired results. In a situation where it is free for all, the clout that an elected position bestows even
on a person of questionable antecedents and credentials affects adversely the administration and saps the vitality
of our democratic institutions.

Sir, it was as early as in 1964 that the Santhanam Committee had brought out the ugly role of money in elections.
The Vora Committee Report about ten years back had also taken note of this fact and said that all over India, crime
syndicates had become law unto themselves and that "the nexus of criminal gangs, police, bureaucrats and the
politicians has come out clearly in various parts of the country.”

In one of the Reports, the Election Commission has also lamented about it and | quote:

"The political parties are inclined to do the minimum by way of insulating the electoral process from
seizure by criminal and corrupt elements."

Sir, between the two, the basic problem that governs our system that defies a solution, that also leads to
criminalisation of politics, is the role of big money. This Bill does not seek to tackle that situation though it does
seek to impart some transparency to funding of the elections as such, and, to that extent, this is a welcome
measure. | would support it though it is a half-hearted one. | must say this.

It has been pointed out by other hon. Members that even if we pass this Bill, we do not find ourselves in a position
to check the role of blackmoney, the debilitating effect of blackmoney on our democracy. That is the cause of
primary concern to us which | do not find anywhere discernible in this Bill.

We have already in place a mechanism to prescribe limits of expenditure that the candidates can incur in an
election. However, it is anybody's experience that the actual expenditure is many times more than the limit that is
prescribed. The actual expenditure, to be honest, is such that every elected representative is forced to begin his
career by filing false returns in this regard. That is the beginning of one's hallowed career. On the source of funding
and the colour of money depend the conduct of the elected representative once he assumes his position in the

polity.

This is the critical problem which we have to address ourselves to. The high cost of elections not only keeps many
good candidates out of the field but it also leads to corruption, non-performance and compromises on principles. In
fact, compulsion for election funds is a veritable foundation of a corrupt system, a system which prevents the
building up of democratic temper. Sir, putting a halt to the pumping in of uncounted and unaccounted | would like to
underline both these words, ' uncounted and unaccounted- money in the elections is, therefore, the problem that
we must try to address ourselves to.

Sir, the Companies Act was amended way back in 1969 to permit the companies to donate some funds to the
candidates or to the parties; and the question whether to permit companies to make donations or not has had a
chequered history. We have been making law, amending it, subsequently banning it, and then bringing it again. It
was the Dinesh Goswami Report which wanted complete banning of it but with uttermost respect to the Committee |
would beg to differ with it. It is because today it is the different nature of channels of funding which is a cause of
concern and | say so repeatedly only for the sake of adding emphasis to it. But today kickbacks and scams in public
contracts and procurements and Government decisions for consideration are the channels that support elections. It
is these which need to be stopped. What really we are dealing with in this Bill are matters peripheral which | said ' |
welcome'. But it is a half-hearted measure. We have often been told that electoral reforms is a continuing process.
We perhaps gloat over that fact but today we need to take a comprehensive look at the entire matter. If we are
serious about it, if we really want to ban all those practices which today have come to hold their grip over the
system, we have to look into the role of big money....(Interruptions) | admit that funds are required for elections. The
important question that arises is: How do we do it?

It is in this context that people from time to time had recommended State funding. To be honest, | was not always
enthused by this idea because | thought that if the States were to fund elections, this would only lead to the
increase in the kitty available to a candidate and there would be chances of his spending more on items which
really have to be barred. But, Sir, with the passage of time, | have change my opinion to that extent and |, also, am
supportive of the provision that has been made in the present Bill about the provision of electoral rolls to the
candidates besides the party which was already there. But here | would like to add that just besides electoral rolls, it
is today the floppy discs, and the CDs which are prepared, which should be supplied to the candidates. |, for one,
would also support that there is need to provide identity slips to the voters because it has been my experience like
the experience of many other friends that that is one single item which costs you immensely, and finally since all the
candidates in the fray try to send those slips to each household, each household ultimately lands up getting 5, 6 or



10 identity slips. So, to cut down that expenditure, | think it was desirable that the State authority should have taken
up that business on its own.

But | find from the Report of the Standing Committee that, in their collective wisdom, they have somehow thought of
not pressing that and have left the matter to the Government to decide in consultation with the Election
Commission. | only hope that one day we again discuss this matter and come to the conclusion that the identity
slips be supplied by the govt. because | have seen it being supplied in the United Kingdom sometime back. They
supply beautiful slips from door to door giving the details of the polling booth etc. ...(Interruptions) Even today, in
the identity slips that we distribute we are not supposed to print even the symbols of our party. So, if we have to
campaign, we can otherwise campaign without distributing the identity slips. We can go from house to house, giving
party literature, talking about manifesto and the points that we would like to raise. But this expenditure by all the
candidates can be put an end to if the identity slips were to be supplied by the government.

