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“The exorbitant cost of Indian elections has become a cardinal fact of the Indian political economy that is
widely acknowledged and lamented — including by politicians and their donors. But it is not simply the
material outlays that grab one’s attention, it is the manner in which the money flows.”

- Milan Vaishnav, Carnegie Endowment for International Peace (2019)

Background

Elections in India are generally extravagant affairs and are widely seen as a celebration of democracy
of the world’s largest electorate population. The beating of drums, sloganeering, loudspeakers blaring
music, road shows, noisy processions, voters flaunting merchandise of politicians, clearly make
elections a flamboyant and raucous exercise. The Election Commission of India (ECI) popularly refer
to them as the dance of democracy or the festival of democracy. However, each passing election raises
concerns regarding its notoriously high costs and the bitterly fought vicious campaigns. A near six-fold
increase is observed in the total estimated expenditure (including the costs of conducting elections)
incurred between 1998 (Rs 9,000 crore) and 2019 (Rs 55,000-60,000 crore) general elections.
Approximately Rs 700 per vote was spent this Lok Sabha elections as projected in the report compiled
by Centre for Media Studies (CMS). These estimates account only for the campaign expenses incurred
during the period between the announcement of election schedule by the ECI and the declaration of poll
results, leaving out a huge sum of money spent during the campaigns that start weeks before the actual
notification of polls. Nonetheless, they exceeded the expenditure incurred in the U.S. Presidential
election 2016 by roughly $1.5 billion as estimated by Centre for Responsive Politics (Usmani, 2019)
and the 2014 Lok Sabha elections by $3 billion. This raises a pertinent question about whether a
developing country like India which is struggling with a nearly $3 trillion economy can afford costly
elections of this scale.

There isn’t anything inherently problematic about the rising costs of election campaigns over the years,
given that vibrant election campaigns can engage citizens and initiate a democratic dialogue between
parties and voters. It strengthens political parties and candidates, and provide chances to compete on
more equal terms. Campaign finance deals with “the costs of democracy”, a popular terminology by
(Heard, 1960) known for his analysis of campaign finance in the US. Political campaigns have many
expenditures including travel expenses of candidates and staff, maintenance of a cadre of volunteers,
direct and indirect costs of communicating with voters etc. Election expenditure can be broadly divided
into two categories — legal expenditure (allowed by law for electioneering, subject to permissible limit)
and illegal expenditure (expenditure on items not permitted by law such as bribery or ‘cash for votes’,
paid news etc.) (Election Commission of India, 2019).

Structural changes such as growing size of constituencies, fierce political competition, predominance
of social media, emergence of political consultants/campaign managers and the intensifying need for
ambitious large-scale election campaigns have added to the costs borne by parties and candidates to run
a successful poll campaign and caused an indispensable rise in campaign spending, as the nature of
election campaigns change dramatically over the years. The introduction of anonymous Electoral Bonds
that were on sale for extra days during the general elections 2019 may have also contributed to increased
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election expenditure. Electoral Bonds of higher denominations worth several thousand crores were
purchased during the poll period.

However, the practice of illegitimate flow of cash in form of bribery, liquor, or any other item disbursed
and given to the electors with the intent to influence them, and the growing dependence of parties on
wealthy candidates (having the ability to self-finance election campaigns) deeply hurts the level playing
field and undermines the democratic integrity of the electoral process. There has been an increase from
16% to 29% in the number of crorepati! candidates that contested Lok Sabha elections between 2009
and 2019 as depicted in figure 1(a). The average assets per candidate who contested in Lok Sabha
elections 2019 worth Rs 4.14 crore (ADR, 2019a).

Figure 1(a): Percentage of crorepati candidates
29%
16%
Lok Sabha 2009 Lok Sabha 2014 Lok Sabha 2019

Furthermore, 83% of the total candidates nominated by BJP and INC for Lok Sabha elections 2019
were crorepatis. 59% and 36% of candidates of NCP and CPI (M) respectively, declared assets worth
more than Rs. 1 crore (ADR, 2019a). Clearly, the competitive parties with money guzzling campaigns
select the wealthiest candidates.

Figure 1(b): Party-wise crorepati candidates

Jo% B83% B3%
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¥ Lok Sabha 2009 W Lok Sabha 2014 ™ Lok Sabha 2019

The above numbers are significant given that financial superiority is becoming an essential prerequisite
for securing party ticket and gaining electoral advantage to be able to unduly influence voters.
Furthermore, the chance of winning of a candidate is observed to be closely related to his/her financial
background. ADR analysis also found that the chance of winning of a crorepati candidate in the 2019
Lok Sabha elections was 21% whereas chance of winning for a candidate with assets less than Rs. 1

1 Candidates with declared assets worth more than. 1 crore
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crore was a mere 1%. The percentage of crorepati winners rose from 58% in 2009 to 88% in 2019
general elections (ADR, 2019b). The average assets per winner in the Lok Sabha 2019 was Rs 20.93
crore. Such correlation shows how the need for greater campaign finance can determine who contests
and wins elections. This is where the rising costs of campaign spending become problematic as they
make electoral politics inaccessible to those who are deserving but incapable of incurring huge
expenses. Money becomes a determining factor in election outcomes. A politician from Arunachal
Pradesh was quoted as saying —

Association for Democratic Reforms

“Last time, I wanted to contest, so I did a recce... The rate was Rs 20,000 to Rs 25,000 per vote, and
there are around 17,000 to 18,000 voters, so adding the cost of mithuns [a buffalo-like animal that is
worth more than Rs 50,000] and pigs for the feasts, it came to around Rs 25 crores to Rs 30 crores. |
decided not to contest, it was beyond me.” (Subramanian & Venkataramakrishnan, 2019)

