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Stop the Scam: Digital Arrest Fraud and the
Limits of Domestic Enforcement

= The Hindu 7 August 2026 @ @

" INTERVIEW ANGLE
"If the criminal enterprise sits entirely outside India's jurisdiction and the victim, the transaction and
the harm sit entirely within it, which state has the stronger claim to act, and what happens when
neither can act alone?"

@ Every fact web-verified against primary sources

THE LIFT LINE

A frozen mule account stops one transfer. It does not close one compound.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

Cybercrime answers routinely list the tools, e-Zero FIR, the National Cyber Crime Reporting Portal, mule-

account detection, as though naming them settled the policy question. This editorial supplies the harder
analytical point: a domestic tool can only ever reach the domestic half of a crime whose source sits entirely
outside domestic jurisdiction, and mistaking financial-chain enforcement for source enforcement is the error a

strong answer must avoid.

GS Paper 2: Government policies and interventions for development in various sectors; India and its

neighbourhood relations; bilateral, regional and global groupings and agreements involving India.

GS Paper 3: Cyber security, money-laundering and challenges in security; role of external state and non-state

actors in internal security.
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CONCEPT MEANING WHY IT IS TESTABLE

Digital arrest Impersonation of law enforcement over video call to Has no legal basis in Indian law, which

fraud coerce a payment through fear of arrest is itself the diagnostic fact of the fraud

Mule account A bank account, often opened using a fabricated or The chokepoint domestic enforcement
stolen identity, used solely to receive and launder targets

fraudulent funds

e-Zero FIR A digital, immediate First Information Report filing Speed matters because scam proceeds
mechanism, without requiring an in-person police move through multiple accounts within
visit hours

Scam compound  An organised, often trafficking-linked criminal The jurisdictional limit domestic tools
operation running call-centre-style fraud from cannot reach

foreign territory

MuleHunter.Al A machine-learning tool, jointly developed by I4C Named tool, examinable as a Prelims
and the Reserve Bank Innovation Hub, for detecting fact

mule accounts

BACKGROUND AND CONTEXT

The trigger is the Supreme Court’s order of 4 August 2026, directing the RBI, state governments, and an
inter-departmental committee to act against digital arrest fraud, following a pattern of cases in which victims,
frequently older or less familiar with digital-first interactions with authority, were convinced over video call that a

legal process required immediate payment to avoid arrest.

Digital arrest describes the fraud, not a legal procedure. Indian criminal procedure, under the Bharatiya
Nagarik Suraksha Sanhita, 2023 as under the former CrPC, has no provision for arrest, detention or payment

demand conducted over video call; the fraud’s entire success depends on the victim not knowing this.

Scam compounds operating in Myanmar’s Shan State and in Cambodia are the source of a substantial share of
this and related fraud globally, not only against Indian victims. These operations are widely documented,
including by the United Nations Office on Drugs and Crime, as frequently staffed by trafficked workers coerced

into running fraud operations, which adds a human-trafficking dimension to what might otherwise be treated as

a purely financial crime.

THE ANALYSIS

1. The falling complaint count is ambiguous, not reassuring. A decline from 1,23,672 complaints in
2024 to 16,377 in the first half of 2026 could mean the fraud is genuinely shrinking, or it could mean victims have
stopped reporting because reporting rarely produces recovery. The recovery figure, Rs 18.05 crore across 36,290

cases, is the fact that should determine which reading is correct, and it is not a reassuring one.
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2. Domestic tools address the transaction, not the crime. MuleHunter.Al, e-Zero FIRs and temporary
debit holds all operate on the money’s path through the Indian banking system after the fraud has already
succeeded. They can recover funds before final laundering, which matters enormously to an individual victim, but

they do nothing to prevent the next call being made from the same compound to the next victim.

3. The jurisdictional gap is the actual constraint, and it is a hard one. Indian law enforcement has no
authority in Myanmar’s Shan State or in Cambodia, and in many documented instances neither, in practice, does
the host government in these specific border regions. This is not a gap that better Indian policing closes; it can
only be closed by the states with actual influence over that territory choosing to act, which is why the editorial’s

demand is diplomatic rather than procedural.

