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Star status 
GS II: Salient Features of the Representation of People’s Act 

Bottom line: ECI’s power to ensure a clean campaign should not be unduly 

abridged 

Highlights: 

1. The Supreme Court’s stay on the revocation of the status of former Madhya 

Pradesh Chief Minister Kamal Nath as a ‘star campaigner’ for the Congress 

brings to the fore the power of the Election Commission of India and its role 

in ensuring a clean campaign.  

2. Chief Justice S.A. Bobde appeared convinced that the ECI had no such power, 

and ordered a stay on its order. Mr Nath earned the ECI’s rebuke after a 

distasteful personal remark about a BJP woman candidate while campaigning 

for a by-election to the Madhya Pradesh Assembly recently.  

3. The Commission’s order dated October 30 said it was revoking his status as a 

leader of a political party (star campaigner).  

Understanding the Star Campaigner and Implications of removal 

1. Section 77 of the Representation of the People Act, 1951, which relates to a 

candidate’s election expenditure, does leave it to the political party itself to 

decide who its “leaders” are and allows every party to submit a list of such 

‘star campaigners’ to the election authorities.  

2. However, it should be noted that the ‘star campaigner’ status comes with a 

clear privilege: the expenditure incurred on the campaign done by those from 

the list of star campaigners is not included in the expenditure of the candidate 

concerned.  

3. In effect, an order of the ECI revoking the star status is actually a withdrawal 

of the right to campaign without incurring electoral expenditure on the 

candidates’ account. 

4. It stands to reason that the ECI, in the exercise of its general and plenary power 

of control and direction over elections, ought to have the power to revoke the 

status of a campaigner, if there is an apparent breach of campaign norms or 

the Model Code of Conduct.  
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Model Code of Conduct 

1. The ECI has cited the clause in the MCC that bars candidates from resorting 

to “criticism of all aspects of the private life, not connected with the public 

activities” of other leaders and party workers.  

2. Even though the model code is not statutory, it has been generally recognised 

that the election watchdog should have some means of enforcing its norms.  

Conclusion: 

In past orders, the ECI has cited the Supreme Court’s observation that when laws 

are absent, the ECI can invoke its residuary power to meet an infinite variety of 

situations that cannot be foreseen by lawmakers. It is indeed debatable whether 

the ECI has been exercising its powers in an even-handed way in recent years. 

However, it is equally important that the ECI’s power to enforce poll norms and 

clean campaigns is not unduly abridged. 

Background 

Supreme Court Case: 

Mohinder Singh Gill vs The CEC 

1. The 1977 Supreme Court judgement held that Article 324 “operates in areas 

left unoccupied by legislation and the words ‘superintendence, direction and 

control’ as well as ‘conduct of all elections’ are the broadest terms”. 

2. The Constitution has not defined these terms. Thus, Article 324 is a plenary 

provision vesting the whole responsibility for national and State elections in 

the ECI and therefore, the necessary powers to discharge that function. 

3. The framers of the Constitution, according to the court, had left scope for the 

exercise of residuary power by the Commission, in its own right, as a creature 

of the Constitution, in the infinite variety of situations. 

Star Campaigner 

1. A recognised political party can have 40-star campaigners and an 

unrecognised (but registered) political party can have 20. The list of star 

campaigners has to be communicated to the Chief Electoral Officer and 

Election Commission within a week from the date of notification of an 

election. 
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2. The expenditure incurred on campaigning by such campaigners is exempt 

from being added to the election expenditure of a candidate. However, this 

only applies when a star campaigner limits herself to a general campaign for 

the political party she represents. 

Learn Through Graphics: 

What if a star campaigner campaigns specifically for one candidate? 
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Mains: 

1. Need a bipartisan mechanism to elect election commissioners to strengthen 

the institution which lies at the centre of fair and free elections, the base of our 

representative democracy. Discuss. 

Prelims: 

1. National and state party status conditions and benefits 

2. Election expenditure limits 

 

The financial capacity of States is being weakened 
GS II: Functions and Responsibilities of the Union and the States, Issues and 

Challenges Pertaining to the Federal Structure 

Summary: Due to the combined effect of cutbacks in devolution, the shrinking 

divisible pool, failure to pay full GST compensation this year and fall in Central 

grants, the States may experience a fall of 20%-25% in their revenues this year. 

To overcome such extreme blows to their finances and discharge their welfare 

and development responsibilities, the States are now forced to resort to colossal 

borrowings. Repayment burden will overwhelm State budgets for several years.  

Context: 

1. State governments drive a majority of the country’s development 

programmes. Greater numbers of people depend on these programmes for 

their livelihood, development, welfare and security.  

2. States need resources to deliver these responsibilities and aspirations. 

Unfortunately, the financial capacity of the States is structurally being 

weakened. 

3. The ability of the States to expand revenue has been constrained since the 

Goods and Services Tax (GST) regime was adopted.  