Sir, this new Section 29 B which is proposed to be inserted in the Representation of the People Act, 1951, by the
Election and Other Related Laws (Amendment) Bill, which we have before us today, permits individuals and non-
governmental companies to contribute voluntarily to political parties. Now, there are differences of opinion on this. |
would not like to refer to them, but | would only say that this is a desirable step, as far as my opinion goes, because
there is an inbuilt component of State funding also and this is so because it is provided that the amount given by
any individual or a company to a political party as a contribution shall be deducted from his or the company's total
income for the purpose of income tax. That means, in the process, even the State parts with some money and that
is a part of the State funding. So, it serves double purpose. The corporate sector can play its legitimate role in the
conduct of the elections confining itself to the given parameters and at the same time since there is a reduction
there from the income tax, the State also, in a way, pays something.

Sir, it is in this context that | would like to make a point regarding the failure of the political parties to file their return.
This is a welcome provision which ought to be there, but | find, perhaps, a repetition is there. If you were to see
both the sub-section 4 of the proposed new Section 29 C of the Representation of the People Act and the proposed
new proviso to Section 13 A of the Income Tax Act, it is almost pari materia and if you say that if the political party
through the Treasurer or through any other authorised person fails to file a return, that political party shall not be
entitled to take the benefit of the income tax provision, | think, that is a repetition. What should have been really
provided for, as far as Section 29 C of the Representation of the People Act is concerned, you should have
provided an independent penalty that in case a political party does not file its return to the Election Commission, as
stipulated, that party shall be penalised in such and such way. Then, there should also be a provision that a copy of
the report filed to the Election Commission — though we do file the return under the Income Tax Act to the Income
Tax authorities — should also be sent to the Income Tax authorities.

Sir, allocation of time on the electronic media, to quite an extent, is already there, but since it is being provided for in
the Bill today, | suppose it is a welcome step.

SHRI ARUN JAITLEY: Allocation of time in the private electronic media is not being given now.

SHRI PAWAN KUMAR BANSAL : Yes; the hon. Minister is right in saying that allocation of time in the private
electronic media is not being given now and rules will have to be framed to give time to the candidates and the
political parties in the private electronic media. To that extent, it is right, but | am sure that the hon. Minister knows
that today there are many ingenious ways devised by genius people which impel a candidate to shell out much
more money even on advertisements and news coverage than what it was ever thought of. So, that is the issue
which has to be dealt with.

MR. CHAIRMAN : Please conclude now.

SHRI PAWAN KUMAR BANSAL : Sir, | would seek some more time. If you were to go by the party time, our party
has not really taken much time. Kindly see that and we have only one more Member to speak after me from our

party.
MR. CHAIRMAN: You are getting bonus and premium now. Your party's time is already over.
SHRI PAWAN KUMAR BANSAL : Is it so, Sir?

SHRI PRIYA RANJAN DASMUNSI (RAIGANJ): Mr. Chairman, Sir, you have always been very generous. So, kindly
give him some more time. ...(Interruptions)

SHRI PAWAN KUMAR BANSAL : | also welcome that effort to harmonise the provisions of Section 77 of the
Representation of the People Act with Section 171 H of the IPC. Henceforth the travel expenditure by the leaders of



political parties shall be exempted from the expenditure of a particular candidate when those leaders happen to be
there for campaigning.

| only wanted a thing to be added to it. You referd to travel. It should not have been just on travel. Actually, it should
have been on the entire expenditure by the political party leaders on the campaign because if a leader goes from
Delhi to some other State, it is not just on travel that expenditure is incurred. It is on boarding and lodging as well.
You should have provided that the expenditure by the political leaders - '40' in case of recognised parties and '20' in
case of unrecognised parties - shall not, be a part of the expenditure calculated to have been incurred by a
candidate.

I would like to make only one more point. This Bill does not speak of it. It has been mentioned earlier. The Election
Commission is clear and concerned about it. When we talk of the role of big money, it is just not an end by itself.
The question is on what things it is spent. Bogus voting is one of these and preparation of bogus electoral rolls is
another. We have been saying it repeatedly. In Delhi and elsewhere also, when you prepare the electoral rolls, that
is where the influence of the party in power comes to play a very effective role. The names of electors from the
entire street are struck out and bogus voters are entered to the extent that in one house, you find 190 voters being
enrolled. Is it possible that in one house, 190 people are residing? These are the steps on which we must
concentrate.

Along with this is another very important step. | do not know why you have not been able to do it during the last so
many years. It was many years back that you provided that each elector will get a voter's identity card. Why do you
not really take steps to ensure that people have those voters' cards? Why can you not give them those unique
numbers which, in any way, cannot be tampered? What we find is that a person has a voter's card in his hands but
his name is found missing from the electoral rolls. Why does that happen? Are we concerned about the electoral
rolls or we just want to indulge in this much ado about nothing that this is the reform we are bringing about? It is the
system that has to be cleansed. If you want to have free and fair elections, please try to look into all the aspects as
to where are the sources and what are the reasons which really pollute the system. Please tackle those problems
head on. Only then, you will have our support on all these measures.

