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“FINANCE IS THE BACKBONE OF BUSINESS” ELIMINATE BLACK MONEY IN POLITICS OR 

ELECTIONS “MAKE ELECTIONS TRANSPARENT AND ACCOUNTABLE”  

         
 

By: M.S.Yatnatti: Editor and Video Journalist Bengaluru: Eliminate black money from India. Make everybody transparent and accountable. Finance minister has tough job to perform. Eliminate black money from 

political system or in Balance sheet of political parties or in Economics of party politics. There should not be any spending cap on candidates and parties. Instead, whatever money they spend should be accounted and 

submitted to EC .Whatever law is applicable related to finance to a common man need applicable to every political party and this is wish of a common person. BJP has declared that it will bring back black money 

kept in abroad but it is silence on black money generated in India. What action finance minister takes on stopping Black money within or outside India is number one question. Open Accounting standards need to be 

evolved where even a single paisa need to be accounted from where it comes and from where it goes and need to be published openly  Blunt and Sharp facts: Several crores for Loksabha 2014 have been spent .From 

where money comes and from where money goes all major parties have not said anything about this mega secrets of black money. As elections for various state assemblies and national parliament were conducted 

,But no political party has published except AAP has submitted any account for a financially transparent political system. Political parties are not ready for full discloser of their accounts The funding and the 

obscure sources thereof, the opaque and often shady expenditure patterns of political parties, cooked and grossly understated campaign expenditure details provided by candidates, alleged misuse of IT concessions 

for illegal purposes and rapidly rising asset base of politicians are biggest cogs of money machine of political system.Reportedly no Financial transparency in electoral process which has three interconnected aspects, 

namely - Campaign finance; Financing of Political Parties; and Disproportionate increase in assets of some of the elected representatives. Any attempt to clean the electoral process of the unaccounted and / or dirty 

money needs to address all the three issues in a holistic manner. However, the ECI's writ runs only on campaign financing and not on the other two. Reportedly few  political election analysts say  election expenditure 

of a party has already exceeded Rs 40,000 crore. Advertisements in newspapers, television and radio account for a huge chunk of this money. Money has also flown to public relations firms hired for image makeover 

and event managements. .  As the dust settles after the political analysis and celebrations after the general election, the focus would shift and people forget about the black money generated in money machine of 

political system . 

 

 Is Rules governing political parties and corporate are so lax and toothless that they are easily circumscribed by political parties and politicians with greatest impunity. A lot is not known about these malpractices on 

the basis of which the Election Commission has taken important steps and proposed several changes in legislations including seeking more powers for itself. Institutions working for electoral reforms have unearthed 

lots of under reporting of electoral expenses and over reporting of unwanted matters .There is need for clear definition of  election related financial frauds and  specific suggestions I this regard . But customarily, 

political parties of all hues have paid much lip service and little else in response. In such an environment, increased public awareness about the complex economics of dirty political system in India could build more 

pressure on political class to deliver on the issue of much needed reforms in political financial arena. Elections were held for  State Assemblies and to Parliament nothing is transparent about  financing of these 

elections. Large scale deployment of money power to influence the electoral results has been attracting the attention of the Election Commission of India (ECI) as also of the thinking sections of the citizenry over the 

last few years. The ECI has the statutory powers to regulate, monitor and control the election expenses being incurred by the election candidates, their friends, and the political party they belong to. But the question 

whether it has been able to really curb or even contain the use of black money in electoral process is the question not answered. 

 

Campaign Finance: Over the years ECI has been taking series of stringent steps to curb and monitor the election spending by and on behalf of the candidates but few political parties out smart all these stringent 

steps. These include steps like laying down ceiling of maximum permissible expenses, limiting the period of campaigning, including expenses incurred on behalf of the candidate in his expenses, requirement to incur 

election expenses from a specific bank account, maintenance of day to day record of such expenses, and submission of expenditure statements to ECI, etc. The machinery of posting of Election Expenditure Observers 

for each constituency has been strengthened with setting up of Video surveillance teams, Media Monitoring teams, flying squads, Expenditure Control Room etc in each constituency and the requirement to maintain 

a Shadow Expenditure register to check the veracity of the accounts being maintained by the candidate. All this has given teeth to the ECI to monitor the election expenditure.  In fact based on the feedback of 