Figure 2: Percentage of Crorepati Winners

88%
82%

Lok Sabha 2009 Lok Sabha 2014 Lok Sabha 2019

The second and more concerning aspect about expensive electoral campaigns is how a huge share of
the money spent during elections is on items which are not permitted under the law and have been
seized in large numbers during the campaigning period each day — cash in form of bribe, liquor,
drugs/narcotics, precious metals, freebies, etc. A quarter of the total poll expenditure estimated by
(Centre for Media Studies, 2019) is cash distributed to voters directly. 10%-12% voters admitted
receiving cash for votes, another two-third acknowledged that voters around them were also bribed. The
total seizure reported by the ECI (Search & Seizure Report, 2019) at the end of Lok Sabha elections
2019 was a monstrous Rs 3475.76 crore. A considerable amount of the total poll expenditure is
unaccounted cash which remains outside the purview of the formal system suggesting that the abuse of
money power has increased manifold. Thus, it becomes vital to assess the nature of campaign spending
in elections and the significance of its changing scale for the larger electoral politics of India.

In light of the above stated problem, this paper analyses the recurring features and the emerging trends
in the expenses undertaken by candidates and parties during general elections over the last decade. It
looks at some of the major heads under which parties and candidates incur the maximum costs, and how
the surmounting costs impact the overall well-being of electoral politics. Most importantly, the paper
also documents the challenges of election expenditure monitoring keeping in view the underreporting
of expenditure figures filed by candidates/winners with the ECI, non-compliance by political parties of
the prescribed expenditure statement format and the indirect third party expenditure incurred on online
political advertising with campaigns now going digital. In its handbook on Election Expenditure
Monitoring published in February 2019, the Election Commission outlines that a new form of
expenditure is coming to the fore in recent times in form of Surrogate Advertisements, Paid News and
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Social Media etc. The Commission admits that this category of expenditure will never be reported or
will be underreported by the political parties/candidates and pose challenge for scrutiny of the
expenditure statements, thereby requiring a more robust system of expenditure monitoring. In
conclusion, the paper suggests some possible remedies and reiterates the implementation of the long
pending recommendations of the Law Commission, Election Commission and ADR to ensure that
elections are not contested on the might of the monies and remain independent of any undue influence.

Association for Democratic Reforms

Election Expenditure Monitoring Framework

1. By virtue of Article 324 of the Constitution of India, the Election Commission is responsible
for the superintendence, direction and control of Parliamentary and Assembly elections. It is
upon the Commission to ensure that the level playing field for all stakeholders inclusive of
candidates and political parties is not disturbed and the electoral process does not fall prey to
misuse of money power.

2. It is mandatory for every candidate to the House of People or a State Legislative Assembly
under section 77(1) of the Representation of the People Act, 1951 to maintain a separate and
correct account of all expenditure incurred or authorised by him or by his election agent
between the date of his nomination and the date of declaration of the election result, both dates
inclusive. The failure to maintain such an account is an electoral offence. The particulars of
account of election expenses in respect of each item of expenditure from day to day to be kept
by a candidate or his election agent are laid down in Conduct of Election Rules, 1961.

3. The total expenditure of the candidates is subject to the limits prescribed under section 77(3) of
R.P. Act, 1951 while there is no such cap on party spending. These limits vary for Parliamentary
and Assembly constituencies in States and Union Territories as provided by Rule 90 of the
Conduct of Elections Rules, 1961. The ceilings on expenditure range from Rs 54 lakhs to Rs
70 lakhs for a Parliamentary Constituency and from Rs 20 lakhs to Rs 28 lakhs for an Assembly
Constituency.

4. According to section 78 of R.P. Act, 1951, every contesting candidate is mandated to lodge the
account of his/her election expenses with the District Election Officer (DEO) within 30 days of
the declaration of the result of the election. Failure to file the expenditure statement within the
stipulated time period and in the required manner without good reason/justification can result
in disqualification of the candidate by the ECI under Section 10A of R.P. Act. The contesting
political parties are required to file their expenditure statements to the ECI in the prescribed
format within 75 days of Assembly elections and 90 days of Lok Sabha elections, as directed
by the Supreme Court in Common Cause Vs. Union of India in 2005.

5. The Election Commission under Section 10A of RPA read along with other provisions of the
Act and the Rules possess the requisite powers to hold necessary enquiry to ascertain the fact
about compliance of statutory requirements in the matter of submission of election expenses
accounts. In L.R. Shivaramagowde Vs. T.M. Chandrashekar — AIR 1999 SC 252, SC held that
the Election Commission can scrutinize the account of election expenses filed by the candidate
and disqualify him/her in case the account is found to be incorrect. The account of election
expenses once lodged are notified for inspection by the DEO and a scrutiny report prepared on
the same is submitted to the Commission by the DEO.
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6. Day to day monitoring and gathering of evidence of the election expenditure incurred by the
candidates and political parties during the campaign period is undertaken by a host of officials
appointed by the Election Commission — Expenditure Observers, Assistant Expenditure
Observers, Video Surveillance Teams, Accounting Team, Complaint Monitoring Control
Room and 24X7 Call Centre, Media Certification & Monitoring Committee, Flying Squads,
Static Surveillance Teams (SSTS) etc. For every single item to be used in electioneering by a
candidate, the EC has price fixed to check abuse of money power.

Association for Democratic Reforms

7. The Election Commission in its guidelines on Transparency and Accountability in party funds
and election expenditure dated 29™ August, 2014 stated that parties must ensure that no payment
in excess of Rs 20,000 is made in a day to any person/company/other entity in cash subject to
a few exceptions. It also maintains that any financial assistance by any party to its candidates
must be within the ceiling prescribed for the candidates.