SHRI ADHI SANKAR (CUDDALORE): Sir, on behalf of the DMK Party, | support this Bill. The Election and Other
Related Laws (Amendment) Bill, 2003 seeks to introduce State funding in kind. That means, supply of electoral rolls
and identity slips of electors to the candidate. It also intends to bring in transparency in funding of the political
parties. These two things, that is, the immediate State funding of elections and the transparency system about the
political donations, are very good. On behalf of the DMK Party, we welcome these measures.

As far as the practice of funding of parties in the world is concerned , in Australia and Canada, the practice is of
post-election funding of political parties. In Israel, the election funding is during the election period only. In New
Zealand and South Africa, the funding of the political parties is only at the end of every financial year. In India, all
the political parties collect it not only during the post-election and during the election period, but all the political
parties also collect it all the time.

MR. CHAIRMAN : Do not put an inconvenient question to your leader.
KUMARI MAMATA BANERJEE : Sir, we take objection to this.

SHRI ADHI SANKAR : It is believed that the present Bill is a beginning in the electoral reforms for curbing the
growing role of money power and muscle power in the election. At the same time, if this Bill is passed in its current
form, it would open the floodgates of litigation and would complicate the matters and make it difficult for political
parties to function. Even the companies also would hesitate in donating to the political parties. In this kind of
arrangement the list of small donors would be too long. So, there should be a ceiling on such donations. It is
impossible to maintain such list of all the donors. | would like to know how the donations could be audited and not
the other form of income of the party.

Sir, DMK is one of the most democratic parties in India.
SHRI K. MALAISAMY : Who says so0?

SHRI ADHI SANKAR : We say that. Even though DMK is a regional party, it is having nearly one crore members.
Through membership DMK collects Rs.3 per head. For thirteen times, our party conducted party elections in a fair



and democratic manner. The ceiling on donation for maintaining accounts has been raised to Rs.20,000. It is a
welcome measure.

Here, | would like to make a request to the hon. Minister that a provision should be made in the Bill regarding
compulsion on the voters to vote so that bogus voting could be stopped. | would give an example of Tamil Nadu
State. There were two bye-elections; and in the Andipatti Assembly bye-election, nearly 25 per cent bogus votes
were polled ...(Expunged as ordered by the Chair) ...(Interruptions)

DR. V. SAROJA (RASIPURAM): Sir, this should be expunged.

MR. CHAIRMAN : | will take care of it. This is a Bill, you cannot level allegation while speaking on a Bill.
...(Interruptions)

MR. CHAIRMAN: | will expunge that portion. Please take your seat.
...(Interruptions)

MR. CHAIRMAN: Allegations and counter allegations, both are expunged.

SHRI ADHI SANKAR : So, the provision of the compulsory voting system should be included.

Regarding the allocation of time sharing in the electronic media, this facility is made available only to the national
parties and not to the regional parties. Now a days, the role of the regional parties has become important for

forming the Government at the Centre...(Interruptions) So, | would request the hon. Minister that all political parties
should have equal opportunities on national television as well as on private television. With these words | conclude
and support this Bill.
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SHRI PRIYA RANJAN DASMUNSI (RAIGANJ): Mr. Chairman, Sir, | rise to support this legislation on behalf of our
Party, but we do consider that this is not the foolproof legislation. This is one or two steps in the forward direction.

The comprehensive concept of electoral reforms is yet to come before the nation through this Parliament. | do look
forward to the Government to bring a comprehensive proposal for the entire reform of the electoral practice of this
country to justify its transparency. In that regard, if the Government once again looks at the Dinesh Goswami
Committee's Report, | shall be grateful to the Government, and we shall co-operate with the Government when they
bring a comprehensive legislation.

There are two or three areas where | support the Government for having taken at least the initial steps. Step one is
to regularise the ambit of law in regard to donations by companies and individuals to the recognised parties, supply
of electoral list to the recognised parties and the candidates in time and, of course, to maintain the accounts and
the records of the candidates during the election, which is already there. All of us have come to this Parliament.
From the date of nomination to the date of result, all of us have had to do that. This is nothing new. Only
incorporation has been done.

Mr. Chairman, Sir, | would like to tell you that with all this exercise, the main question is whether a free and fair
election can be ensured. You have partially ensured free and fair funding so far as the company donations are
concerned. So far as the other areas are concerned, you have partially ensured free and fair justice to the
recognised political parties. But what about free and fair election? In our State, only one month back, the by-
election was held in Nabadwip parliamentary constituency. Do not take it otherwise. | am not accusing any party. |
was delighted to see the statement of Shri Manju Mazumdar, the Secretary of the CPI in West Bengal that the entire
election was rigged, and rigged to that dimension which is unprecedented. Be it done at my Party's power or be it
done by the Party of somebody else, be it done in Rajasthan, Madhya Pradesh and Bihar, the time has come to
collectively concentrate on how to ensure justice to the electorates and the candidates.

