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3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

IFMR Trust, Chennai
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The second annual IFMR Financial Systems Design Conference was held in Chennai on August 31st - 

September 1st, 2012. Hosted by IFMR Finance Foundation and IFMR Business School, the conference 

aimed to provide a forum for stakeholders in the Indian financial system to envisage a regulatory 

framework for financial consumer protection in India.

This document contains a synthesis of discussions that occurred during the conference. The first 

section provides a transcript of the keynote address by Dr. Nachiket Mor on the landscape for 

financial services provision in India and the context in which any framework for consumer 

protection in finance must operate. The second section synthesises the conference deliberations on 

an appropriate framework for financial consumer protection in India. The third and final section 

summarises the questions that the debates and discussions triggered, which will serve as starting 

points for further work and analysis. 

We hope that this document will serve as a reference for individuals and institutions engaged in 

evolving a new consumer protection framework for financial services in India, as well as provide 

some ideas for researchers interested in this work. 

             

I want to thank all the conference participants for their contributions to this rich dialogue. Our 

sincere thanks are due to Ms. Kate McKee, Ms. Veena Mankar, Dr. Susan Thomas, and Ms.Monika Halan 

for presenting the participants with insights from research and practice, and thus laying out the 

groundwork for in-depth discussions over the two days. Finally, I thank my colleagues from the IFMR 

Finance Foundation for their valuable support in conceptualising and organising this conference.

Bindu Ananth
Chair Person,
IFMR Finance Foundation

Preface

3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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1. The Conference aimed to stimulate discussion and debate on the possible frameworks for consumer 
protection in finance for India and to arrive at an understanding of the most appropriate framework 
for India’s financial system.

2. India’s future will be shaped by its responses to the looming challenges of retirement planning, 
healthcare financing, and high inflation volatility, resulting in uncertainties around household real 
incomes and real returns. Addressing these challenges requires innovation in financial product 
development, which will only increase the information asymmetry between providers and 
consumers. This, combined with the nature of manifestation of outcomes of financial services over 
the long term, makes it imperative that consumer protection be placed at the heart of financial 
services intermediation. 

3. The Conference was organised along three stylised choices for regulating consumer protection, 
namely, an emphasis on Disclosure, an emphasis on eliminating conflicts of Interest, and an emphasis 
on Suitability, fully recognising that any framework would have some element of all three 
approaches. 

4. Keeping in mind the two-fold agenda of creating a framework for solving the current failings of the 
Indian market and providing a meaningful long-term solution for consumer protection in view of the 
future of Indian finance, the Suitability paradigm – which advocates shifting the onus of consumer 
protection from the buyer to the seller of financial services, through legal liability on the financial 
services provider - emerged as the paradigm of choice to be at the heart of the consumer 
protection framework for India. 

5. Suitability is defined to be a process that pervades all functions within financial services 
manufacturers, intermediaries, and their representatives, such that at all points of time, the provider 
acts in the best interests of the consumer.

6. The legal liability on financial services providers is what gives the Suitability framework teeth, and 
decisively shifts the onus of consumer protection from the buyer to the seller.

7. Suitability will not take away the right of the consumer to choose. The final decision, on whether to 
accept the financial advice or buy the product recommended by the seller, must always lie with the 
consumer.

Executive Summary

8. Every citizen must have the right to be provided suitable advice or recommended suitable 
products. The principle of  Suitability needs to be enshrined in mother regulation and the 
interpretation of suitable behaviour would be best determined by the build-up of case law 
precedents over time, thus ensuring that our understanding of Suitability comes from the realities of 
the financial marketplace and its evolution over time.

9. This, coupled with a non-interventionist regulatory attitude, such as by removing any ex-ante product 
approval by regulators, would incentivise providers to innovate on suitable solutions for consumers.

10. The strong ex-ante Suitability framework coupled with a robust ex-post redressal mechanism, would 
together severely disincentivise providers from offering unsuitable products to consumers.

11. Disclosure based regimes (disclosure of product terms and conditions, and financial literacy 
approaches) depend on disclosure of product information as being sufficient for consumers to make 
purchase decisions.  This has however led to information-overload for consumers and, along with 
behavioural biases, led them to make sub-optimal decisions resulting in bad financial outcomes. 
However, disclosure has proven to be effective in promoting market competition by bringing down 
prices as well as preventing and identifying frauds. 

