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CONSTITUTION & GOVERNANCE – PAPER - II 

News: Supreme Court Verdict on State Rights of Taxation on Minerals. 

Supreme Court Verdict on Mineral Rights Taxation 

Supreme Court Verdict 

The Supreme Court's majority ruling articulated that the enumeration of taxes on mineral rights in 

Entry 50 of List II entrusts the states with the power to impose these taxes. The court emphasized 

that this power is subject only to limitations imposed by Parliament.  

The MMDR Act does not contain specific provisions limiting states’ taxing powers on mineral 

rights, allowing states to exercise their fiscal authority fully. The ruling clarified that royalty 

payments under Section 9 of the MMDR Act are not taxes on mineral rights, and any limitation on 

royalty rates is not equivalent to a tax imposition under Entry 50 of List II. 

Chief Justice Chandrachud's majority opinion highlighted the constitutional distribution of legislative 

powers, affirming that the state's power to tax mineral rights remains unaffected unless explicitly 

limited by parliamentary law. The court emphasized the need to adhere to the constitutional 

framework, ensuring that states retain their fiscal autonomy in taxing mineral rights. 

Difference from the 1989 Verdict 

The 1989 Supreme Court verdict had significantly curtailed the states' authority over mining and 

mineral development, asserting that the central government had primary control under Entry 54 of 

the Union List. 

 The 1989 ruling confined states to collecting royalties as specified under the MMDR Act and barred 

them from imposing additional taxes on mining and mineral development. 

In contrast, the 2024 ruling restores states' plenary power to impose taxes on mineral rights under 

Entry 50 of List II, subject to parliamentary limitations. This marks a substantial shift in the 

interpretation of the constitutional provisions governing mining and mineral development. The new 

ruling recognizes states' fiscal autonomy and affirms their right to tax mineral rights, provided there 

are no explicit parliamentary limitations. 

Implications on Federal Relations with States 

The Supreme Court's ruling has significant implications for federal relations between the central 

government and the states. By affirming the states' authority to tax mineral rights, the judgment 

strengthens the principle of fiscal federalism.  

Fiscal federalism involves the distribution of financial powers and responsibilities between different 

levels of government, allowing states greater control over their revenues and expenditures. 
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The majority opinion highlighted that the states have the power to tax mineral rights, reinforcing 

their fiscal autonomy. This empowers states to generate revenue from their natural resources, 

enhancing their financial independence. The ruling encourages a decentralized approach, where 

states have greater control over their economic activities and resources. 

Relevance to Cooperative Federalism 

The Supreme Court's decision is highly relevant to the concept of cooperative federalism. 

Cooperative federalism emphasizes collaboration and coordination between the central and state 

governments to achieve common objectives.  

The ruling highlights the importance of a clear demarcation of powers and responsibilities, ensuring 

that both levels of government work together harmoniously. 

The judgment reinforces that while states have the authority to tax mineral rights, the central 

government retains the power to impose limitations through parliamentary legislation.  

This dual framework necessitates a balanced approach, where both levels of government coordinate 

their efforts to ensure the sustainable and equitable development of mineral resources. 

The ruling encourages a cooperative approach, where states exercise their taxing powers within the 

broader framework established by the central government. This promotes a harmonious federal 

structure, ensuring that states' fiscal autonomy is respected while maintaining national uniformity 

and stability. 

Conclusion 

The Supreme Court's 2024 ruling on the taxation of mineral rights under the MMDR Act marks a 

significant shift in the interpretation of constitutional provisions governing mining and mineral 

development.  

The judgment affirms states' authority to tax mineral rights, enhancing their fiscal autonomy and 

financial independence. The ruling rebalances the distribution of legislative powers and fiscal 

responsibilities between the central government and the states, reinforcing the principle of fiscal 

federalism. 

The decision has profound implications for federal relations, encouraging a decentralized approach 

to resource management and economic development. However, the dissenting opinion raises 

important concerns about the potential consequences of allowing states to levy these taxes, 

highlighting the need for careful consideration and coordination between different levels of 

government. 