While | say this, | always think of my own fate. Rajiv Gandhi died on 215t May, 1991. The next day, the entire
counting was stopped including, in my constituency in Howrah. Re-polling was done at 29 or 30 booths due to
certain complaints. You will be shocked to know that if one month before, two candidates scored 300 or 400 or 500
votes in an adjacent booth called Booth No.20, in all the adjacent booths which were polled later on within one
month, the winning candidates got 900 or 920 votes whereas the losing candidates got five or three or two or one
or even zero votes. Now, if these things continue in your system&€”l do not blame any party, whether it is done by
our party in power or by his party in power or 'X party in other States--what mechanism can you evolve? | will only
suggest one thing to the Law Minister. | am not technically an expert in this matter, but from my own knowledge, |
will say this. | will quote one incident.

In the last Lok Sabha elections, in a booth at Poar under Chakulia police station in my own constituency, | got a
message that people were in queue and none could enter the booth, but some people entered and started polling.
When | rushed there, the situation was so delicate that even a car could not move. | tried to prevent them but | was
gheraoed. The Presiding Officer was a smart school teacher. To save my life, he ordered a police constable, the
only one, to use his gun to disperse the mob. Otherwise, he could not have done anything. A case was filed, the
accused was caught red-handed but nobody has been tried till this date. This could happen in Delhi, in Rajasthan
and even in Bihar. | found that the paramilitary forces could not move because there is a guideline that if the local
police or the local SP did not direct, the paramilitary forces shall not move. My submission to the Law Minister is



that he should consider whether a comprehensive Bill could be brought in at a later stage.

The day the election is declared, the Government will have to notify the names of the Returning Officers of the
Assembly and Parliament segments including officials on duty of the State Government, be it the SP or any other
officer in charge. They should be under the command not of the State Government but of the Election Commission
or its representative. They would obey the directions of the Election Commission and nobody else's direction. If
such direction is flouted, the Election Commission and the Government of India must possess powers to take penal
action against those officers, be it a Collector of the Indian Administrative Service or an SP of the Indian Police
Service. When an election takes place, normally, a District Collector or a Superintendent of Police remains loyal
only to the party in power in the State on that day, that is, the Chief Minister, who is the main person responsible for
transferring, promoting or even demoting him. Naturally, therefore, whether the State is ruled by my party or any
other party, if he remains loyal to the Chief Minister, the team of Election Commission's observers cannot do
anything. So, can we bring in such law that the day the election is announced, within 24 hours, the list of returning
officers and list of polling officers in charge of respective segments is notified with a clear direction that from that
day onwards, they are under the Election Commission and the other law and order duties of the State shall be
looked after by the State Government with the help of Additional SPs and other officers?

Another problem is that whenever a situation crops up in a constituency, the paramilitary forces cannot move unless
they get instructions from the local authorities. If the instruction is: "You stay here", they remain static and | know of
such cases. They cannot move even as things are happening in front of their eyes. This is an important area where
| request the Law Minister to consult the State Governments, if possible, and bring a comprehensive legislation, an
election management law or whatever he may call it. At the end of the day, it is the SP of the district who matters, a
District Magistrate who matters in a Lok Sabha election and an SDM who matters in an Assembly election. They
are afraid of the party in power in the State. So, the hon. Minister has to consider what mechanism he can create to
give them confidence and to instill the fear that if they do not obey the Election Commission's directions to ensure
free and fair elections, they would be in the court of the Election Commission, not in the court of the State
Secretariat. Till that is not done, | am sorry, the free and fair election concept - whatever you may do in the law -
will never become a reality.

The Indian democracy is rich and we are proud of it. Our population growth is going on and therefore our electoral
list is also large. Now, in our State, for the last 15 days, the exercise of electoral roll revision is on. Now, with
electronic voting, one polling booth would cater to the population of two booths and would be looked after by a
bamboo stick wielding Homeguard. The whole crowd would come to the electronic voting centre and if something
goes wrong, nobody would come to our rescue. So, while you are taking up modernisation of the election system
from ballots to electronic voting machines and from electoral rolls with names to voters' identity cards, it is election
management which is the most important factor to ensure free and fair elections. If in that area the law is silent, the
whole exercise would be at stake. Therefore, my humble appeal to the Law Minister is that he should consult the
State Governments and the Election Commission and bring in another legislation related to election management to
at least ensure fairness to the electorate and candidates and their safety.

This is my only submission today. | am saying all these things based on my own experience. | do not spare any
party. We may commit wrong things, but that does not mean that in this debate | have to take a partisan line. This is
really creating a problem.

| know of a candidate. | do not like to take her name. It happened in the State of West Bengal. The candidate
herself could not approach the Presiding Officer. She was prevented to go to the booth on the day of the election.
She could go to the counting hall only after three rounds were over. By passing this Bill we may claim that we have
gone one step forward, but the reality of the day will be the same.