8. Regarding the regulations on third party expenditure, an attempt was made by Supreme Court
in its judgement in Kanwar Lal Gupta Vs. Amar Nath Chawla (A.l.R. 1975 SC 308) in 1974 to
delink party and candidate spending for the purposes of calculating campaign expenditure
limits. SC ruled for party spending on behalf of a candidate to be included in calculating
candidate’s expenses. However, the judgment was nullified by an amendment introduced to the
RPA in Parliament.

9. As of today, the expenditure incurred by the leaders of political party on account of travel by
air/other means of transport for propagating the party’s programme and the political parties or
their supporters for generally propagating the party’s programme shall not be deemed to be
expenditure in connection with the election incurred or authorised by a candidate of that
political party under Section 77, RPA.

Problematic Areas
The 15" Law Commission chaired by Justice B.P. Jeevan Reddy (170" Law Commission Report) —

“The existing law does not measure up to the existing realities. The ceiling on expenditure is fixed only
in respect of the expenditure incurred or authorised by the candidate himself but the expenditure
incurred by the party or anyone else in his election campaign is safely outside the net of legal sanction.
The spirit of the provision suffers violation through the escape route. The prescription of ceiling on
expenditure by a candidate is a mere eye-wash and no practical check on election expenses for which
it was enacted to attain a meaningful democracy.”

The 2001 Consultation Paper of NCRWC on Electoral Reforms estimates that actual campaign
expenditure by candidates is in the range of about twenty to thirty times the said limits. It is widely
understood that there is distortion between the reported and estimated candidate expenditure. The Law
Commission in its 255" Report also ascertained that there is under reporting of election expenditure
and attributed it to legal lacunae, black money and poor enforcement.

Firstly, the law under Section 77 of the RPA is silent on the subject of expenditure regulation by political
parties. The implication of this is that parties and candidate supporters are allowed unlimited
expenditure in the name of general party propaganda that makes no reference to any particular
candidate. Parties indulging in ingenious accounting tend to make use of this and attribute a large
amount of their expenditure to their leaders/star campaigners whose travel expenditures fall under the
exempted category. Secondly, the law on candidates’ expenditure limits only covers the period between
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the date of nomination and the date of declaration of result, exempting the expenditure incurred outside
of this window from any scrutiny. If media reports are to be believed, it is common experience that
political parties effectively start their election campaigns well before the formal notification of
elections.

Association for Democratic Reforms

Furthermore, the disclosure norms also require strengthening. Despite the legal requirement for
candidates to lodge their expenditure statements within 30 days of declaration of result, the expenditure
statements of 464 out of 543 candidates — elected MPs in General Elections 2019 are available in the
public domain. While parties are required to submit the account of their expenses within 90 days of
Parliamentary elections, the expenditure statements of only twenty three Regional and six National
Parties are available in the public domain, as of date. ECI’s transparency guidelines lack any statutory
authority and there is no legal consequence for political parties failing to submit their expenditure
statements on time.

In December 2015, while speaking at a regional conference on ‘Use of Money in Politics and Effects
on People Representation’, the then Chief Election Commissioner Nasim Zaidi said that the data
available indicates that candidates are under-reporting expenses within the prescribed ceiling (Majority
of candidates 'under-reporting' poll expenses: EC, 2015). Majority of winners report only 40-80 percent
of their expenses to the ECI. He further admitted that elections are becoming expensive — ordinary
citizens including those with outstanding personal record and public service cannot even dream to
contest elections. In April this year, during the Lok Sabha elections, Telugu Desam Party (TDP) MP
J.C. Diwakar Reddy was quoted in (‘Election expenses crossed 310,000 crore in State’, 2019) as saying
that the election expenses crossed Rs 10,000 crore in Andhra Pradesh and on an average, each candidate
spent anywhere around Rs 25 crore in each Parliamentary constituency. An article published in The
Hindu dated July 16, 2019 estimated that an average expenditure figure of Rs 10 crore per serious
candidate is plausible — fourteen times the election expenditure limit. Nevertheless, the last time a
candidate was disqualified for flouting the spending rules was an MLA in Uttar Pradesh in 2011.

Many in the political class argue that the election expenditure limits are unrealistically low and have
not kept pace with the rate of inflation. The actual cost of running a successful campaign is several
times higher than the prescribed ceiling and this creates an incentive for candidates to underreport their
expenses. Recently, the Representation of the People (Amendment) Bill, a private member’s bill on
removal of ceiling on election expenses introduced by MP Rajeev Gowda, on the grounds that capping
of election expenses is counterproductive, was discussed in Rajya Sabha. Research also shows that for
a candidate to remain in the electoral fray, he/she needs to incur a certain minimum amount. The level
of competition between candidates in a given constituency decrees the scale of money spent on
campaigning, which easily varies from constituency to constituency. The CMS study calls this
“competitor compulsions”. Political Scientist (Chauchard, 2018) contends that costlier elections may
not result from lower levels of morality in the political class or from a surge in bribe giving; basic
logistical costs/ short-term wages that candidates pay to their workers and the crowds these recruit at
times, political competition, generational changes, and larger size of constituencies place even more
meaningful constraints on candidates.

According to (Election Commission of India, 2019), the objective of any provision limiting the
expenditure is two-fold: First is to ensure that electoral politics remains open to any individual/political
party to be able to contest on footing of equality with any individual/party, howsoever rich and well-
financed. Second, to eliminate influence of big money in the electoral process. The evidence above
suggests otherwise and questions the effectiveness of the existing laws, making it important to study
electoral spending and deliberate upon the impact thereof.
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Election Expenditure — Trends and Challenges

Association for Democratic Reforms L

Several reasons have been attributed to the consistent surge in election spending over time.
Consequently, it becomes significant to look at some of the major trends and findings in the expenses
incurred by National political parties and the elected candidates for Lok Sabha 2019 elections and
comparing the same to previous Parliamentary elections for a deeper understanding.

