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General Studies – 2; Topic: Important aspects of governance, transparency and 
accountability 
 

Electoral Bonds in India 
 
Introduction 

• Electoral bonds will allow donors to pay political parties using banks as an intermediary. 

• Electoral bonds have received tremendous attention and scrutiny since their introduction in 2018.  

• Critics have termed this a significant step backward in achieving the goal of transparency in political 
funding. 

 
Rationale behind the electoral bonds 

• They have been introduced to promote transparency in funding political parties. 

• A limited window and a very short maturity period would make misuse improbable. 

• It will take the banking route to donate, with their identity captured by the issuing authority. 

• The previous system of cash donations from anonymous sources is wholly non-transparent. 
 
Present Status 

• Since its introduction, electoral bonds have become an essential source of financing for all major 
political parties. 

• Between March 2018 and January 2021, electoral bonds worth Rs 6,514.50 crore were redeemed by 
parties. 

• Over half of the total income of all national and regional parties was contributed through this method. 

• Political donations channelised through cash has decreased substantially. Today more funds are 
channelised through the formal banking system. 
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Concerns / Challenges 

• Anonymity: Neither the donor (who could be an individual or a corporate) nor the political party is 
obligated to reveal whom the donation comes from. 

• Asymmetrically Opaque: Because the bonds are purchased through the State Bank of India (SBI), the 
government is always in a position to know who the donor is. 

• Channel of Blackmoney: Elimination of a cap of 7.5% on corporate donations, elimination of 
requirement to reveal political contributions in profit and loss statements. 

 
Alternatives to electoral funding 

• According to Former Chief Election Commissioner S.Y. Quraishi – creating a National Electoral Fund to 
which all donors can contribute. 

• The funds would be allocated to political parties in proportion to the votes they get.  

• Direct funding of candidates, who will be reimbursed according to their final share of the votes cast. 

• Complete ban on cash donations by individuals or companies to political parties to increase 
transparency. 

• State funding of political parties can be considered. The Indrajit Gupta Committee on State Funding of 
Elections had endorsed partial state funding of recognised political parties. 

• Voters have to be made aware through awareness campaigns about ill effects of money power during 
elections.  

• Bringing political parties under the preview of RTI act. 
 
Conclusion 

• The 255th Law Commission Report on Electoral Reforms observed that opacity in political funding 
results in “lobbying and capture” of the government by big donors.  

• Public funding needs to be examined and introduced with proper checks and balances. 
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