Therefore, please come forward with another piece of legislation for the final step to ensure free and fair elections
throughout the country. | do not mind, it should be ruthless, whichever party it maybe, but unless that is done by the
Parliament, | do not think we will strengthen the democracy and ensure the stability of parliamentary form of
democracy through free and fair elections.

Si. xgaw wag fag (Furel) - wveft 98igy, dieds @ Ae-Ae Aaad dre @ e 9 2l are yorel! et g enft, dreds sa
Hqoigd BT | 39 IS f3d1G @ Jomsy 81 21 Aidhad SR dic HUTTell & gova & @ forg A= smai, safea o+t ok fAfv= fagm i &
qd Wt Ayl sHS fou s Mearf FAE iR seelia @ HAE @1 e g wfd 99 Ruvel & A | off 7 @ w v e s
At w3 off a8l ve fagus oraw ey €1 ereifs g aran fhar @ & seefia wr sad @) va-a) RreilRel @ g fadas 4 aftifea
féran & ifes WAt ®1E ara 8 21 oA 9 fAdus # qran o & P sRRA I R AR e SN A T A gIa e WE AT A @ W/
& for Reaprgse wifén &1 & drer fove e W@ 21 smmm 7o <ran foran @ 1% wsofid e &8 & gob-ane fawiRel &1 gwi &, foa 21
I VAT $B e [Ba1l 9uH we Bfen @1 9 oft| 39 Rews &1 dswss w87 A w3 7 39 Rdus & dsuss & o fomn 2
dFuds A ¢ fh waree g # Q1 wfdAl & sremedl 7 49 o) g S E 5 arsadt g2) 59 amad B Shwe A o w @ forg A sum




fry gl orwreft ara @€t ¥1 F @i U A Wil @1 gl oY 39 an 7 g Farsyl 2t dre Hor srsarcht St garen wie A Rt 9, HIE X A g
gismam s fudfc sl aaad et fisv sl asa G wwas sisceg wagua AR dssRa P ad s sm s
forg a5 s foram mam| St it @ U@ Sremel HX ol gU dgadl dis A udhSl AT S a1 § del & a8 dr udl & fog o ) 9w e
AP U H @ B A SR FE w ¥ fF siadd J ARY| F DS T 49 T8 @I 381 g A8 G S Al A <@l A S Raeld dig dINars
78 @t T wdt & sreme & 'R H guEn uwmd! 731 99 ggad @ s # yRafia av & faw ik 99 dftrargy v & forg g fadas
T &l Wl 39 fAdwd &1 aRTelt 9 81 &1 Wt &l dEd & & Aa urax 3R Ael 9Ta] ¥ o9 & 913, dldad d a1l R dlddd @l
qHgd B | B, BRE 3R e 1 @it 9 vfiew €1 ves o wew 7 ol & @9 =81 g gfiew €1

16.50 hrs (Mr. Speaker in the Chair)
SHRI SUDIP BANDYOPADHYAY : The report of the Standing Committee was unanimous. ...(Interruptions)
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SHRI AJOY CHAKRABORTY (BASIRHAT): Hon. Speaker, Sir, | am not opposing this Bill which is brought forward
by the hon. Law Minister before this House. One of the important amendments proposed in this Bill is insertion of
Section 29B in the Representation of the People Act. It allows the recognised political parties to accept donation or
contribution from any Indian company and individual. There are diverging opinions of different quarters, different
political parties. Some quarters have the opinion that some big companies and rich persons want to convert their
black money into white money. Sir, it is known to everybody that it is the age-old system of our country that all big
companies are paying contribution and donation to the major political parties.

17.00 h

It is also an accepted system of our country since the very inception of the election process. If we want to ensure a
free and fair election in the country, | would request the Law Minister to bring in a comprehensive Bill covering all
the aspects of the electoral process.

Sir, the electoral process starts from the preparation of electoral roll. It is also alleged that in different States -- 1 do
not want to mention the names of the States -- fake voters lists are being prepared. In those voters lists, there are
names of persons who are not the real residents of that locality, and fake names are included in the voters lists. Sir,
nowadays though we are proud that we are living in the greatest and largest democratic country of the world, yet
our election process is influenced by money and muscle powers. Every time, we are observing that in different
States -- | do not want to mention the names of those States -- money power and muscle power are prevailing in the
electoral processes. The person who are well guarded; the persons who possess the arms; the political party which
has the 'goondas'; 'lathials;,' and arms, they capture the polling booths, and the real voters are prevented from
entering the polling booths. The fake voters press the electronic voting machines by themselves for casting the fake
votes.