12. Disclosure has a key role to play within the Suitability paradigm – wholesale disclosure of real time 
transaction level data can be mandated for financial firms. This data can then be analysed by neutral 
third parties such as industry analysts, financial advisors, market aggregators, and media, to develop 
comprehensible consumer-level outputs.

13. Various approaches to eliminating conflicts of interest that exist within providers have been tried 
out. These include disclosing the existence of such conflicts to consumers and letting the consumers 
decide for themselves whether to proceed with the provider or not; separating out advice 
component from the sale, such that these two functions are carried out by different individuals; and 
finally, removing all conflicted remuneration structures faced by the providers.

 
14. Eliminating conflicts of interest is naturally built into the Suitability paradigm through the legal 

liability channel. Even in scenarios where is it is not possible to separate out advice from sale, given 
the legal liability in the form of a fiduciary responsibility on the provider, the provider is obligated 
to ensure that they act in the best interests of the consumer, ahead of their own self- interest.

15. The conference also raised a number of questions for research on the Suitability framework, related 
to its implementation, legal framework, regulatory and institutional costs, as well as lessons from 
international experiences.

3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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1. The Conference aimed to stimulate discussion and debate on the possible frameworks for consumer 
protection in finance for India and to arrive at an understanding of the most appropriate framework 
for India’s financial system.

2. India’s future will be shaped by its responses to the looming challenges of retirement planning, 
healthcare financing, and high inflation volatility, resulting in uncertainties around household real 
incomes and real returns. Addressing these challenges requires innovation in financial product 
development, which will only increase the information asymmetry between providers and 
consumers. This, combined with the nature of manifestation of outcomes of financial services over 
the long term, makes it imperative that consumer protection be placed at the heart of financial 
services intermediation. 

3. The Conference was organised along three stylised choices for regulating consumer protection, 
namely, an emphasis on Disclosure, an emphasis on eliminating conflicts of Interest, and an emphasis 
on Suitability, fully recognising that any framework would have some element of all three 
approaches. 

4. Keeping in mind the two-fold agenda of creating a framework for solving the current failings of the 
Indian market and providing a meaningful long-term solution for consumer protection in view of the 
future of Indian finance, the Suitability paradigm – which advocates shifting the onus of consumer 
protection from the buyer to the seller of financial services, through legal liability on the financial 
services provider - emerged as the paradigm of choice to be at the heart of the consumer 
protection framework for India. 

5. Suitability is defined to be a process that pervades all functions within financial services 
manufacturers, intermediaries, and their representatives, such that at all points of time, the provider 
acts in the best interests of the consumer.

6. The legal liability on financial services providers is what gives the Suitability framework teeth, and 
decisively shifts the onus of consumer protection from the buyer to the seller.

7. Suitability will not take away the right of the consumer to choose. The final decision, on whether to 
accept the financial advice or buy the product recommended by the seller, must always lie with the 
consumer.

8. Every citizen must have the right to be provided suitable advice or recommended suitable 
products. The principle of  Suitability needs to be enshrined in mother regulation and the 
interpretation of suitable behaviour would be best determined by the build-up of case law 
precedents over time, thus ensuring that our understanding of Suitability comes from the realities of 
the financial marketplace and its evolution over time.

9. This, coupled with a non-interventionist regulatory attitude, such as by removing any ex-ante product 
approval by regulators, would incentivise providers to innovate on suitable solutions for consumers.

10. The strong ex-ante Suitability framework coupled with a robust ex-post redressal mechanism, would 
together severely disincentivise providers from offering unsuitable products to consumers.

11. Disclosure based regimes (disclosure of product terms and conditions, and financial literacy 
approaches) depend on disclosure of product information as being sufficient for consumers to make 
purchase decisions.  This has however led to information-overload for consumers and, along with 
behavioural biases, led them to make sub-optimal decisions resulting in bad financial outcomes. 
However, disclosure has proven to be effective in promoting market competition by bringing down 
prices as well as preventing and identifying frauds. 

12. Disclosure has a key role to play within the Suitability paradigm – wholesale disclosure of real time 
transaction level data can be mandated for financial firms. This data can then be analysed by neutral 
third parties such as industry analysts, financial advisors, market aggregators, and media, to develop 
comprehensible consumer-level outputs.

