
Indian Journal of Law and Legal Research                                                   Volume II Issue II | ISSN: 2582 8878 

                   

1 
 

ABUSE OF ADMINISTRATIVE DISCRETION WHILE 

ALLOTTING CAPTIVE COAL MINES IN COALGATE SCAM 

Devamshu Behl, O.P Jindal Global University 

 

Discretion is the power  to decide or act according to one’s judgement when there are multiple 

options available1 and often due to either the emergency situations or due to the  impact of the 

contemporary philosophy of  ‘welfare State' as ours ,where the social contract2 is between the 

citizens and state is such that latter has to protects and promotes the economic and social well-

being of the of the former, , a phenomenon generally discernible where a large amount of 

discretion is vested in the hands of the administrative authorities.3 Now being a welfare state 

the administrative authorities should act for the interest of the citizens however as it was seen 

in the case of Coalgate Scam, this discretion isn’t always used to meet the right ends.  

Coalgate Scam was a major political scam which was concerned with the UPA Governments 

allocation of our nations coal reserve deposits to various private companies and public sector 

undertakings in a susceptible manner. In the draft report of  Comptroller and Auditor General 

of India, government was accused of allocating the coal blocks in inefficient manner which 

costed out government approximately 1,856 billion rupees. There was a loss of this quantum 

as rather than doing transparent and fair bidding of the coal blocks, they were given on 

recommendation and hence the Private and Public companies paid much less than what they 

would have if there was competitive bidding. 

It was in the July of 2004 itself when a comprehensive note on “Competitive bidding for 

allocation of Coal blocks” was placed by the Coal Secretary to MoS of Coal and mines however  

within two months a note from PMO detailing the disadvantages of Competitive bidding was 

initiated to which within 2 weeks the Coal Secretary replied stating that the contentions had no 

merit in them. However on 4th of October 2004 Mos stated that proposal for competitive will 

not be pursued further as it will cause further delays in the allocation of coal blocks. In the next 

 
1 Khare, Shubham Manoj, Administrative Discretion & Limitation on Administrative Discretion By Article 14 & 

16 of the Indian Constitution (September 1, 2009).  
2 Hobbes, Thomas, 1588-1679. Leviathan. Baltimore :Penguin Books, 1968 
3 The Indian Law Institute, Administrative Processes Under The Essential Commodities Act, (1964). 
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year the PMO and Coal Secretary had various meetings and a new draft Cabinet note including 

PMO’s suggestion was made. Since the new law would’ve been applied prospectively it had to 

be done quite quickly however on 25.07.2005 the PMO decided that it will amend the agreed 

upon Cabinet note to include the concerns of the States where the blocks were located and then 

since Mos felt that amending the Coal mine Act was a lengthy process it continued with the 

allotment of coal blocks at recommendations. And then on July 2006 PMO held a meeting 

where he expressed that rather than Coal mine act it is the Mine and Minerals Act which should 

be amended so all the minerals can be sold through competitive bidding to which Mos had 

problems as it diluted the power of the State  where the block is located and it was in October 

of  2008 where the amendment bill reached standing committee which was implemented and 

notified in February of 2012. While as of June 2004 only 38 coal blocks stood allocated yet 

despite of taking cognizance of a better and more transparent  mode of allocating blocks from 

2004-2009 the Government continued to allot coal on recommendations at cheap prices. In total 

216 blocks were allocated between 1993 and 2010 in efficient manner.  This is amongst one of 

the banes of modern administrative process where there is a conferment of large without the 

relevant legislation laying down clearly the conditions and circumstances subject to which, and 

the norms with reference to which, the executive is to exercise the powers conferred. 4 

There was a constant rejection and delay of Competitive bidding despite of our Supreme Court 

of various occasions holding that the Competitive bidding is the most transparent and fair 

method of allotment of resources. In the case of Sachidananda Pandey vs State Of West Bengal5 

the court observed that generally public auctions are the best mode of disposing governments 

assets and resources. Then in the case of Haji T.M. Hassan Rawther vs Kerala Financial 

Corporation6 where the court stated that “the public property owned by the State or by an 

instrumentality of State should be generally sold by public auction or by inviting tenders.” and 

this this principle was reaffirmed in the case of M.P. Oil Extraction And Anr. Etc vs State Of 