At the time of submitting the Bill, the hon. Law Minister told that he has accepted some recommendations of the
Indrajit Gupta Committee. Sir, | also agree with Shri Raghuvansh Prasad Singh that two or three recommendations
made by it may be included in the proposed Bill. But, | expected -- from this Law Minister and this Government --
that most of the recommendations would be incorporated in the proposed Bill. | am talking not only of the Indrajit
Gupta Committee's Report, but | know that our hon. distinguished colleague Shri Somnath Chatterjee is also a
Member of that Committee. So, most of the recommendations made should be incorporated in this proposed Bill.

Not only that Sir, another Committee was constituted by a very renowned parliamentarian Shri Dinesh Goswami
named as Dinesh Goswami Committee, and this proposed Bill was quite silent about the recommendations of the
Dinesh Goswami Committee.

Sir, if you want to make a free and fair voting system, then it is not dependent on a Bill or a law, but it is on the
sweet will and wisdom of all the political parties.

Sir, | propose that there should be a recommendation that each candidate should inform the people; the voters
about his moveable and immovable property. Sir, the candidate should submit a statement of his moveable and
immovable property before the Returning Officer, and this should be displayed at a conspicuous place of his
parliamentary constituency or assembly constituency so that people can know what is the property of this
candidate. Sir, in our election process, some questions arise about the non-stipulated money that was spent after
the voting. Hence, the candidate defeated, as well as the winning candidate should submit their returns before the
Returning Officer.

But, it is a fact that, in our days, it is very difficult to contest an election. A candidate who has no money power; who
has no muscle power, even though the person is a very good political worker, yet he has no capacity to meet the
election expenditure; and because of this he may not contest the elections.

A political party which has money and muscle power is able to contest the elections, but a political party which has



no money or muscle power is not able to contest the elections or participate in the electoral process of our country.
Therefore, cutting across party lines, it is the beloved and noble duty of all political parties to ensure free and fair
elections, to uphold the dignity and prestige of our country. India is a democratic country.

Therefore, | urge the Law Minister to bring forward a comprehensive Bill after considering all pros and cons and
after all the aspects, as far as possible, in order to ensure free and fair elections -- free from money and muscle
power and free from casteism and communalism.

MR. SPEAKER: Now, | give the floor to Shri S.K. Bwiswmuthiary.

SHRI SANSUMA KHUNGGUR BWISWMUTHIARY (KOKRAJHAR): Sir, | would like to speak on the Sixth Schedule
to the Constitution (Amendment) Bill and not on this.

MR. SPEAKER: Do you not want to speak on this Bill?
SHRI SANSUMA KHUNGGUR BWISWMUTHIARY : No, Sir.
MR. SPEAKER: Okay, now the Minister will give the reply.

THE MINISTER OF LAW AND JUSTICE AND MINISTER OF COMMERCE AND INDUSTRY (SHRI ARUN
JAITLEY): Mr. Speaker, Sir, a large number of Members have expressed their opinion on this Bill. A few of them
have opposed it because they have fundamental differences with the process of legitimising political funding and
making it transparent. Some Members have suggested that we must attempt to bring out a more comprehensive
legislation, which can actually deal with all the ills of the electoral system.

Sir, I just wish to inform the hon. Members to seriously introspect as to what our present system of political funding
actually is. Political parties are contesting elections, they are maintaining offices, their leaders are flying in planes
and helicopters, and all this costs money. Political parties are not surviving merely on the goodwill of the people.
They also need material resources to survive. If we honestly introspect ourselves as to where these material
resources are coming from, they are effectively coming from those sources where resources are actually available.
Small donations may be available with members of political parties in the form of membership fees. In my political
party, we have a particular fund where a lot of active people and sympathisers give Rs. 10,000 every year, and we
collect a large amount of money. But then, political parties also tum to all kinds of sources to collect donations.
...(Interruptions)

SHRI SOMNATH CHATTERJEE (BOLPUR): It is nice to know about your internal funding.
SHRI ARUN JAITLEY: Shri Somnath Chatterjee, in the B.J.P., we not only collect it ...(/nterruptions)

SHRI SOMNATH CHATTERJEE : | am not saying 'cover up'. | did not know about it, and | am happy to know that
you have got such followers.

SHRI ARUN JAITLEY: Let me complete. We not only collect it...(Interruptions)
SHRI SOMNATH CHATTERJEE : He says that everybody uses 'planes'. | am for a review of that.

SHRI ARUN JAITLEY: In my Party, we not only collect it, every Member of Parliament of my Party also has to pay
Rs. 10,000 every year, besides giving an amount every month to my Parliamentary Party. This amount of Rs.
10,000 is collected by cheque. In our Party's Journal, we publish a list of all donors. However, political parties are
collecting money from various sources, as | said, where sources of moneys are available.

There is also a popular perception that there is a large amount of invisible money which comes into politics. This
Bill is an effort to correct a part of that ailment. When we speak in terms of comprehensive reforms, let me very
honesty confess, there is no such law which can be a comprehensive electoral reforms Bill.

The late Shri Indrajit Gupta made some very valuable suggestions. He said that there must be some form of 'in kind'
assistance, but not 'cash’ assistance.