13. Various approaches to eliminating conflicts of interest that exist within providers have been tried 
out. These include disclosing the existence of such conflicts to consumers and letting the consumers 
decide for themselves whether to proceed with the provider or not; separating out advice 
component from the sale, such that these two functions are carried out by different individuals; and 
finally, removing all conflicted remuneration structures faced by the providers.

 
14. Eliminating conflicts of interest is naturally built into the Suitability paradigm through the legal 

liability channel. Even in scenarios where is it is not possible to separate out advice from sale, given 
the legal liability in the form of a fiduciary responsibility on the provider, the provider is obligated 
to ensure that they act in the best interests of the consumer, ahead of their own self- interest.

15. The conference also raised a number of questions for research on the Suitability framework, related 
to its implementation, legal framework, regulatory and institutional costs, as well as lessons from 
international experiences.

3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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Dr. Nachiket Mor

1. It gives me great pleasure to welcome you all to this conference, which is the second in the IFMR 
Financial Systems Design Conference Series. The principal goal of this conference series is to create 
a platform to discuss issues of significant importance to the future of the Indian financial system, that 
interested researchers in India as well as elsewhere can start to explore and present solutions for. In 
addition, through this conference and others like it, we hope to build a community of individuals 
who care about these issues and would be willing to be commentators, researchers and where 
appropriate, advocates for change. IFMR Business School and IFMR Finance Foundation hope to 
continue to be closely involved in this research programme and, jointly with a group of like-minded 
institutions and individuals, expect to build capacity within the country to examine the issues that 
emerge from the conversations of these conferences.

2. Last year was the inaugural conference in this series and it examined a broad range of issues relevant 
to the future of finance in India. I am pleased to report that the conference sparked several 
interesting collaborations and initiatives – such as IFMR’s collaboration with Dr. Ajay Shah and Dr. Ila 
Patnaik on financial consumer protection, with Dr. Susan Thomas and Dr. Renuka Sane of IGIDR on 
household finance, with Dr. Suresh Sundaresan of Columbia University on evolving a research agenda 
for systemic risk, and with Dr. Sankar De and his team at ISB on financing SMEs.

Keynote Address

3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
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16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
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models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
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inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
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14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
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b. An approach that is based on the belief that the core problem in financial services delivery is 
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viewed as being critical to promote good consumer choices. This approach believes that 
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to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
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global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

The conference discussions on the framework for financial consumer protection in India were designed 
to be predicated both on an understanding of the realities of the Indian financial sector and a sense of 
the direction(s) in which the financial sector development must occur.

Financial Access and Missing Markets: Financial needs of consumers are varied and have multi-dimensional 
aspects. Households planning for long-term goals such as retirement require inflation adjusted returns on 
investment over substantial time-periods. Parents planning for the education of children need to manage 
inflation risk. Farmers planning for their next crop require credit bundled with weather insurance that 
will pay out in case of extreme weather outcomes. Households whose asset profile is concentrated in the 
local village economy need access to investments that will provide them exposure to the national 
economy. Each and every household has a combination of such crucial needs that need fulfilment and it is 
the function of the nation’s financial system to provide accessible and economical solutions.

Consumers lead very complex lives and are faced with making difficult financial decisions as part of their 
daily lives. If the aim of finance is to enhance the lives of consumers, it would need to embrace innovation 
and offer products and services that would keep all the associated complexity within the provider 
while keeping it simple for the consumer.

The Indian financial system, despite all the advances made since independence, is currently unable to 
meet the multi-faceted financial needs of households. The absence of financial products and services to 
cater to consumer needs is further exacerbated in India by low levels of financial access- only 34.4% of 
the lowest income quartile have access to savings; only 14% of lowest income quartile have life 
insurance; only 1% of the population has medical insurance; and 70% of the lowest income quartile 
borrows from informal sources such as friends, relatives and moneylenders at interest rates upwards of 
24% per annum1.

 
Current Regulatory Landscape:

While India does not have legislation governing consumer protection for financial services, consumers 
have recourse to the consumer courts set up by the Consumer Protection Act, 1986. In addition, 
consumers of financial products and services may also resort to mechanisms set up by product - and 
services-specific regulators. With a product-based regulatory structure, consumer protection 

responsibilities for financial services are 
embedded in multiple regulators. The nature of 
India’s regulatory landscape has resulted in some 
fundamental gaps such as: (a) the lack of 
mechanisms to deal with conflicts of interest 
inherent in regulators in their dual functions of 
prudential regulation and consumer protection; (b) 
increasing inter-regulatory conflicts arising out of a 
rapidly evolving financial sector; and (c) the lack of 
response to a growing body of evidence on 
consumer behaviour and preferences.