Political Parties the ECI itself has since raised the expenditure ceiling for Parliamentary constituencies to Rs. 40 lakh.The moot point is that whatever may be the ceiling for election expenses if a candidate admits 

having incurred that expenditure he would need to have accounted sources to explain the admitted expenditure. Otherwise a part of even the permissible expenditure has to be met from unaccounted sources.Besides 

the anecdotal evidence that actual expenditure is anywhere between 5 to 10 times of the ceiling, there are at least, three types of evidence in public domain that suggest that the election expenditure declared by most 

candidates in their statements to the ECI are a gross understatement - 
  

Reportedly Published studies by reputed academic institutions (See "The market for criminality: Money, muscle and elections in India", Milan Vaishnav of Columbia University, "Party System Fragmentation, 

Intra-Party Democracy, and Opaque Political Finance" published 2009 "India in Transition Series" E. Sridharan University of Pennsylvania); Field surveys by independent and trustworthy NGOs working in this 

domain, such as Centre for Study of Developing Societies, Centre for Media Studies etc ; and Reports of actual seizures of cash/ liquor/ drugs etc during 2012 State Assembly elections by election authorities - (Cash 

52 crore, liquor 7.5 lakh litres, Heroin 56 Kg, opium 102 Kg etc).The ECI handbook of Instructions on Election Expenditure Monitoring (published September 2011) reports a variety of ingenious ways being 

deployed for clandestine distribution of cash to voters. Some of the methods used for unaccounted expenditure to influence voters  are - cash distribution through Self Help Groups/ NGOs, village headmen, pawn 

brokers, newspaper vendors, milk vendors; community meets/ feasts/ aartis etc; organizing mass marriages/ local matches/ medical camps/ entertainment shows etc. Besides, large sums are also spent on setting up 

dummy candidates, winning over poll agents of rivals, utilising vehicles & other facilities of non-serious candidates.In the recent elections in Karnataka Assembly Political Parties devised another simple method to 

evade the monetary limit fixed by the ECI. The actual campaigning started much before the election dates were announced by the ECI. The expenditure limit applies to expenses from the date of announcement of 

election. Perhaps same thing will happen in the forthcoming Parliamentary elections.It is also noteworthy that though incurring expenditure in excess of the permissible ceiling is regarded as a 'corrupt practice' 

under the election law punishable by disqualification of the candidate, but hardly anyone has ever been disqualifed for such an offence. 

  
Accrding to press reports It therefore appears that the strictness displayed by the ECI has only forced the election expenditure to go underground and the expenditure ceilings continue to be flouted. A corollary that follows is that 

a large part of the actual expenditure is being met from unaccounted sources.State funding of political parties/ candidates based on some equitable criteria is often suggested as a solution to eliminate the proliferation of black 

money in the electoral process. While State funding may provide some succour to parties / candidates who do not have the resources or clout to enter the electoral fray, it is unlikely to have any effect on the use of black money by 
those who have access to such funds.Therefore, besides the various steps taken by the ECI some additional / alternative ways and means need to be thought out for curbing the influence of black money on electoral process. 

Perhaps incentivising the Political Parties to take recourse to electronic means of communication (TV, FM radio, internet, social media, and the like) and newspaper ads etc, while placing further restrictions on the physical means 

of contacting the voters (rallies, processions and the like) could be one. Some of the steps that can be examined in this regard are - much longer free air time on Public Sector broadcast medium to all candidates, and non inclusion 

of expenditure on use of electronic means of communication in the ceiling on election expenses etc. 