National Parties’ expenditure for Parliamentary elections 2019

(a) Election Expenditure — Lok Sabha 2019 and Assembly elections held simultaneously

According to the ninety days reporting period requirement for submission of accounts of election
expenses by political parties, six out of eight National political parties have submitted their election
expenditure statements. The expenditure statements of the ruling Bharatiya Janata Party (BJP) and
National People’s Party (NPEP) are not available on the website of the Election Commission. Thus,
expenditure data for Lok Sabha 2019 elections accounts for the expenses declared by the remaining six
parties namely Indian National Congress (INC), All India Trinamool Congress (AITC), Nationalist
Congress Party (NCP), Communist Party of India (Marxist) (CPM), Communist Party of India (CPI)
and Bahujan Samaj Party (BSP). Additionally, the reporting format followed by the parties is such that
the expenditure declared by them is inclusive of the expenses incurred during General Elections 2019
and the four State Assembly Elections that were held simultaneously — Arunachal Pradesh, Andhra
Pradesh, Odisha and Sikkim (hereafter, referred as four State Assembly elections).

The six National parties analysed in this paper collected total funds worth Rs 1484.76 cr while the total
expenditure (by cash or cheque/DD or expenditure remaining outstanding) incurred during the Lok
Sabha 2019 elections and four State Assembly elections amounted to Rs 862.76 cr. As shown in figure
3, INC incurred the highest expenditure of Rs 626.36 cr, at least eight times more than the next highest
spender AITC at Rs 73.47 cr.

Lok Sabha 2019 & 4 State Assembly elections’
expenditureincurred by 6 National Parties
Rs 62636 cr
Rs73.47 cr Rs 60.23 cr Rs 55.39 cr Rs 76.18 cr
- Rs21.13 cr
INC AITC MCP BSP CPM CPI

In each of the previous two Parliamentary elections, BJP incurred more than 50% of total campaign
expenses declared by all National Parties. The party spent Rs 448.81 cr and Rs 712.48 cr in 2009 and
2014 Lok Sabha elections, respectively. Going by the trend, it is safe to assume that once party’s
expenses are accounted, the total expenditure will more than double.
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Of the total expenditure (accounted) of Rs 1065.80 cr incurred under various heads during these
elections, parties spent more than half of their campaign funds on publicity, followed by the ‘lumpsum
payments’ by parties to their candidates and travel expenses. Bulk of the publicity expenses were spent
on Media Advertisement (print & electronic media including social media; bulk sms, cable, website,
TV channels, etc.) worth Rs 468.31 cr. The travel expenses of Rs 229.215 cr as shown below include
the expenditure incurred by the Leaders (Rs 1.718 cr) and Star Campaigners (Rs 227.497 cr) of the
political parties on account of travel by air or by any other means of transport for propagating the
programme of a political party and fall within the exempted category.

Association for Democratic Reforms

Figure 4(a): Expenditure under various heads by 6
National Parties - LS 2019 & 4 State Assembly elections

Rs571.56 cr
Rs 237.373 ¢r Rs 229.215 cr
. . Rs 26.92 cr Rs0.73 cr
|
Publicity Expenditure Travel Misc./ Others Publishing criminal
towards candidates antecedents if any,
of candidates
sponsored

In September 2018, Supreme Court mandated both candidates and political parties to publish criminal
information about contesting candidates on party websites as well as in newspapers and television at
least three times after the filing of nomination papers. Barring BSP, the remaining five National Parties
spent a total of Rs 73 lakhs towards publication of this information. Despite fielding at least 85
candidates with criminal background, BSP declared zero expenditure towards publication of criminal
antecedents of its candidates.

Figure 4 (b): Share of expenditure incurred under various heads during Lok Sabha 2019 & 4
State Assembly elections

0.07%

22.27%

2.53%
53.63%

21.51%
= Publicity

= Travel
Misc./Others
= Expenditure towards candidates

= Publishing criminal antecedents if any, of candidates sponsored

Political Parties’ expenditure towards candidates is declared under the head of ‘Expenses on
Candidates’ which provides details of parties’ spending on candidates under publicity, travel, lumpsum
payments to candidates, publication of criminal antecedents of contesting candidates and other
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expenses. Figure 5 shows the share of ‘lumpsum payments to candidates’ out of the total expenses
incurred by six National parties under various heads, which is 22.27% or Rs 237.37 cr of the total
expenditure. BSP was the only party to declare that it incurred no expenses on its candidates.

Association for Democratic Reforms

Figure 5: Lumpsum amount paid by National Parties to
Candidates - Lok Sabha 2019 & 4 State Assembly elections
Rs820.89 cr
Rs193.97 cr
Rs83.6 cr Rs 56.63 cr Rs 34.76 or Rs14.54 cr Rs55.38 cr
Rs 1001 cr
Rs 11.755 cr Rs7.919 cr Rs 13.629 cr Rs0
[ - — A -
INC AITC NCP CPM CPI BSP
® Total Expend iture under various heads Lumpsum paymentsto candidates

Bulk of the expenditure incurred by National parties during Lok Sabha elections 2019 and 4 State
Assembly elections has been incurred from parties’ central headquarters, amounting to Rs 619.086 cr
while the state units spent Rs 243.674 cr, almost 30% of which was incurred from parties’ Maharashtra
state units.

Figure 6: Top five states where National Parties incurred highest
campaign expenditure - LS 2019 & 4 State Assembly elections

Rs 71.356 cr

Rs 30.2B6 cr Rs28.914 cr

I Rs 25.202 cr Rs 23.644 cr

Maharashtra Mad hya Pradesh Tamil Madu Karnataka Kerala

The Election Commission has instructed that candidates and political parties shall include all
expenditure on campaigning inclusive of expenditure on advertisements on social media, both for
maintaining a correct account of expenditure and for submitting the statement of expenditure.
Expenditure incurred towards social media advertising is defined under electronic media and is reported
under the sub-head of ‘Media Advertisement’, under Publicity. Only three of the six National Parties
whose expenditure statements have been analysed declared spending money on social media
advertising. These include INC, NCP and CPM. Social media advertising included Facebook Live,
Facebook & Video promotion, WhatsApp messaging, social media posts etc.