Directions for
Consumer Protection:

In light of all these realities, the IFMR Financial 
Systems Design Conference 2012 took a first 
principles view on the framework for financial 
consumer protection in India and attempted to 
answer some fundamental questions on the 
future direction of financial consumer protection 
in India:

Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 

● How does India balance the need for financial access and innovation with the requirements of consumer 
protection?

● Given the product-specific regulatory structure, what are the suitable frameworks for consumer 
protection in finance?

● What international experiences are relevant to determining the future of India’s consumer protection regime?

Any consumer protection framework will comprise elements of three approaches – greater information 
disclosures and financial literacy; eliminating conflicts of interest between product manufacturers and 
distributors; and legal liability on service providers to ensure Suitability. The objective of the conference was to 
evolve a framework for financial consumer protection in India by building on these three stylised approaches - 
and to critically examine how each of these approaches would specifically fit into the broad framework. 
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3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?
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15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

The conference discussions on the framework for financial consumer protection in India were designed 
to be predicated both on an understanding of the realities of the Indian financial sector and a sense of 
the direction(s) in which the financial sector development must occur.

Financial Access and Missing Markets: Financial needs of consumers are varied and have multi-dimensional 
aspects. Households planning for long-term goals such as retirement require inflation adjusted returns on 
investment over substantial time-periods. Parents planning for the education of children need to manage 
inflation risk. Farmers planning for their next crop require credit bundled with weather insurance that 
will pay out in case of extreme weather outcomes. Households whose asset profile is concentrated in the 
local village economy need access to investments that will provide them exposure to the national 
economy. Each and every household has a combination of such crucial needs that need fulfilment and it is 
the function of the nation’s financial system to provide accessible and economical solutions.

Consumers lead very complex lives and are faced with making difficult financial decisions as part of their 
daily lives. If the aim of finance is to enhance the lives of consumers, it would need to embrace innovation 
and offer products and services that would keep all the associated complexity within the provider 
while keeping it simple for the consumer.

The Indian financial system, despite all the advances made since independence, is currently unable to 
meet the multi-faceted financial needs of households. The absence of financial products and services to 
cater to consumer needs is further exacerbated in India by low levels of financial access- only 34.4% of 
the lowest income quartile have access to savings; only 14% of lowest income quartile have life 
insurance; only 1% of the population has medical insurance; and 70% of the lowest income quartile 
borrows from informal sources such as friends, relatives and moneylenders at interest rates upwards of 
24% per annum1.

 
Current Regulatory Landscape:

While India does not have legislation governing consumer protection for financial services, consumers 
have recourse to the consumer courts set up by the Consumer Protection Act, 1986. In addition, 
consumers of financial products and services may also resort to mechanisms set up by product - and 
services-specific regulators. With a product-based regulatory structure, consumer protection 

responsibilities for financial services are 
embedded in multiple regulators. The nature of 
India’s regulatory landscape has resulted in some 
fundamental gaps such as: (a) the lack of 
mechanisms to deal with conflicts of interest 
inherent in regulators in their dual functions of 
prudential regulation and consumer protection; (b) 
increasing inter-regulatory conflicts arising out of a 
rapidly evolving financial sector; and (c) the lack of 
response to a growing body of evidence on 
consumer behaviour and preferences.

Directions for
Consumer Protection:

In light of all these realities, the IFMR Financial 
Systems Design Conference 2012 took a first 
principles view on the framework for financial 
consumer protection in India and attempted to 
answer some fundamental questions on the 
future direction of financial consumer protection 
in India:

Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 

● How does India balance the need for financial access and innovation with the requirements of consumer 
protection?

● Given the product-specific regulatory structure, what are the suitable frameworks for consumer 
protection in finance?

● What international experiences are relevant to determining the future of India’s consumer protection regime?

Any consumer protection framework will comprise elements of three approaches – greater information 
disclosures and financial literacy; eliminating conflicts of interest between product manufacturers and 
distributors; and legal liability on service providers to ensure Suitability. The objective of the conference was to 
evolve a framework for financial consumer protection in India by building on these three stylised approaches - 
and to critically examine how each of these approaches would specifically fit into the broad framework. 