4. The counter-argument is not weak. Diplomatic pressure on China and ASEAN states over criminal
enterprises in contested or weakly governed border territory has a long history of limited success in adjacent
domains, narcotics trafficking from the same broader region being the clearest precedent. Expecting fast results
here risks placing weight on the lever least likely to move quickly, while the domestic financial-chain measures,

imperfect as they are, are the ones within India’s own capacity to scale immediately.

5. The trafficking dimension is an underused lever. Framing scam-compound enforcement purely as a
fraud-prevention issue gives India one diplomatic argument. Framing it, accurately, as also a human-trafficking
issue, since much of the compound labour is coerced, opens additional multilateral channels, including

trafficking-specific instruments and forums, that a purely financial-crime framing does not.

DATA AND INSTITUTIONS VAULT

PRELIMS-GRADE FACTS:

Supreme Court order directing RBI, state governments and an inter-departmental committee to act: 4
August 2026

National Cyber Crime Reporting Portal: 1,23,672 complaints in 2024, falling to 16,377 in the first half of
2026

Recovered funds: Rs 18.05 crore across 36,290 cases

Named tools: MuleHunter.AI (jointly developed by I4C and the Reserve Bank Innovation Hub), e-Zero
FIR, temporary debit holds on suspicious accounts

Scam compounds concentrated in Myanmar’s Shan State and Cambodia
“Digital arrest” has no basis in Indian criminal procedure, under the BNSS, 2023 or the former CrPC

The Indian Cybercrime Coordination Centre (I4C) operates under the Ministry of Home Affairs and
runs the National Cyber Crime Reporting Portal

WATCH THE TRAP: DO NOT WRITE THAT DIGITAL ARREST IS A FORM OF LEGAL DETENTION WITH A
PROCEDURAL DEFECT; IT IS A FRAUD THAT BORROWS THE LANGUAGE OF LEGAL PROCESS TO
COERCE PAYMENT, AND NO SUCH LEGAL PROCESS EXISTS.

Stop the Scam: Digital Arrest Fraud and the Limits of Domestic Enforcement 4/ 11


http://mulehunter.ai/
https://ujiyari.com/vocab/multilateral/
http://mulehunter.ai/
https://ujiyari.com/

\\ \
& ujivari UPSC & STATE PGS CURRENT AFFAIRS

THE DEBATE

Argument FOR prioritising diplomatic escalation. No amount of domestic financial-chain enforcement
changes the underlying incentive of an operation that faces no consequence for the fraud itself, only for what
happens to funds afterward inside the Indian banking system. Source-country pressure is the only lever that
reduces the number of calls made in the first place, rather than merely improving the odds of recovering money

after a call has already succeeded.

Argument AGAINST treating diplomacy as the priority. Diplomatic leverage over criminal enterprise in
weakly governed border territory has a poor track record across multiple transnational-crime domains, and India
has limited unilateral influence over what happens inside Myanmar’s Shan State specifically. The domestic
financial-chain tools are the interventions India actually controls, with the shortest implementation timeline and

a direct, measurable effect on victim outcomes, which is the metric that should be weighted most heavily.

Balanced verdict. The two tracks are not substitutes and should not be argued as though a state must choose
one. Scale the domestic tools aggressively because they are within reach and because they determine near-term
victim outcomes; pursue the diplomatic track in parallel, using the trafficking dimension as an additional lever,
understanding that its timeline is long and its success uncertain, which is a reason to start now rather than a

reason to deprioritise it.

HOW TO THINK ABOUT THIS

The transferable pattern: when a crime’s harm and its source sit in different jurisdictions, ask what
each available lever can actually reach, and do not let progress on the reachable lever substitute

for the unreached one.

A state facing a transnational harm typically has two categories of response available: measures within its own
jurisdiction, which are fast to implement and address the domestic consequence, and measures requiring the
cooperation of another jurisdiction, which are slow, uncertain, and address the source. The common analytical
failure is treating visible progress on the first category as evidence of progress on the problem overall, when the

two are measuring entirely different things.