INC spent the highest Rs 45.41 cr on electronic/social media advertising, digital media campaigns, bulk
SMS, WhatsApp messaging and Facebook, followed by Rs 12 lakhs incurred by NCP and Rs 35,970
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by CPM. In 2014 Lok Sabha elections, INC declared spending Rs 22.43 cr on electronic/social
media/SMS, nearly half of its expenses this time. As per the data released by Facebook and Google Ad
library report, all ad spending by political parties and their affiliate pages, as of May 22, 2019, amounted
to a total of Rs 55.2 cr. It is estimated that political parties spent not more than 1% of their overall
spending on Facebook and Google advertisements (Mampatta, 2019).

(b) Election Expenditure Trends — Lok Sabha 2009, 2014 and 2019

For comparison of election spending with the previous Parliamentary elections, five National parties
namely INC, NCP, BSP, CPM and CPI have been considered given the non-availability of the
expenditure statement of BJP and the fact that AITC and NPEP were recognised as National Parties in
2016 and 2019, respectively.

As per the election expenditure statements submitted by the aforesaid five National parties for
Parliamentary elections held over the last decade, the following trends can be observed in election
spending:

1) Clearly, for majority of the National parties analysed, the total expenditure incurred, in cash or
cheque/DD, has substantially augmented with each passing Lok Sabha election. Between 2009
and 2019 Lok Sabha elections, NCP declared the highest increase of 647% from Rs 8.06 cr to
Rs 60.23 cr, followed by CPM (174%) and BSP (160.90%). In case of INC, the increase in
expenditure was nearly 65% only.

Figure 7: Expenditure incurred by National Parties during Lok Sabha elections -
2009,2014 & 2019
Rs 626.36 cr
Rs 486.21 cr
Rs 380.04 or
Rs 64.48 cr RsB.8 er
Rs 30.06 cr Rs6.72 cr
Rs 60.23 Rs21.23 cr
RsB.0G or “ Rsg.5s cr | Rs26.1Bcr Rs35.39 cr Regizcr | Rs2Li3cr
[ - [ | -
INC MNCP CPM BSP CPI
Lok Sabha - 2009 Lok Sabha - 2014 ® Lok Sabha - 2019

2) Five National parties spent the highest on Publicity (includes media advertisement, public
meetings and publicity materials) in the last three Parliamentary elections. In some cases, the
jump in expenses between 2009 and 2019 elections was significant while in other cases, it
remained more or less constant. NCP and CPM experienced the highest increase in their
publicity expenses by 4700% and 355.83% respectively.
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Figure 8: Expenditure on Publicity by National Parties during
Lok Sabha election 2009, 2014 & 2019

Association for Democratic Reforms

Rs 476.83 cr
Rs 346.41 cr
Rs 207.88 ¢
Rs 23.84
Rs30.98 cr s o Rs0.72 cr
- Rs4.94 cr Rs12.75 cr
Rs0.76cr | Rs36.48 cr Rs5.23 Rs 8.46 cr Rs11.14 cr Rs0.69 cr Rs0.6 cr
— N —— — L N
IMC MCP CPM BSP CPl

mL5-2009 wml5-2014 wl5-2019

3) Travel expenses of parties on their leaders/star campaigners form a substantial part of their
overall election spending. After expenditure on publicity, the expenses incurred on travel or
sometimes the ‘expenses on candidates’ form the third largest share of expenses by National
parties. In the last ten years, the travel expenses incurred by INC, NCP, CPM and CPI, did not
undergo any substantial changes. However, BSP’s travel expenses increased by almost 1683%.

Figure 9: Expenditure on Travel by National Parties during Lok

Sabha elections 2009, 2014 & 2019
Rs 1295 cr

Rs 127.76 cr
Rs 116.65 cr

Rs44.21 cr
Rs 0,17 cr
Rs 1.94 cr Rs17.31 cr
Rs3.855 cr Rs 5.07 cr s
& cr
Rs3.73 cr Rs219cr | Rs1.33 cr . Rs0.26cr | Rs0.119 cr
I N !
INC 5sp

NCP CPM CPl

mLl5-2009 ml5-2014 L5-2019

Regional Parties’ expenditure for Parliamentary elections 2019

The accounts of election expenses for Lok Sabha elections 2019 are available for 23 Regional parties.
The total funds collected by the parties amounted to Rs 857.53 cr while the total expenditure incurred
during the elections is Rs 585.88 cr (by cash or cheque/DD or expenditure remaining outstanding). The
total expenditure declared by these parties under various heads is Rs 553.98 cr. 48.95% or Rs 271.18 cr
of the parties’ total expenditure was spent on publicity, followed by miscellaneous/other expenses (Rs
125.67 cr) and travel expenses (Rs 79.72 cr).
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Figure 10: Expenditure Incurred under various heads by
Regional Parties - Lok Sabha 2019

0.38%

22.68%

= Publicity
= Travel
Misc./ Others

= Lumpsum amount to candidates
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= Publishing criminal antecedents if any, of candid ates sponsored

The paper analysed the election expenses of three major Regional parties of Andhra Pradesh/Telangana
namely Telugu Desam Party (TDP), Telangana Rashtra Samithi and YSR Congress party. YSR-C party
incurred the highest expenditure of Rs 85.65 cr. TDP incurred its maximum expenditure on publicity
of Rs 62.35 cr, YSR-C on misc./other expenses of Rs 38.42 cr while TRS spent the highest on travel
among its total expenditure. None of the parties declared any expenses under ‘lumpsum payments’ to
candidates. Among the three parties, only TDP declared spending Rs 6.73 cr on social media
advertising.