1. Statistics from the Report of the Committee on Financial Sector Reforms, accessed at: http://planningcommission.gov.in/reports/genrep/report_fr.htm



3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

14

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

The conference discussions on the framework for financial consumer protection in India were designed 
to be predicated both on an understanding of the realities of the Indian financial sector and a sense of 
the direction(s) in which the financial sector development must occur.

Financial Access and Missing Markets: Financial needs of consumers are varied and have multi-dimensional 
aspects. Households planning for long-term goals such as retirement require inflation adjusted returns on 
investment over substantial time-periods. Parents planning for the education of children need to manage 
inflation risk. Farmers planning for their next crop require credit bundled with weather insurance that 
will pay out in case of extreme weather outcomes. Households whose asset profile is concentrated in the 
local village economy need access to investments that will provide them exposure to the national 
economy. Each and every household has a combination of such crucial needs that need fulfilment and it is 
the function of the nation’s financial system to provide accessible and economical solutions.

Consumers lead very complex lives and are faced with making difficult financial decisions as part of their 
daily lives. If the aim of finance is to enhance the lives of consumers, it would need to embrace innovation 
and offer products and services that would keep all the associated complexity within the provider 
while keeping it simple for the consumer.

The Indian financial system, despite all the advances made since independence, is currently unable to 
meet the multi-faceted financial needs of households. The absence of financial products and services to 
cater to consumer needs is further exacerbated in India by low levels of financial access- only 34.4% of 
the lowest income quartile have access to savings; only 14% of lowest income quartile have life 
insurance; only 1% of the population has medical insurance; and 70% of the lowest income quartile 
borrows from informal sources such as friends, relatives and moneylenders at interest rates upwards of 
24% per annum1.

 
Current Regulatory Landscape:

While India does not have legislation governing consumer protection for financial services, consumers 
have recourse to the consumer courts set up by the Consumer Protection Act, 1986. In addition, 
consumers of financial products and services may also resort to mechanisms set up by product - and 
services-specific regulators. With a product-based regulatory structure, consumer protection 

responsibilities for financial services are 
embedded in multiple regulators. The nature of 
India’s regulatory landscape has resulted in some 
fundamental gaps such as: (a) the lack of 
mechanisms to deal with conflicts of interest 
inherent in regulators in their dual functions of 
prudential regulation and consumer protection; (b) 
increasing inter-regulatory conflicts arising out of a 
rapidly evolving financial sector; and (c) the lack of 
response to a growing body of evidence on 
consumer behaviour and preferences.

Directions for
Consumer Protection:

In light of all these realities, the IFMR Financial 
Systems Design Conference 2012 took a first 
principles view on the framework for financial 
consumer protection in India and attempted to 
answer some fundamental questions on the 
future direction of financial consumer protection 
in India:

The conference started out with a broad understanding that aspects of all three approaches would 
necessarily be part of a comprehensive framework for consumer protection in India, and the objective 
over two days was to come up with a deeper, more granular sense of how these approaches would fit 
around each other to create a robust, long-lasting consumer paradigm for India.

Information
Disclosure

and Financial Literacy

Eliminating
Conflicts

of Interest

Provider
Liability
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1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 

● How does India balance the need for financial access and innovation with the requirements of consumer 
protection?

● Given the product-specific regulatory structure, what are the suitable frameworks for consumer 
protection in finance?

● What international experiences are relevant to determining the future of India’s consumer protection regime?

Any consumer protection framework will comprise elements of three approaches – greater information 
disclosures and financial literacy; eliminating conflicts of interest between product manufacturers and 
distributors; and legal liability on service providers to ensure Suitability. The objective of the conference was to 
evolve a framework for financial consumer protection in India by building on these three stylised approaches - 
and to critically examine how each of these approaches would specifically fit into the broad framework. 



3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?
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15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

The three sessions brought out diverse experiences and opinions of conference participants on the 
various approaches to consumer protection. In addition, the “mood of the house” was captured through 
opinion polls before and after each session, to gauge the reactions of participants to the arguments for 
and against different approaches.