In the context of cooperative federalism, the ruling underscores the importance of collaboration and 

coordination between the central and state governments. The judgment promotes a balanced 

approach, where states exercise their taxing powers within the broader framework established by the 

central government, ensuring sustainable and equitable development of mineral resources.  
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This cooperative approach is essential for maintaining a harmonious and stable federal structure, 

fostering economic growth and development across the nation. 

As the Supreme Court prepares to decide whether the ruling will apply retrospectively or 

prospectively, the judgment’s implications will continue to unfold, shaping the future of federal 

relations and fiscal policies in India.  

The decision represents a critical moment in the evolution of India's federal structure, emphasizing 

the need for a nuanced and balanced approach to resource management and fiscal federalism. 

MAIN PRACTICE QUESTIONS  

1: Evaluate the implications of the Supreme Court's 2024 ruling on mineral rights taxation on 

India's federal structure. ( 250 words) 

2: Discuss the potential economic and legal consequences of the Supreme Court's decision to 

allow states to tax mineral rights. ( 250 words) 

      

ANSWERS 

Question 1: Evaluate the implications of the Supreme Court's 2024 ruling on mineral rights 

taxation on India's federal structure. 

Introduction: The Supreme Court's 2024 ruling, which affirmed states' authority to tax mineral 

rights, has significant implications for India's federal structure. This decision overturns the 1989 

verdict that placed primary control of mining regulation under the central government.  

By reinforcing states' powers under Entry 50 of List II, the ruling strengthens fiscal federalism, 

allowing states greater financial autonomy and control over their natural resources. 

Core: This empowerment of states could lead to more efficient and localized management of 

mineral resources, potentially boosting regional economies. States can now leverage their mineral 

wealth to generate revenue, which can be used for local development and welfare projects. However, 

this decentralization of taxing power also poses challenges.  

Justice Nagarathna's dissent highlights concerns about the potential for inter-state competition and 

the risk of legal and economic instability. If states excessively exploit their taxing powers, it could 

lead to disparities and conflicts, necessitating central intervention to maintain uniformity and 

stability. 

In the broader context of cooperative federalism, the ruling underscores the need for collaboration 

between the central and state governments. While states exercise their newfound taxing authority, the 

central government must ensure that such powers are exercised within a cohesive national 

framework to avoid fragmentation.  
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Conclusion: This decision calls for a balanced approach where both levels of government work 

together to ensure sustainable and equitable development of mineral resources, fostering a 

harmonious federal structure that benefits the entire nation. 

 

Question 2: Discuss the potential economic and legal consequences of the Supreme Court's 

decision to allow states to tax mineral rights. 

Introduction: The Supreme Court's decision to allow states to tax mineral rights has several 

potential economic and legal consequences.  

Core: Economically, this ruling empowers states to harness their mineral resources more 

effectively, leading to increased revenue generation and local economic development.  

States can invest this additional revenue in infrastructure, education, healthcare, and other critical 

areas, thereby improving the quality of life for their residents. This fiscal autonomy can also 

encourage states to adopt innovative policies tailored to their unique economic contexts, fostering 

regional growth. 

However, this empowerment comes with potential downsides. If states impose high taxes on mineral 

rights, it could deter investment in the mining sector, leading to reduced mining activity and 

economic stagnation.  

Additionally, differing tax regimes across states might create an uneven playing field, causing 

companies to favor regions with lower taxes, thereby exacerbating regional disparities. 

Legally, the ruling could lead to increased litigation as stakeholders challenge the tax policies 

enacted by various states. The potential for states to levy taxes under Entry 49 of List II, as 

highlighted by Justice Nagarathna, could further complicate the legal landscape, leading to a 

proliferation of legal disputes. This legal uncertainty could undermine investor confidence, affecting 

the overall business environment in the mining sector. 

The ruling necessitates a careful balancing act, where states exercise their taxing powers judiciously 

to foster economic growth without triggering legal and economic instability.  

Conclusion : It also underscores the importance of a coordinated approach between the central and 

state governments to ensure a stable and predictable regulatory environment that promotes 

sustainable development and investor confidence. 
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