SHRI SOMNATH CHATTERUJEE : It was a unanimous report.
SHRI ARUN JAITLEY: It was a unanimous report and it was a very good report.

| have just two queries to raise, while | agree with the substantial part of what the late Shri Indrajit Gupta
recommended. When we sent that report to all State Governments and asked them to please indicate as to how
much they were going to contribute because there was a fund to be created -- a part of which was to be contributed
by the Central Government, a part by the State Government -- close to almost all State Governments turned around
and said that they were not able to contribute to this particular fund.



While we sat as members of the Committee we said, "Let the State Governments make a contribution, let the
Central Government make a contribution."; when we wrote to the State Governments, the response was, "We are
not in a position to contribute to this particular fund."

A question which some of the Members have raised, and that is the second question which we have to ask, was
that even if we implemented that Report in toto, would that have stopped candidates, would that have stopped
political parties, from going to other sources for additional resources in order to spend on such activities which Shri
Pawan Kumar Bansal very elaborately, in the course of his speech, indicated? A part of the reform will have to
come not merely by a legal exercise but also by the conduct which candidates and political parties are going to
maintain. If we indulge in an activity such as booth-capturing; if we indulge in an activity such as rigging the
electoral rolls; if we indulge in such activities as to distributing money and other such illegal incentives for the
purposes of voting; if the political parties and candidates across the board do it; to expect that there can be a
comprehensive law which can change the concept of this particular law throughout, which can change the
behavioural pattern throughout, itself may not be so easy.

Dr. Raghuvansh Prasad Singh, who opposed this Bill, made one very honest statement that the amount most
candidates disclose in the return may not be an honest reflection of what is actually spent in the election. If we
honestly see as to how the funding takes place, even when black-money enters politics, if you are spending more
than what you are declaring, let us just analyse how the funding takes place. If black money is contributed to a
political party, that political party will in turn undertake its expenditure in the same invisible colour of money. When
the political party pays its bills — whether it is to the printers, or for advertisements, or for hiring the vehicles, or for
travel, or for organising money - all its expenditure continues in the parallel economy and not within the tax net. At
no stage will this money enter the tax net. At no stage will this money enter the proper taxation provisions of our
law. As a result of that, the money which is being used in the electoral process is earning no revenue for the
Government of India. It earns no revenue because it remains outside the tax net at every stage where the taxable
expenditure is undertaken, or the taxable income is earned. So, if a political party pays the printer, if it pays the
transporter, if it pays various other sources, it pays in the same colour of money in which the donation is received.
As a result of that, at no stage is the tax paid on it - whether it is excise duty on the paper which is used, whether it
is sales tax on the purchase of certain commodities or whether it is income tax on the income which is earned - and
the parallel economy continues.

This Bill, therefore, does not give any incentive inasmuch as this money is already outside the tax net. It is an effort
to bring this entire money - if entire is not possible, in the first instance at least some part of it where the reform can
begin - into the tax net. If, therefore, businessmen are incentivised, individual citizens are incentivised, any taxable
entity - whether it is an individual or a HUF or a partnership firm, or a company - is incentivised to pay by cheque,
the Government of India is not losing any revenue because, in the first instance, we are not losing any revenue on
the money spent on the political activity as the situation stands today. If at the first stage you give an incentive, at
every subsequent stage this money is going to be a part of the tax net. Therefore, at every stage where the
expenditure is incurred - first by the political party, then by the person to whom the expenditure is made, whether it
is a transporter or a printer - the money goes into the tax net and, therefore, taxes would be paid at that stage. In
fact, we will start a process of bringing this money into the tax net. You are actually, in the long run, going to earn
more revenue by giving this form of an incentive.

A fear has been raised that multinationals will come in and start funding the political process.

| would urge the hon. Members -- when they spend substantial time of the House in raising these please -- to, at
least, read the basic provisions of this Act.

Sir, on the first page itself, it says:

"Provided that no political party shall be eligible to accept any contribution from any foreign source
defined under clause (e) of section 2 of the Foreign Contribution (Regulation) Act, 1976. "

Section 2(e) very clearly says about the foreign source. A foreign source includes a multinational company; it
includes a company which is a subsidiary of a multinational company; it includes a company where the
shareholding is held by the foreigners. Non-Resident Indians are also included in the definition because they
cannot start sending money from outside India in order to influence the Indian polity. So, that kind of a fear which
they have expressed is belied by the very provisions which are set out in the Act itself.

Sir, | have already indicated that this would not be an incentive being given to even a businessman because the
incentive only is to the extent that 'please stop siphoning money from business and then giving it to political parties,



you are now being given an incentive to actually give money by cheque so that people get into the habit of
accepting this money by cheque.’