Figure 11: Funds collected and Expenditure
Incurred - Lok Sabha 2019

Rs 221.58 cr

Rs 129.26 cr Rs131.33 cr

Rs 77.74 cr Rs B5.65 cr

Rs9.15 cr

TRS TDP Y5R-C

Total Funds Collected Total Expend iture Incurred
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Figure 12: Expenditure under various heads - Lok Sabha 2019

Rs62.35cr
Rs37.51 cr Rs38.47 cr
Rs9.79 cr g e
Rs9.72 cr Reb.57 Rs0.46 cr
56.57 cr
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A comparison of declaration of election expenses by political parties and their MPs — Lok Sabha
2009 and 2014 elections

The expenditure statements of political parties contain details of ‘lumpsum payments to candidates’ and
the abstract statements of candidates provide information on ‘lumpsum amount received from the
parties’. ADR compared and analysed the inconsistencies in such information declared by winning
candidates and their respective political parties for 2009 and 2014 Parliamentary elections. Given that
the expenditure statements of all political parties and winners are still not available for Lok Sabha
elections 2019, a similar analysis for the recent Parliamentary elections will be taken up later and the
paper will be updated accordingly. This analysis is extremely crucial to ascertain the compliance of the
prescribed expenditure ceiling by parties/candidates and the role of the ECI in ensuring effective
enforcement of the regulations on spending and financial reporting.

For 2009, the expenditure data of 388 out of 543 MPs, whose complete information was available, was
analysed by (ADR, 2014). 277 MPs of the total analysed were from National Parties. Six National
Parties namely INC, BJP, BSP, NCP, CPI & CPM declared lumpsum amount worth Rs 14.19 cr paid
to their 138 MPs, however, only 75 MPs declared receiving money from their respective parties worth
Rs 7.46 cr, nearly half the total amount declared by the National parties . In case of Regional parties,
15 MPs from 12 different parties mentioned various amounts as received from their respective parties
which did not match with the affidavits submitted by the parties.

Figure 13: Difference in declaration of lumpsum payments by
Mational parties to MPs - Lok Sabha 2009
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Figure 14: Party-wise difference in amounts declared
by MPs & their parties - Lok Sabha 2009 (Rs in lacs)
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Taking the case of Lok Sabha 2014 elections, the complete data of 539 MPs was available and analysed
by (ADR, 2015). 342 MPs of the total analysed were from 5 National Parties (BJP, INC, NCP, CPI &
CPM; BSP did not win a seat). It was found that 263 MPs declared receiving lumpsum amounts from
their respective parties worth a total of Rs 75.59 cr, while the parties declared giving Rs 55.23 cr to only
175 MPs. 38 MPs from 15 different Regional Parties either declared nil amount as received or
mentioned various amounts as received from their respective parties which did not match with the
expenditure statements submitted by the parties.

Figure 15: Declaration of Lumpsum amount by National

Parties to their MPs - Lok Sabha 2014
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Analysis of election expenses of MPs for Lok Sabha 2019

The paper analyses the election expense statements of 464 out of 543 MPs from 32 political parties for
Lok Sabha elections 2019, which are available in the public domain. More than six months have passed
since the due date for submission of the election expenditure statements by candidates, however, the
statements of the remaining MPs are yet to be available in public domain.

The expenditure limits for Lok Sabha elections were Rs 70 lakh in bigger states while it was Rs 54
lakhs for some smaller states for each Lok Sabha constituency. The following observations have been
made for the available election expense statements of MPs for Lok Sabha 2019 elections:

1) Candidates have constantly claimed that the election expenditure ceiling is very low.
Nevertheless, based on the election expense declaration of 464 MPs analysed for Lok Sabha
2019, only two MPs from BJP have exceeded the expenditure limit in their constituency. 43
MPs (9.26%) have declared election expenses of less than 50% of the expense limit in their

constituency.

2) The average amount of money spent by the MPs analysed is Rs 51.34 lakhs, which is about
73% of the expense limit.

3) The party-wise average election expenses show that the average spending of 272 MPs from
BJP is Rs 51.11 lakhs (73% of the average expense limit), for 47 MPs from INC is Rs 51.28
lakhs (74% of the average expense limit), for 21 MPs from AITC is Rs 53.70 lakhs (77% of the
average expense limit) and for 16 MPs from JD(U) is Rs. 57.65 Lakhs (82% of the average
expense limit).
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Figure 17: Party-wise average election expenses incurred by MPs (Rs in Lakhs)
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4) The 464 MPs analysed incurred expenditures under several heads. The top five heads under
which maximum expenses were incurred are shown in figure 18. Highest expenses were
incurred on ‘expense on campaign workers’ followed by ‘expense on public meetings, rally,
and processions without Star Campaigners’ and ‘expense on vehicles used and POL
expenditure on such vehicles. Among all, ‘expense incurred on publishing of declaration
regarding criminal cases’ were the least, Rs 98 lakhs.