  

Financing of Political Parties:Strange as it may sound there are nearly 1400 Political Parties which are registered with the ECI under the Representation of  Peoples Act, 1952   (RP Act). A large majority of these 

have never contested any election, leave alone winning a seat in Parliament or any Assembly. Two direct advantages of obtaining registration from the ECI are -one, a registered Political Party can start collecting 

donations while its income becomes exempt from income tax; and two the entire donations made by the donors to a registered Political Party become exempt in their cases without any upper limit. No wonders that, 

as per sources in ECI, these days on an average over 100 new political parties are seeking registration with ECI every year. The process of seeking such registration is simplicity itself. The applicant Party has to file a 

proforma application, together with copy of its constitution, proof of having at least 100 members, and a bank draft of Rs 10000/-, and give certain undertakings e.g. that it will comply with the Constitution of India, 

it will file annual statements of accounts with the ECI, it will contest election within 5 years, etc. Once the documentation is complete the registration is more or less automatic. The RP Act requires all registered 

Political Parties to file an annual statement of all donations over Rs 20,000/- received by them from any one person, with the ECI by the 30th September of the following year. Information obtained by an NGO Public 

Information Foundation from the ECI, under the RTI Act, showed that till June 2012 only 98 of the 1196 political parties (registered till then) had filed their donation statements, and that only 174 registered Political 

Parties had filed their audited statement of accounts for Financial Year 2010-11.Again, strange as it may sound the ECI has no power to ensure compliance either with this statutory requirement or with the 

undertakings given by the Political Parties at the time of registration. In fact it has no power to de-register a Political party for any reason whatsoever. The ECI also exercises power of granting recognition to 

Registered Political Parties under the Election Symbols (Reservation and Allotment) Order, 1968 as a State level or National level Party depending upon the number of votes it has secured in the last general election 

to the State Assembly or Parliament. Such recognition is of great value to a genuine Political Party as it confers on the Party the privilege of having a reserved election symbol across a State or across the entire 

country. Currently out of nearly 1400 Registered Political Parties only 6 are registered as National Parties and another 41 as State level Parties. The rest of the 1400 Registered Parties are all unrecognised, which 

means that they have either not contested any election or their candidates have not been able to obtain even the minimum percentage of votes/seats prescribed for this purpose under the Symbols Order. But all of 

them are eligible for income tax exemption for themselves as well as for those who make donations to them.By an amendment to the Income Tax Act in 2003 it has been provided that income of all registered Political 

Parties will be fully exempt if they maintain books of account, get their accounts audited by any Chartered Accountant of their choice, and file the Statement of any donations above Rs 20,000/- received by them, with 

the ECI by the due date giving names and addresses of the donors.Simultaneously, all donations made by individuals or corporates to a Registered Political Party were made fully exempt in the hands of the donor 

without any upper limit. While for all other types of organised entities, like companies, firms, societies, trusts, etc the IT Act lays down detailed rules and guidelines etc regarding the books of accounts and other 

records to be maintained, the accounting standards to be followed, the proforma of audit report and return of income etc, it does not do so for the registered Political Parties. There is also no requirement that the 

donations received by the Political Parties or the income earned by them should be utilised for genuine political activities of the Parties, and not on any other objects - say, personal use of its members or office 

bearers etc.Again, unlike other organised entities the Political Parties are allowed to file their returns of income on paper and not on electronic medium - which makes any kind of verification that much difficult. The 

guidelines of Income Tax department for selection of cases for scrutiny do not include the cases of Political Parties. As a result returns of income of Political Parties even where filed are not subjected to any 

verification and are accepted on summary basis. As per reports the Income Tax Department also does not maintain any separate record of registered Political Parties. A Report brought out by ADR-NEW shows that 

many of recognised State level Political Parties (some of them ruling parties in their States) and most of the registered Political Parties are neither filing their returns of income with the Income Tax department nor 

their Annual Statements of donations (of above Rs. 20,000/-) with the ECI. The same report also examined the information relating to annual donation statements filed by the major national and State Level 

registered Political Parties with the ECI and co-related these with the sources of disclosed by them in their returns of income for F.Y. 2004-05 to 2010-11. It found that in one case the Party claimed to have received 

entire donations running into several crores in amounts below Rs. 20,000/-, in seven cases the percentage of such donations was above 80%, and in most other cases above 50%. This implies that large cash amounts 

are being credited by these Parties in their books of account as cash donations or coupon sales received from anonymous sources. Thus, cash donations/ coupon sales below Rs 20000/- per case have become an open 

avenue for the Political Parties to introduce any amount in the books of account of a Political party if it is so inclined, and also avail exemption from tax, with no questions asked. In other words a large part of the 

sources of even admitted incomes of most of the active Political Parties remains opaque and un-amenable to any verification. 