There is a responsibility of a political party in order now to maintain strict accounts. Those accounts are audited.
The present provision is only under the Income Tax Act. Under the Income Tax Act, if a party has audited accounts,
it files return with the Income Tax Authorities every year and gives a list of donors who have donated more than Rs.
10,000 in a given year. Then no tax is levied on the political party. We have increased this Rs. 10,000 to Rs. 20,000
because the Standing Committee felt that Rs. 10,000 was inadequate. And this having been increased, now the
additional requirement is that you will also file your return with the Election Commission. There is a consequence of
not filing the return. That provision is already there under the Income Tax Act. Now, if you do not file your return to
the Election Commission after these benefits have been given to you, the consequences will be that the tax relief
available to you under the Income Tax Act would be denied to you.

Sir, a question has been raised as to which are the political parties who will be entitled to the benefits of it. The
Standing Committee consciously went into this question. At some stages, the phrase used is 'a political party' and at
some stages, the phrase used is 'a recognised political party'. 'A political party' is a phrase which is used in section
29(b) and clarified by an amendment to the Companies Act that it will mean such parties as are registered under
section 29(a) of the Representation of People's Act.

Sir, we recollect that when late Shri Rajiv Gandhi was the Prime Minister, the Representation of People's Act was
amended in order to provide for registration of political parties. So, all political parties are required to be registered.
There is a particular declaration which they have to file with the Election Commission. So, there are benefits of
donations which are available to political parties which is defined as 'political parties as registered under section
29(a) with the Election Commission.

In the first instance, take the case of benefits regarding equitable distribution of time on electronic media. These are
all benefits which are available to the recognised political parties. A recognised political party is in contravention to
a registered political party whereas any party which seeks the registration can be a registered political party. A
recognised party is one which is allotted a symbol on the basis of the minimum percentage of votes that it scored
under the Symbol Allocation Order. Therefore, these are the distinctions which have been made.

Sir, a question has been arisen as to what are the benefits which will come out of this, besides the benefits of
incentivising donations by cheque and legitimising the process of political funding.

Sir, we had initially recommended that, besides equitable distribution of television time this is extremely important.
The electronic media has a tremendous influence on the minds of the people. If the electronic media is used in
favour of one political party as against the other, or even a cable television is used in favour of one candidate as
against the other, it can give an unfair advantage to one candidate or one party over the other. So, we have said
that the Election Commission during the election period will regulate the kind of time which cable television will give,
which the private television channels will give,

which the Prasar Bharati will give both on television and radio, as far as the political parties are concerned.

As far as Prasar Bharti is concerned, which is a public broadcaster, this is an step forward because this regulate
not only the time to be allotted, but it will also extend to the private electronic media.

Similarly there are also provisions which we have made. Initially, we had intended that the slips which you have
referred to can be given free at the State expenditure to the candidates. But the Standing Committee felt that really
the amount of resources available at the stage of every election should be ascertained, and whatever additionally is
to be given - this is not all — before every election, the Central Government in consultation with the Election
Commission depending upon the resources available, will declare whatever facilities further can be given in terms
of publicity material, or in terms of other benefits which can be given to the candidates.

As | indicated, this is an small step forward. | am conscious of the fact that merely because we are trying to
legitimize and incentivise funds by giving these incentives, the change will not take place overnight. Changes will
come about when those who donate money, whether they are individuals or others, and those who accept those
donations, also increasingly realise that this, perhaps, is the system which will add not only legitimacy but also
credibility to the full process of political funding. Once you have credible political funding processes available, you
straightway know as to whether there is an nexus between any official decision taken by the Government and the
donor. In fact, as long as it remains invisible, the nexus will never be known. The knowledge of that nexus, at least,
will add further transparency and knowledge as far as public is concerned, whether donation is being given for a
quid pro quo or it is a part of the general donation which big business is trying to give as a part of its public
responsibility. As | indicated elections are a part of democracy. Political parties are an inherent part of parliamentary
democracy. Funding politics cannot be a hush-hush exercise. It has to be an honest and transparent exercise. The



more we are able to do it by virtue of these amendments which we are seeking to make, the better it will be for the
Indian democracy.

With these few words, | commend to this House that this Bill be accepted.
MR. SPEAKER: Now the question is:

"That the Bill be further to amend the Representation of the People Act, 1951, the Companies Act, 1956
and the Income-tax Act, 1961, be taken into consideration."

The motion was adopted.
MR. SPEAKER: The House will now take up clause by clause consideration of the Bill. The question is:
"That clauses 2 to 10 stand part of the Bill."

The motion was adopted.

Clauses 2 to 10 were added to the Bill.

MR. SPEAKER: The question is:
"That clause 1, the Enacting Formula, and the Long Title stand part of the Bill."

The motion was adopted.

Clause 1, the Enacting Formula, and the Long Title were added to the Bill."

MR. SPEAKER: The Minister may now move that the Bill be passed.
SHRI ARUN JAITLEY: | beg to move:

"That the Bill be passed.”

MR. SPEAKER: The question is:
"That the Bill be passed."

The motion was adopted.