Figure 18: Top 5 heads with highest expenses incurred
by MPs - Lok Sabha 2019 (Rs in cr)

= Expenses on campaign wor Kers

» Expense on Public meetings, processions etc. Without Star Campaigner

= Expense on Vehicles used and POL expenditure on such vehicles
Expense on Public meetings, processions etc With Star Campaigner

= Other misc expenses

5) Of the 464 MPs whose expenditure statements have been analysed, 272 MPs from BJP incurred
a total expenditure of Rs 139.03 cr (58.36%), 47 MPs from INC spent a total of Rs 24.10 cr
(10.12%) and 21 MPs from AITC spent 4.73% or Rs 11.28 cr of the total expenditure incurred.
During the Lok Sabha election 2014, 266 MPs from BJP spent Rs 110.47 cr, 43 MPs from INC
incurred Rs 18.04 cr and AITC’s 31 MPs incurred a total expenditure of Rs 14.44 cr. BSP did
not win a single seat in 16™ Lok Sabha elections.
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Figure 19: Number of MPs & Total Expenses incurred by
National Parties - Lok Sabha 2019
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Figure 20: Number of MPs & Total Expenses incurred by
National Parties - Lok Sabha 2014
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Challenges to Election Expenditure Monitoring

In the run up to the Lok Sabha elections this year, the Chief Election Commissioner Sunil Arora said,
“Holding free and fair elections is one of the biggest challenges facing the Indian democracy due to
prevalent abuse of money power”. Till March 2019, around 120 expenditure sensitive constituencies
were identified. The EC increased the number of ‘special expenditure observers’ to monitor illegal cash
and inducements to voters. Despite the scale of seizures this elections, twice that of 2014 Lok Sabha
elections, it is unclear whether that made any significant difference on the poll expenditure. A former
bureaucrat in her article titled “Weathervane of democracy” in The Hindu dated April 16, 2019, pointed
out how electoral malpractice has appeared in new forms. She stated that, “Voter bribery and
manipulation through the media have become the techniques of unethically influencing voters in place
of voter intimidation and booth capturing....... Misuse of media is difficult to trace to specific parties
and candidates”.

The rapidly changing nature of election campaigns that spend more on micro-targeting (easier to hide)
on digital sphere have thrown up new challenges in monitoring and estimation of actual election
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expenditure of political parties and candidates. There is agreement among stakeholders about how
election campaigning starts prior to the notification of polls, which also involves advertising in media
particularly social media, public interactions and other activities directly targeted at key voter groups
in the context of elections. Spreading party poll agenda using the medium of cinema/biopics and through
dedicated TV channels which cannot be directly linked to a party/candidate continue to remain outside
the purview of any accounted election expenditure.

Association for Democratic Reforms

The EC made several efforts to monitor political activities on social media. Its Media and Monitoring
Committee had a social media expert on board this year and mandated pre-certification of all political
advertisements on social media platforms. The campaign expenses on social media were required to be
accounted in expenditure statements and the Model Code of Conduct (MCC) applied to social media
content by parties/candidates. Nonetheless, groups like Association of Billion Minds (ABM) which is
just one among many, allegedly executed the election campaign for the BJP on social media as reported
by (Bansal, Sathe, Khaira, & Sethi, 2019). Several pages on Facebook which made no direct reference
to the party/candidates and had million followers were updated and their ownership was transferred to
ABM. These pages were then modified to act as party mouthpieces and propagated false news,
inflammatory content and poll propaganda in the run up to the Lok Sabha elections this year.
Immediately, after the elections these pages vanished. The party and the company relationship managed
to evade the scrutiny of the Commission. Admittedly, social media algorithms/analytics and the use of
proxies to spread political messages make it hard to track spending or influence on digital media and
largely go unaccounted. The ‘viral’ political content, issue based advertisements or covert advertising
on other platforms such as WhatsApp or TikTok, paid trends on Twitter that could influence voters and
work to benefit of parties/candidates are hard to attribute to any party’s/candidate’s campaigning and
remain outside the purview of scrutiny.

The practice of horse-trading has also grown in salience and now involves huge sums of money as
inducement in a quid pro quo arrangement. The money spent can potentially influence the voting trend.
However, remains outside of any accounting or reporting requirement.

The reporting of election expenses in the expenditure statements filed by parties/candidates to the ECI
raise several questions on the effectiveness of the process. Political parties and candidates delay the
submission of their election statements by several months, escaping any timely scrutiny by general
public. It is also unclear whether ECI (or CBDT on behest of ECI) has taken any action against the
defaulters. Despite a prescribed format, several parties often combine their election expenses for
Parliamentary and State Assembly elections together without providing a separate account for the two
type of elections. Parties and candidates also fail to provide a separate account for their social media
expenses, and often combine it with all other expenses under electronic media.

International Practice on Electoral Spending —A comparative perspective

The international legal framework on election expenditure aims to control campaign spending of parties
and candidates with the objective to bring about some semblance of an equal chance of success.
Paragraph 19 of the 1996 UN Human Rights Committee General Comment No. 25 to Article 25 of the
International Covenant on Civil and Political Rights (ICCPR) provides for reasonable capping on
campaign expenses “where this is necessary to ensure that the free choice of voters is not undermined
or the democratic process distorted by disproportionate expenditure on behalf of any candidate or
party”. Reference is also found in Recommendation Rec (2003) 4 of the Council of Europe’s Committee
of Ministers about requirements relating to expenditure limits, disclosure, reporting, independent
monitoring and supervision, among several other international commitments and standards. At the same
time, some jurisdictions refrain from imposing limits on election expenditure, as in case of the USA,
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deeming it as an unconstitutional curtailment of the fundamental right to freedom of speech and
expression.
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Keeping in view the challenges of expenditure monitoring confronted by the electoral regulatory regime
in India, it would be pertinent to look at the international practice on election spending
laws/enforcement. For the same, the systems prevalent in the United Kingdom, the United States, Japan
and Canada have been considered in this paper.

The United Kingdom

There are strict limits on expenditure incurred by both candidates and political parties, including on the
spending by third parties that differ depending on the type of election. The caps are on expenditure
incurred by the party in any one constituency (£30,000) as well as the total expenditure that can be
incurred by the party for all the constituencies it contests. In the UK, all paid political advertising by
both political parties and candidates is forbidden on television and radio. Any ad which may influence
public opinion on matter of public controversy is also prohibited. Most importantly, the law on spending
limit differentiates between the restrictions imposed before (long campaign) and after (short campaign)
a person officially becomes a candidate. Parties are required to prepare weekly reports and the election
agents of every candidate also needs to submit the account of election expenses/ payments incurred by
the candidate or on behalf of him during election period to Electoral Commission within thirty five days
of the declaration of result. For non-compliance, the Commission has prescribed for penalties but lacks
any power to impose criminal sanctions.

