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PAPER - 11
THE ROLE AND CONTROVERSY OF MONEY BILLS IN INDIA

Understanding Money Bills and Constitutional Provisions

A Money Bill is a special category of bills defined under Article 110 of the Indian Constitution. The
unique aspect of a Money Bill is that it deals exclusively with financial matters. According to Article
110, a bill is deemed to be a Money Bill if it deals only with provisions related to:

1. Taxation

2. Borrowing by the government

3. The Consolidated Fund of India or the Contingency Fund of India

4. Payment of money into or withdrawal of money from any such fund

5. Appropriation of money out of the Consolidated Fund of India

6. Declaration of any expenditure to be charged on the Consolidated Fund of India

7. Receipt of money on account of the Consolidated Fund of India or the public account of India

or the custody or issue of such money

The final decision on whether a bill is a Money Bill or not lies with the Speaker of the Lok Sabha.
Article 110(3) states that if any question arises whether a Bill is a Money Bill or not, the decision of
the Speaker of the House of the People shall be final.

The Money Bill can only be introduced in the Lok Sabha, the lower house of Parliament. Once
passed by the Lok Sabha, the Rajya Sabha, the upper house, can only make recommendations, which
the Lok Sabha may choose to accept or reject. The Rajya Sabha cannot amend or reject a Money
Bill. It must return the bill within 14 days, failing which it is deemed to have been passed by both
Houses.

The Significance of Money Bills

The primary significance of Money Bills lies in their ability to streamline the legislative process
concerning financial matters. Given that these bills deal with crucial financial and economic policies,
their swift passage is essential for the functioning of the government. The special provisions for
Money Bills ensure that important financial legislation is not held up by prolonged debates or
political stalemates in the Rajya Sabha, where the ruling party may not always have a majority.

By limiting the Rajya Sabha's role to merely advisory, the Constitution aims to facilitate the timely
implementation of fiscal policies, budgetary allocations, and other financial measures. This
mechanism is particularly critical during budget sessions when delays in the passage of financial bills
can hamper government operations and economic stability.

The Special Role of the Speaker and Recent Judicial Verdicts
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The Speaker of the Lok Sabha plays a crucial role in categorizing a bill as a Money Bill. The
Speaker's certification is considered final, highlighting the significant discretionary power vested in
this position. However, this power has not been free from controversy and has invited judicial
scrutiny.

One of the landmark cases highlighting the judicial review of the Speaker's decision is the Aadhaar
case of 2018. In this case, the Supreme Court upheld the Aadhaar Act as a Money Bill, but not
without dissent. Justice DY Chandrachud, in his dissenting opinion, termed the classification as a
"fraud on the Constitution” and criticized the government for using the Money Bill route to bypass
the Rajya Sabha.

The dissenting opinion brought to light concerns over the potential misuse of the Speaker's discretion
to categorize bills as Money Bills, thereby circumventing the checks and balances envisioned in the
bicameral legislative process. This case set a precedent for judicial intervention in the classification
of Money Bills, emphasizing that the Speaker's decision is not beyond judicial review.

The Current Issue

The issue at hand involves several key legislations passed by the government using the Money Bill
route. The constitutionality of these bills is now under scrutiny, with a seven-judge bench of the
Supreme Court set to examine whether the bills were validly categorized as Money Bills or if this
classification was used to circumvent scrutiny by the Rajya Sabha.

One of the primary legislations under challenge is the Prevention of Money Laundering Act
(PMLA). The Finance Acts of 2015, 2016, 2018, and 2019 introduced significant amendments to the
PMLA through the Money Bill route, expanding the powers of the Enforcement Directorate (ED).
While the Supreme Court upheld the legality of these amendments, it left the question of their
classification as Money Bills to a larger bench.

Other contentious legislations include the Aadhaar Act and the 2017 amendments to the service
conditions of tribunal members. The Aadhaar Act was upheld as a valid Money Bill by the Supreme
Court in a majority decision, but the tribunal amendments were struck down as unconstitutional. The
ongoing legal debate now focuses on whether these laws were appropriately classified as Money
Bills or if this was a strategic maneuver to bypass the Rajya Sabha.

Previous Cases and Judicial Precedents

Several previous cases have set the stage for the current judicial examination of Money Bills. The
Aadhaar case of 2018 is one of the most prominent, where the Supreme Court, in a 4:1 majority,
upheld the Aadhaar Act as a valid Money Bill. However, Justice Chandrachud's dissent raised
significant concerns about the misuse of the Money Bill provision.

Another important case is the challenge to the 2017 Finance Act amendments concerning the service
conditions of tribunal members. The government argued that since the salaries of tribunal members
come from the Consolidated Fund of India, the amendments could be introduced as a Money Bill.
However, the Supreme Court struck down the amendments as unconstitutional, emphasizing the need
for judicial independence and proper legislative scrutiny.
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These cases illustrate the ongoing tension between the executive's desire to expedite financial
legislation and the judiciary's role in ensuring constitutional compliance and maintaining the
integrity of the legislative process.

Implications for Citizens and Governance

The outcome of the current judicial examination of Money Bills holds significant implications for
Indian democracy and governance. At its core, the issue revolves around the balance of power
between the executive and legislative branches and the role of the judiciary in upholding
constitutional principles.