  

According to reports still more damaging development is the use of dormant/ non-functional Parties for money laundering. A news item in Times of India of 14th January 2011 says that the Election Commission 

believes fraudulent political parties are being floated to launder money which finds its way into the stock market and is also used to buy jewellery, but has little to do with electoral campaigning or any other political 

expenses. It adds that as per ECI estimates only 16% or 200 of the 1200 registered parties are actually involved in political activities - most others are floated to park money illegally as donations to exploit the tax 
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exemptions.It is noteworthy that prior to the amendments in the IT Act in 2003 the tax exemption was available only to Political Parties recognised under the Election Symbols Allotment Order. Considering the 

misuse of the amended provisions there are strong reasons to deny the blanket exemption to those Political Parties which are unable to get recognition under the Election Symbols Allotment Order within 5 years of 

their registration. Instead such Parties can be allowed to claim the exemption available to public charitable trusts if they fulfil the conditions applicable to those trusts. 

  

Need for law regulating the financial affairs of Political Parties :All this bungling and problems  brings out in sharp relief the urgent need to set up a transparent statutory mechanism for monitoring/ regulation of 

the financial affairs of Political Parties. It is notable that all other organised entities which raise money from public or deal with public funds or are eligible for beneficial tax exemptions are governed by some statute 

or the other regulating their affairs e.g. the Companies Act, the Trusts Act, the Societies Registration Act, to name a few. These laws not only set up the authorities and the mechanism for regulating the affairs of the 

respective entities but also provide disclosure norms requiring them to place basic information of their financial affairs in public domain - some of which is on electronic platform. There is no reason why similar 

obligations should not be statutorily placed on registered Political Parties.Disproportionate increase in assets of elected representatives: Should registration process be made more rigorous? Should IT concessions for 

them be done away with?: Experts  do not advocate the removal of IT concession given to political parties because the funds that they (political parties) receive is not actually their income. As for the question of 

making the registration process of political parties more rigorous, it is important to know that registration and recognition are two different issues. It is easier for any political party to register but gaining recognition 

is a tough task. As such making registration process tough would not be of much benefit.   

 

Finance is the backbone of business.  No trade or industry can run without adequate finance.  The internal resources of a business organisation are often insufficient for meeting all its needs.  It is also not always 

possible for the owners, promoters or the entrepreneurs to mobilize finance from their own resources.  Therefore promoters raise capital through borrowings, keeping in view the short term, medium term or long 

term requirements of the trade or industry. Every industrial project requires finance in the form of risk capital, long term, medium term and short term or working capital and/or machinery on hire purchase/lease 

basis. All these types of financial assistance are provided by various institutional agencies, commercial banks, co-operative banks, Regional Rural Banks, State Financial Corporations and International Financial  

Institutions and Syndicated Loan Market and NSIC etc,. A great emphasis has been placed by the government to ensure that all viable projects are provided adequate finance (Capital) for a sustained growth of trade 

and industry.  The borrowed funds have enabled many promoters to realise their dreams and to bring their project to an actual shape. Timely availability of Institutional and bank finance at reasonable rates is 

essential for successful implementation of any commercial project. This requires thorough and upto date knowledge of lending schemes of various financial institutions like  IDBI, IFCI, ICICI, IRBI, SCICI, Exim 

Bank, Commercial Banks, RCTC, SIDBI, UTI, LIC, SFCs etc., particularly with reference to the preparation of project report, appraisal by the lending institutions, assessment of financial requirements as per RBI 

norms, terms and conditions on which finance is available, procedure for filing application for finance, execution of documents and charging of securities.  Besides the financing has to be done as per the RBI Credit 

Policy & Instructions contained in its various Circulars & Committee Recommendations. Special RBI instructions have also been issued on bank finance, for Leasing & Hire purchase Concerns, Diamond Exporters, 