Madhya Pradesh7. Also in the case of Netai Bag & Ors vs The State Of West Bengal & Ors8 

the court held the when any state resources is being transferred, a public auction or inviting 

tenders makes sure compliance with Article 14 of the Constitution as then it gives everyone 

equal chance and makes sure executive doesn’t have arbitrary power. Even in the famous 2G 

 
4 Freund, Administrative Powers over Persons and Property, 71 (1928). 
5 1987 AIR 1109 
6 1987 SCALE (2)1067 
7 1997 Supp (1) SCR 671 

8 Special Leave Petition (civil) 14833  of  1999 

https://www.ijllr.com/
https://www.ijllr.com/volume-ii-issue-i


Indian Journal of Law and Legal Research                                                   Volume II Issue II | ISSN: 2582 8878 

                   

3 
 

Spectrum case the court held that a duly publicised auction is the most fair, impartial and 

transparent method of alienation of natural resources.  

Hence despite of it being a well settled principle that Public auction or Competitive Bidding is 

indeed a more fair, transparent and as well as efficient manner of alienating resources, the 

Government continued to alienate valuable coal resources in inefficient manner which costed 

the state billions of rupees which could’ve been used for the welfare.  

Firstly there was Non application of mind while exercising the Administrative Discretion as 

when this case was taken to Supreme Court through the case of Manohar Lal Sharma vs The 

Principle Secretary & Others9 the Judges asked the Centre and the states as to why were they 

against Public Auction the reasoning given was found to be unsatisfactory even by the court. 

Government tried to explain as to how “Coal is a natural resource which is used as a raw 

material in several basic industries and if competitive bidding was to happen, it would increase 

the price of coal”. Hence the Administration without application of mind took the decision to 

carry on with allotment of coal through the old method while not realising that it was solely the 

Private and Public companies which were benefiting through their abuse of discretion. 

Similarly despite of rational advice the Ministry of Coal went on with allotment of Coal blocks 

through screening committee even after September of 2006 and continued this process till 2009.  

Abuse of Discretion also happened as there were Malafied intentions present which shoudnt 

have been present as seen in the case of Pratap Singh v State of Punjab10. The former Coal 

Secretary H C Gupta has 12 cases of alleged irregularities in coal block allocation pending 

against him. Out of these, he has been convicted in three other cases of coal block allocation, 

with jail terms of one and three years imposed on him. In 2019 Naveen Jindal was also charged 

by CBI special court with four others. Also in 2015, Special CBI judge took cognizance of the 

offence under Sections 120-B and 409 of Indian Penal Code, 1860 and Dr. Manmohan Singh, 

M/s. HINDALCO, Subendhu Amitabh, D. Bhattacharya, Kumar Mangalam Birla, P.C. Parakh. 

It further took cognisance of substantive offences under Sections 409 of IPC and Sections 

13(1)(c) and 13(1)(d)(iii) of Prevention of Corruption Act, 1988 against Singh and Parakh with 

most of the cases going on. There were also Fetters imposed to discretion at multiple stages as 

 

9 WRIT PETITION [C] NO. 463 OF 2012, WRIT PETITION [C] NO. 515 OF 2012, WRIT PETITION [C] NO. 

283 OF 2013. 

 
10 1964 AIR 72 
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the above facts clearly show that it took over 8 years to put in place allocation of captive coal 

blocks through competitive bidding. Also there was Colorable exercise of power as while 

the imposition of new method was being continuously postponed, various coal blocks were 

allotted which could’ve been avoided however it seems that the government was misusing 

their power to postpone the Competitive bidding in order for their personal gains which was 

found by CBI.  

Therefore while it is clear that competitive bidding would have in fact brought in a more 

transparent, objective and a more fair method of allocating coal blocks, however due to Abuse 

of Discretion by the Government in my opinion there should be Judicial review of this 

Administrative Discretion. While in the case of Natural Resources Allocation11 the court had 

held that it cannot mandate what one procedure to be followed however the fact that there 

was Abuse of Discretion, the court should be able to exercise Judicial review.  

 

 

 

 
11 In re, Special Reference No. 1 of 2012 v. , (2012) 10 SCC 1 
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