For citizens, the classification of bills as Money Bills has direct consequences on the transparency
and accountability of the legislative process. When bills are passed without proper scrutiny, there is a
risk of undermining democratic processes and eroding public trust in governmental institutions. This
is particularly concerning for financial legislation that affects economic policies, public expenditure,
and the distribution of resources.

The judicial review of the Money Bill classification also reinforces the importance of checks and
balances in a parliamentary democracy. It highlights the need for robust mechanisms to prevent the
misuse of discretionary powers and ensure that legislative processes are conducted in a manner that
upholds constitutional values and democratic integrity.

Conclusion

The debate over Money Bills in India underscores the complex interplay between legislative
procedures, executive authority, and judicial oversight. As the Supreme Court prepares to examine
the constitutional validity of key legislations passed as Money Bills, it stands at a critical juncture in
defining the scope of legislative discretion and judicial review.

The resolution of these legal challenges will have far-reaching implications for the functioning of
Indian democracy, the integrity of legislative processes, and the protection of constitutional
principles. It will also shape the future role of the Speaker in categorizing Money Bills and the extent
of judicial intervention in legislative classifications.

For the citizens of India, the judicial scrutiny of Money Bills is more than a legal debate; it is a
reaffirmation of the principles of transparency, accountability, and democratic governance that form
the bedrock of the Indian Constitution.

MAIN PRACTICE QUESTIONS

Question 1:

Discuss the constitutional provisions of a Money Bill as outlined in Article 110 of the Indian
Constitution. How does the classification of a bill as a Money Bill impact its passage through
Parliament, and what are this legislative process's potential benefits and drawbacks?
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Question 2:

Examine the recent controversies surrounding the classification of certain legislations as
Money Bills by the Indian government. What are the criticisms of this practice, and how does
it affect the principles of checks and balances within the legislative framework? Discuss the
implications of these controversies on democratic governance in India.

ANSWERS

Question 1:

Discuss the constitutional provisions of a Money Bill as outlined in Article 110 of the Indian
Constitution. How does the classification of a bill as a Money Bill impact its passage through
Parliament, and what are the potential benefits and drawbacks of this legislative process?

Introduction : Article 110 of the Indian Constitution defines a Money Bill, focusing on financial
matters such as taxation, government borrowing, and expenditures from the Consolidated Fund of
India. A bill is deemed a Money Bill if it contains provisions solely related to these specified
financial issues. The Speaker of the Lok Sabha has the authority to certify a bill as a Money Bill, and
this decision is considered final.

Core : A Money Bill can only be introduced in the Lok Sabha. Once passed by the Lok Sabha, the
Rajya Sabha cannot amend or reject it but may only make recommendations. The Lok Sabha can
accept or reject these recommendations. If the Rajya Sabha does not return the bill within 14 days, it
is deemed passed.

Classifying a bill as a Money Bill has significant implications for its legislative journey. It ensures
swift passage of crucial financial legislation, preventing delays that could arise from prolonged
debates in the Rajya Sabha. This is especially important for budgetary measures and other urgent
financial matters.

However, this process has drawbacks. The ability of the Lok Sabha Speaker to unilaterally classify a
bill as a Money Bill can be seen as bypassing the democratic checks and balances provided by the
Rajya Sabha. Critics argue that this power can be misused to push through controversial legislation
without adequate scrutiny. This potentially undermines the bicameral nature of Parliament, where
both houses are meant to provide oversight and balance.

Conclusion: Thus, while the Money Bill provision ensures legislative efficiency, it also raises
concerns about transparency and democratic accountability to be resolved in constitutional line.
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Question 2:

Examine the recent controversies surrounding the classification of certain legislations as
Money Bills by the Indian government. What are the criticisms of this practice, and how does
it affect the principles of checks and balances within the legislative framework? Discuss the
implications of these controversies on democratic governance in India.

Introduction : Recent controversies regarding the classification of certain legislations as Money
Bills have sparked significant debate in India. Notable among these are the amendments to the
Prevention of Money Laundering Act (PMLA), the Aadhaar Act, and the Finance Act of 2017, which
introduced changes to tribunal appointments. The central issue is whether these bills were
legitimately categorized as Money Bills or if this was done to circumvent scrutiny by the Rajya
Sabha, where the ruling party did not have a majority.

Core : Critics argue that the government has misused the Money Bill provision to bypass the upper
house, thereby undermining the legislative process. The Speaker's certification of a bill as a Money
Bill, which is final and not subject to parliamentary challenge, has been a point of contention.

This practice has been criticized as an executive overreach, diminishing the role of the Rajya Sabha
in providing checks and balances.

The judicial review of such classifications has added another layer of complexity. In the Aadhaar
case, the Supreme Court upheld the classification of the Aadhaar Act as a Money Bill, but dissenting
opinions, particularly from Justice DY Chandrachud, highlighted the risk of constitutional misuse.

The judiciary’s intervention underscores the need for stricter adherence to constitutional principles
and better safeguards against potential misuse of the Money Bill classification.

The implications for democratic governance are profound. The bypassing of the Rajya Sabha
weakens the system of checks and balances designed to prevent hasty or ill-considered legislation. It
erodes the bicameral structure intended to provide comprehensive legislative scrutiny.

Conclusion : This controversy highlights the need for greater transparency and accountability in
the legislative process to maintain the integrity of democratic institutions and uphold the rule of law.
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