Consortium Advances, Housing Finance, Priority Sector Advances, Export Credit, Commercial papers etc.Expansion and generation of capital for smaller but aggressive companies can be realised through use of 

world legal banking practices that legally circumvent the web of securities regulations.  These regulations were initiated ostensibly to discourage fraud in securities and exchange transactions.  One cannot at this 

point determine to what degree those lobbying for such legislation may have had the interests of the smaller businesses in mind.  In any case, the result is a regulatory nightmare that would discourage even the most 

stout-hearted. The current system succeeds magnificently in keeping small business just that small. Fittest will forge ahead and the industry leaders who have capabilities beyond difficult times and are geared up 

with skills and options like e-powered empowerment and proved turn around strategies and they don’t fear the risk and change ,they embrace it to take the world head on , can never be behind in the progress of the 

rare order .Many Managers of the many Corporatism have Failed in Getting FDI/ECB International Finance for your Dream Project or Ideas. Many Dream Projects or Ideas failed for want of finance just in time. 

Beware of Bogus Lenders!!! Or Vulture capitalists!!! Now or never companies must change today to win the battle for FDI/ECB in the International Loan markets. Turn your good ideas and projects with cheaper 

loans and equity finance into money spinning businesses and bring idea to market place by making every employee and person in the organisation a business person and turning them as Money makers. Only Solvent 

Borrowers or Viable Project with good team of Management is Pre-Requisite. Expansion and generation of capital for smaller but aggressive companies can be realised through use of world legal banking practices 

that legally circumvent the web of securities regulations.  These regulations were initiated ostensibly to discourage fraud in securities and exchange transactions.  One cannot at this point determine to what degree 

those lobbying for such legislation may have had the interests of the smaller businesses in mind.  In any case, the result is a regulatory nightmare that would discourage even the most stout-hearted. The current 

system succeeds magnificently in keeping small business just that small. Fittest will forge ahead and the industry leaders who have capabilities beyond difficult times and are geared up with skills and options like e-

powered empowerment and proved turn around strategies and they don’t fear the risk and change,they embrace it to take the world head on , can never be behind in the progress of the rare order .Mobilisation of 

foreign currency finances and management of funds raised by tapping various sources are two important tasks facing finance managers today.  External financial markets, euro markets and national markets offer a 

menu of products and currencies, and financial packaging is undertaken by the banks or merchant banks engaged in external financing.  International financing is best with risks and uncertainties, apart from 

elaborate documentation and administrative formalities, practices in external markets keep changing and finance managers have to understand the dynamics of these markets in order to operate effectively. 

Moreover, with the removal of restrictions on funds flows, arbitrage opportunities have opened up and these have to be understood in order to benefit from them. Today’s ever changing and intensely competitive 

world business climate demands that those of us in the business of providing financial services re-think and redefine our services to meet the challenges that face our Corporates in the development and expansion of 

their businesses. In an age where information’s hold the key to success, we hope books on External Commercial Borrowing (ECB) would go a long way, in providing basic information needs of both our clients and 

readers.  

      

 

 

 

 

 
ADVERTORIALS AND CONSULTANCY HELP LINE 

You may have problems with Government Departments PWD, BDA, BMRDA, KIADB, TOWN PLANNING DEPARTMENTS AND Development Authorities BBMP, Taluka office, D.C. Office, 

Corporation, K.S.R.T.C., Commercial Tax Offices, K.E.B., Pension problems, Acquisitions of Land Problems , Khata, Bifurcation, Tax Revision. Banks Problems etc, which may be have been pending for 

months, and years in Government files etc. 

Everybody is facing Problems, Problems? 

 

Kindly write to us, we analyze and convince ourselves and if appropriate then we will take your problems, to concerned authorities, ministries, i.e., through our online portal  news paper sunny times  and try 

to help you. We also provide consultancy and Liaison service on case to case bases as per agreed terms and fees. Write your problems with Xerox copies. 

 

M.S.Yatnatti , Editor and Video Journalist Consultant  Mobile: 9945116476  E-Mail: msyatnatti@yahoo.com    propertypolitics@gmail.com 