This same structure recurs in counter-narcotics policy, where domestic seizure and prosecution rates can rise
while source-country cultivation is unaffected; in counter-terrorism financing, where domestic account-freezing
tools can improve while overseas recruitment and funding networks persist; and in environmental crime, where
domestic wildlife-trafficking enforcement can strengthen while the demand-side markets driving the trade sit

entirely abroad.

DIAGRAM-IN-WORDS

THE FRAUD CHAIN

SCAM COMPOUND (Myanmar/Cambodia) —— CALL to victim (India)
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T !
no Indian jurisdiction victim transfers funds
weak host-state control !

| MULE ACCOUNT (India)

| g

| laundered onward / offshore

DIPLOMATIC LEVER (slow, uncertain) DOMESTIC LEVER (fast, partial)

- pressure on China/ASEAN - MuleHunter.AI detection
- trafficking-in-persons angle - e-Zero FIR (speed)

| - debit holds (freeze)

{ !
reduces calls made recovers SOME funds AFTER
(addresses SOURCE) the call already succeeded

(addresses TRANSACTION only)

BOTH LEVERS NEEDED (neither substitutes for the other)

TAKEAWAY BOX

Freezing a mule account is triage. Closing a compound is prevention. India has built the first and not yet the

second.

SC order 4 August 2026; NCRP complaints 1,23,672 (2024) — 16,377 (H1 2026); recovered Rs 18.05
crore / 36,290 cases; MuleHunter.Al (I4C and RBIH); e-Zero FIR; scam compounds in Myanmar’s

Shan State and Cambodia.

when a victim is coerced by fear of arrest into transferring life savings, and the state cannot reach the
perpetrator, what does the state owe the victim, restitution, an apology, or only the tools to try to recover the

money themselves?

UPSC has examined cyber security challenges, money laundering and the role of external non-state actors in
internal security repeatedly; this editorial updates the transnational-fraud dimension with a live, named case

and current recovery data.

“Domestic financial-chain enforcement against cyber fraud cannot substitute for source-country action, yet it

remains the only lever fully within a victim state’s control.” Critically examine with reference to digital arrest

Sfraud.

Sources: The Hindu, PIB, Ministry of Home Affairs

Source: Stop the Scam: Digital Arrest Fraud and the Limits of Domestic Enforcement — Ujiyari.com | Free UPSC &
State PCS Editorial Analysis
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® KEY ARGUMENTS AT A GLANCE

The Supreme Court's 4 August 2026 order directing the RBI, state
governments and an inter-departmental committee to act on
digital arrest fraud is genuine progress on the domestic half of the
problem, but the editorial argues enforcement remains
structurally toothless because the criminal networks operate from
compounds in Myanmar and Cambodia, entirely outside Indian
jurisdiction, so domestic measures can only ever address the
transaction, never the source.

v SUPPORTING

* The scale of the reported problem is large and worsening in one dimension even as it appears
to improve in another: the National Cyber Crime Reporting Portal logged 1,23,672 complaints
in 2024, falling to 16,377 in the first half of 2026, a decline that could reflect either genuinely
reduced incidence or under-reporting as victims lose confidence that reporting leads to
recovery, since only Rs 18.05 crore was restored across 36,290 cases, a small fraction of the
losses those cases represent.

The geography of the scam economy is the binding constraint. Compounds in Myanmar’s Shan
State and in Cambodia operate as organised criminal enterprises running call-centre-style fraud
operations, often staffed by trafficked labour, in territory where Indian law enforcement has no
jurisdiction and limited diplomatic leverage, which is why the editorial calls specifically for
pressure on China and ASEAN states rather than treating this as a matter for Indian agencies

alone.

* The domestic tools ordered by the Court are real and useful within their scope: MuleHunter.Al,
jointly developed by the Indian Cybercrime Coordination Centre and the Reserve Bank
Innovation Hub, uses machine learning to detect mule accounts used to launder scam
proceeds; e-Zero FIRs allow digital filing without the delay of an in-person police report;
temporary debit holds on suspicious accounts can freeze funds before they are laundered
onward. Each addresses the domestic transaction chain, none touches the overseas source.

A COUNTER

A domestic-first response is not merely a fallback while diplomacy is pursued; it is the only lever
India actually controls. Diplomatic pressure on China and ASEAN states over criminal enterprises
operating in ungoverned or weakly governed border regions of Myanmar has a long, largely
unsuccessful precedent in other contexts, including narcotics and human trafficking, and there is
no strong reason to expect faster results here.

