
Question: What are Electoral Bonds? Does the electoral bond scheme brings 

more transparency in the Indian electoral system? Critically examine. (250 

words) 

Answer: 

Electoral bonds are interest-free banking instruments, which can be bought from 

specified branches of State Bank of India in multiples of ₹1,000, ₹1 lakh, ₹10 

lakh or ₹1 crore. These can be purchased by individuals and companies who 

have to disclose their identity through know your customer (KYC) norms to 

SBI, while political parties can encash these bonds within 15 days only in their 

specified bank accounts. Only those parties, which have got 1% of all votes 

polled in the last Lok Sabha or state assembly polls, are eligible for funding 

through these bonds. 

 

Political funding has been an opaque affair. Businesses, which need approvals 

for projects, tend to appease political patrons through political donations, which 

in turn becomes a cause for fudging books to generate funds for such 

contributions. Political parties, which have various expenses to meet in running 

their organizations and in conducting elections, accept funding from businesses, 

which makes it possible for an inappropriate nexus between the two to emerge. 

Successive governments have tried to reform this with various amendments in 

the law, including in the Companies Act and in the Income Tax Act. The 

NDA’s attempt to curtail cash donations and political funding through banking 

channels through the electoral bonds is the latest 

 

The scheme makes it possible to give political contributions through a 

legitimate channel with tax-paid funds, while who gave how much to which 

party remains anonymous. The fact that a donor has purchased bonds worth a 

specified amount and that parties have received specified amounts in aggregate, 

will become a record. Electoral bonds offer some element of transparency, 

though not full transparency.  

Critics, however, say that removal of a cap on corporate donations that existed 

earlier—7.5% of three-year average net profit—enables businesses to make 

unlimited political donations without having to disclose the recipient’s name. 



 

There are two key problems with it— 

1. lack of transparency as we do not know who is giving what to whom and 

what they are getting in return;  

2. that only the government, through ministries, has access to this 

information 

 

The solution to this is setting up a national election fund where corporate houses 

and individual donors can contribute with 100% tax-free fund. The EC could be 

given the task of overseeing it. The money can then be divided among political 

parties mostly in kind and a part in cash. 