The United States of America

In 1976, the US Supreme Court invalidated ceiling limits on campaign expenses on the grounds that
they restricted freedom of speech and violate the First Amendment rights of the candidates, therefore,
unconstitutional. There is also absence of ceiling on independent third party expenses. All expenses
incurred by candidates and parties are required to be filed periodically to the Federal Election
Commission (FEC); these norms are also applicable to independent expenditures and third party
political groups called Political Action Committees (PACS). Instances of non-compliance may lead to
an FEC enforcement case or Matter Under Review (MUR) and are also dealt with by imposing fines.
According to (Jones, 2018), there is huge support among the public in favour of campaign spending
limits to reduce the influence of money in politics.

Japan

The ceiling on election spending by candidates in Japan depends on the type of election as well as the
number of voters in the constituency. There are no limits on the expenditure by political parties.
Expenses on general party propaganda conducted by political parties or by other supporting
organizations are not accounted for in the campaign spending. The law mandates annual reporting of
expenses to the Election Control Commission. Spending more than the stipulated amount can result in
nullification of election of the candidate. There is penalty of up to three years imprisonment or fine or
even forfeiture options for non-compliance. Illegal acts such as bribery, hampering elections, and other
electoral offences can result in investigation by police and if necessary, prosecution as criminal
offences. Candidates found to have committed election crimes are disqualified from voting or standing
in elections.
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Election expenses are subject to ceiling for candidates, registered parties and third parties. The candidate
spending limit amount varies from one electoral district to another and also depends on the duration of
election period. A candidate who gets elected or receives at least ten percent of the valid votes cast in
his /her electoral district and who complies with the reporting requirements/submits auditor’s report is
entitled to a publicly-funded reimbursement of election and personal expenses paid “up to a maximum
of 60 percent of the election expenses limit established for the electoral district. Similarly, registered
parties are also eligible for publicly funded reimbursement up to a certain amount on fulfilling the
required compliance. Prior to the 43" General Election in Canada this year, new rules were set out by
the federal government under Election Modernisation Act that restrict the amount of spending permitted
in the pre-election period. It also regulates third party political activity.

Conclusion and Recommendations

No regulatory framework guarantees effective enforcement of campaign finance regulations given that
in a democracy, laws controlling electoral spending are passed by politicians themselves. The
willingness and capacity of parties and other stakeholders to moderate use of money and follow the law
both in letter and spirit is most essential. The manner in which a political party manages its access to
and use of funds defines the foundation for the political finance regime of a democratic country. Large,
unaccounted expenditure can be sustained only if the system is abused to enable multiple returns on
investment. Accountable and legitimate party expenditure/campaign finance is at the heart of fight
against corruption.

Organizations responsible for enforcement of campaign finance regulations must be independent,
capable with inclusive and transparent leadership appointments and secured tenure. These
characteristics are integral for better implementation and effective enforcement.

1. Political parties have continued to take advantage of a legal vacuum — absence of any regulation
on capping of their election expenditure. There is a general agreement that there must be
reasonable and enforceable limits on expenditures incurred by political parties during elections.
The EC proposed that the parties’ expenditure during elections “should be either 50% of, or not
more than, the expenditure ceiling limit provided for the candidate. This ceiling must also be
applicable on parties before the announcement of elections when widespread electioneering and
public mobilization is in full swing.

2. The 255" Law Commission Report recommends amending Section 77 to extend the imposition
of a ceiling on the election expenses of the candidate to the period before date of nomination.

3. Similar to the restrictions in the UK and Canada, third party campaigning must be strictly
monitored given the extensive use of social media nowadays. Third party campaigners who
intend to incur expenditure for any party/candidate beyond a prescribed limit should register
with ECI. Any expenditures sans the sanctions of the Commission and without prior
consultation of the parties of candidates must be penalized. Third party expenditure on specific
candidates should be included within that candidate’s ceiling.

4. ADR’s petition on election expenditure monitoring of political parties proposes for parties to

submit election expenditure statements one year prior to the date of announcements of elections
(Lok Sabha and Assembly elections); submission of expenditure statements during the election
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period should be done at regular intervals: once a month before declaration of elections and at
least once a week during the election period.

Association for Democratic Reforms

5. Vote-buying or bribery of voters is a serious menace that is detrimental to the integrity of
elections. The EC should be given powers to countermand polls on the grounds of large scale
of vote-buying and suggested to make it a cognizable offence during elections. There should
be civil penalties extending up to de-registration of party/ disqualification of candidate for those
indulging in this practice.

6. The EC has proposed for making paid news an electoral offence under the Representation of
the People Act. This year, the EC reported a total of 647 confirmed cases of paid news. Despite
growing vigilance by the EC, the poll body reiterates the need to fix the lacunae in the law to
be able to deal with the practice holistically.

7. As of now political parties are not regulated by any law; a comprehensive bill regulating
political parties, dealing with party constitution, organization, internal elections, candidate
selection etc. is the need of the hour.

8. For political parties to be truly accountable and transparent in their functioning, it is vital that
they comply by the CIC’s 2013 order declaring them public authorities under the Right to
Information Act, 2005. This is the only way to ensure parties’ compliance with the disclosure
requirements given that the account of election expenses of all the parties are yet to be available
in the public domain — more than four months have passed since the deadline.

9. Many of the aforesaid suggestions would be effective if the ECI is suitably empowered to take
enforcement action. At present, the ECI can only review the status of political parties if parties
fail to contest elections for six years successively. However, it has no power to order
deregistration of political parties as penalty. EC must be given this power in special
circumstances where parties have violated the provisions of the Constitution or breached the
undertaking given to the EC at the time of registration.
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