The financial-chain interventions the Court has ordered, mule-account detection, faster filing,

account freezes, are the interventions with the shortest implementation timeline and the most
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direct effect on whether stolen money can actually be recovered, which is the outcome that

matters most to a victim.

— WAY FORWARD

Pursue both tracks simultaneously rather than treating them as alternatives: escalate the
diplomatic engagement with Myanmar, China and ASEAN partners specifically on scam-
compound enforcement, using the trafficking-in-persons dimension of these operations as an
additional multilateral lever beyond fraud alone; scale MuleHunter.Al and mandatory e-Zero FIR
adoption across all states, not only where implemented so far; require banks to flag and delay
first-time large transfers to newly active accounts, since mule accounts typically show an
anomalous transaction pattern detectable before the funds move onward; and run sustained
public-awareness campaigns specifically targeting the elderly and first-time internet users, who
are disproportionately represented among victims, making clear that no genuine law
enforcement agency conducts an arrest or demands payment over video call.
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;%, MAINS ANSWER FRAMEWORK

QUESTION
Digital arrest fraud is enabled by scam compounds operating from foreign territory beyond India's

Jurisdiction. Examine the limits of domestic enforcement in addressing this category of crime, and suggest

the diplomatic and technological instruments needed to close the gap. (250 words)

INTRODUCTION

Digital arrest fraud describes a scam in which callers impersonating police, customs or judicial officials
convince a victim, over video call, that they face imminent arrest for an alleged crime, and coerce a money
transfer to avoid it. No such concept as a digital arrest exists in Indian law, which is itself evidence that the
fraud succeeds by exploiting unfamiliarity with legal procedure rather than any genuine legal mechanism.
The Supreme Court’s order of 4 August 2026, directing the RBI, state governments and an inter-departmental
committee to strengthen enforcement, is the latest response to a problem that has grown large enough to

warrant judicial direction.

BODY

The reported numbers illustrate both the scale of the problem and the difficulty of reading it. The National
Cyber Crime Reporting Portal recorded 1,23,672 complaints in 2024, falling sharply to 16,377 in the first half of
2026.

A falling complaint count could indicate genuine progress, but it sits uneasily beside a recovery rate that
remains very low: only Rs 18.05 crore was restored across 36,290 cases, suggesting that victims who do report
often see no meaningful redress, which is itself a plausible explanation for declining reporting rather than
declining incidence. The domestic response ordered by the Court targets the financial chain through which
scam proceeds move: MuleHunter.Al, an artificial-intelligence tool jointly developed by the Indian Cybercrime
Coordination Centre and the Reserve Bank Innovation Hub, flags bank accounts opened or used specifically to
receive and launder fraudulent transfers; e-Zero FIRs let a victim file without the delay of physically visiting a
police station, which matters because speed is critical to freezing funds before they move through several
accounts and out of the banking system; and temporary debit holds allow a bank to pause suspicious
transactions on a flagged account.

Each of these measures is a genuine improvement in the domestic transaction chain. None of them reaches
the criminal enterprise itself, which operates from scam compounds concentrated in Myanmar’s Shan State
and in Cambodia, staffed in many documented cases by trafficked labour and running as organised, quasi-
industrial fraud operations beyond the reach of Indian law enforcement or, in practice, of the host states’ own
governments in these border regions.

The editorial’s central claim is that no amount of domestic financial-chain enforcement changes the
calculation of an operation that faces no meaningful consequence for the fraud itself, only for what happens
to the money afterward, which is why it calls for diplomatic pressure on China and the ASEAN states with

influence over these border regions.

CONCLUSION
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The honest position holds both halves of the argument. Domestic financial-chain enforcement is the lever
India actually controls and should be scaled aggressively, since it is what determines whether a given victim

recovers their money.
Diplomatic pressure on the states with actual or potential influence over scam-compound territory is the only
lever that addresses the source, and its slow, uncertain precedent in comparable transnational-crime contexts

is a reason to pursue it in parallel rather than in place of the domestic response, not a reason to abandon it.
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