4. While both face a very challenging fiscal environment due to COVID, the 

Centre, instead of finding mutually beneficial solutions, has repeatedly opted 

to undermine the current and future fiscal capacities of the States.  
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Declining devolution 

1. Prior to 2014, devolution of funds to the States were consistently and 

cumulatively more than 13th Finance Commission’s projections.  

2. The year 2014-15 commenced with a shock: actual devolution was 14% less 

than the Finance Commission’s projection.  

3. Subsequent devolutions have been consistently less every year, ending the 

period 2019-20 with a whopping -37%. Between 2014-15 and 2019-20, the 

States got ₹7,97,549 crore less than what was projected by the Finance 

Commission. This is an undeniable and substantial reduction of the fiscal 

resource capacity of the States. 

Shrinking the divisible pool: Excesses of cess and surcharge 

1. Various cesses and surcharges levied by the Union government are retained 

fully by it. They do not go into the divisible pool.  

2. When taxes are replaced with cesses and surcharges, as has been done 

repeatedly by this government in the case of petrol and diesel, the consumer 

pays the same price. But the Union government keeps more of that revenue 

and reduces the size of the divisible pool. As a result, the States lose out on 

their share.  

3. Between 2014-15 and 2019-20, cesses and surcharges soared from 9.3% to 

15% of the gross tax revenue of the Union government.  

GST shortfall 

1. Shortfalls have been persistent and growing from the inception of GST.  

2. Compensations have been paid from the GST cess revenue. GST cesses are 

levied on luxury or sin goods on top of the GST.  

3. Of the nearly ₹3 lakh crore GST shortfall to the States, the Centre will only 

compensate ₹1.8 lakh crore. The States will not get the remaining ₹1.2 lakh 

crore this year. This cut is being imposed for no reason.  

4. In fact, it flies against the need of the hour to revive the economy. 

Governments ought to spend money this year to stimulate demand. 
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Annual Grants 

Apart from the streams discussed above, Central grants are also likely to drop 

significantly this year. For instance, ₹31,570 crores were allocated as annual 

grants to Karnataka. Actual grants may be down to ₹17,372 crores. 

Conclusion: 

1. The fall in funds for development and welfare programmes will adversely 

impact the livelihoods of crores of Indians. The economic growth potential 

cannot be fully realised.  

2. Adverse consequences will be felt in per capita income, human resource 

development and poverty. This is a negative-sum game. 

Background (Covered in 19/10/2020 Daily current affairs) 

What is the estimated magnitude of the GST shortfall for this fiscal? 

The total GST revenue shortfall for the current financial year was estimated to be 

Rs 3 lakh crore, of which compensation cess collection was estimated to be Rs 

65,000 crore, leaving a compensation deficit of Rs 2.35 lakh crore. Of this Rs 

2.35 lakh crore, Rs 1.1 lakh crore shortfall has been estimated on account of GST 

implementation, while the rest of the amount is being estimated as the impact of 

the COVID-19 pandemic. 

Why is the Centre required to compensate states for GST? 

With GST implementation in 2017, the principle of indirect taxation for many 

goods and services changed from origin-based to destination-based.  This means 

that the ability to tax goods and services and raise revenue shifted from origin 

states (where the good or service is produced) to destination states (where it is 

consumed).  This change posed a risk of revenue uncertainty for some 

states.  This concern of states was addressed through constitutional amendments, 

requiring Parliament to make a law to provide for compensation to states for five 

years to avoid any revenue loss due to GST. 

For this purpose, the GST (Compensation to States) Act was enacted in 2017 on 

the recommendation of the GST Council. The Act guarantees all states an annual 

growth rate of 14 per cent in their GST revenue during the period July 2017-June 

2022.  If a state’s GST revenue grows slower than 14 per cent, such ‘loss of 

revenue’ will be taken care of by the Centre by providing GST compensation 
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grants to the state. To provide these grants, the Centre levies a GST compensation 

cess on certain luxury and sin goods such as cigarettes and tobacco products, pan 

masala, caffeinated beverages, coal, and certain passenger vehicles. The Act 

requires the Centre to credit this cess revenue into a separate Compensation Fund 

and all compensation grants to states are required to be paid out of the money 

available in this Fund. 

 

Mains: 

1. States are at the forefront of development and generation of opportunities and 

growth. The strong States lead to a stronger India. The systematic weakening 

of States in the fiscal sphere serves neither federalism nor national interest. 

Discuss in the light of GST shortfalls and declining actual devolution. 

Prelims: 

1. GST compensation levied on which sin goods 

2. GST compensation cess fund basics 
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3. Commodities outside GST, recent news on the possible inclusion of Natural 

gas in GST. 

4. Cess vs surcharge difference their position vis a vis divisible pool, CFI. 

Learn Through Graphics: 

 

An increasing portion of Cess and Surcharge, implication on Fiscal 

Federalism? 

 

 