Participants debated each of the three approaches as distinct choices for India’s financial system. The 
Suitability paradigm, which advocates shifting the onus of consumer protection from the buyer to the 
seller of financial services through legal liability on the latter, emerged as the paradigm of choice to be 
placed at the heart of the consumer protection framework for India. However, it was also felt that very 
important aspects of disclosure and eliminating conflicts of interest would need to be built around this 
foundation. Overall, participants felt that the consumer protection framework for India must look 
something like this:
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1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 



3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?
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15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

Some of the salient aspects that the opinion polls conducted during the conference revealed were:
- 67% of participants felt that Suitability must be at the core of India’s consumer protection 

framework – all other aspects must be built around this foundation. On the other hand, 16% felt that 
Suitability could not be the basis and/or is not practical.

- 40% felt that eliminating conflicts of interest is important but that it would be useful only in addition 
to other approaches. However, 52% felt that it could not be the basis and/or is not practical.

- 68% felt that disclosure cannot be the basis for India’s consumer protection framework and that 
while core products terms and conditions in smart formats are useful, the foundation of a consumer 
protection framework must be around other approaches.

More details on the opinion polls can be found in the Appendix.

Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 



3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?
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15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

Rationale for Suitability

The Indian financial system has been built on the doctrine of caveat emptor or ‘buyer beware’. This 
doctrine has translated into several pages of legal and technical documentation which a customer signs, 
and which the representative of the seller is usually unclear about. The real risk here is the chance that 
the product sold is unsuitable and therefore will result in bad customer outcomes. This is further 
exacerbated by industry-level sales-incentives such as commissions and soft-benefits given to agents to 
push product uptake. The ULIP controversy that involved the commission-driven mis-sale of 
equity-linked investment product to customers seeking an insurance cover is a case in point. Entry loads 
in mutual funds is another example that led to mis-sale, where agents got unsuspecting customers to churn 
their portfolios in order to cash in on the entry-loads each time the customer bought into a new mutual 
fund. Insurance agent incentives do not reward maintenance of customers, and this has inevitably led to 
lapsed insurance policies, clearly making a large portion of the customer base worse-off with the policy.

The future of finance in India is predicated on the development of a financial system that supports 
innovation in the design of products, channels of service delivery, and technology that will enable the 
provision of customised financial solutions that match the needs of households, enterprises and 
governments. In such an environment, the information and power asymmetries between buyers and 
sellers will only be exacerbated and a continued reliance on a consumer protection regime built on 
information disclosure requirements will be counterproductive.  In this context, the consumer 
protection equilibrium needs immediately to shift from being disclosure-driven, where the onus is 
entirely on the consumer to make the right choice, or one that is predicated solely on the independence 
of the distributor, to one based on Suitability, where the onus is on the financial services provider to 
ensure that the appropriate advice or product has been provided to consumers.

The Indian financial system is not unfamiliar with the idea of Suitability. It has been an important 
consideration in corporate banking (such as in the sale of derivative products2), and among certain 
categories of retail investment products such as life insurance (the Suitability Index3) and mutual funds 
(advisory services based on appropriateness of product for customer4). While this is heartening, 
Suitability needs to pervade all financial services transactions and operations. This will drive financial 
services providers to compete on the provision of solutions that are appropriate for the complex 
problems of consumer households (and not just revenue-maximising for the provider), thus aligning the 
incentives of the provider with the best interests of the consumer. 

Aspects of Suitability

1. Suitability as a process: 
 Suitability should be seen as a process rather than as an intention of the financial services provider or 

consumer financial outcome. Every financial services provider should be required to have a board 
approved Suitability policy that the company must follow, through which they understand the consumer, 
make appropriate recommendations and sell products to them. The financial services provider needs to 
ensure through ex-ante liability and ex-post enforcement that the design and sale of services meets the 
needs of the consumer. This process will determine the implementation of a framework for Suitability.  
The power of the Suitability approach is that it will be necessary for the financial services provider to 
repeat the process in an on-going basis in every interaction with the consumer. At all points of time, the 
financial services provider should act in the best interests of the consumer.

2. Legal liability: 
 In order for any framework of Suitability to have teeth, there is a need for the imposition of legal 

liability on the financial services provider. The only way to incentivise the financial services provider 
to act in the best interest of the consumer is to hold them legally responsible for the Suitability 
process. The essence of Suitability is that the imposition of a legal liability to act in the consumer’s 
best interests will mean that it is in the firms’ self-interest to ensure suitable recommendations and 
product sales. For example, the threat of product recall in case of unsuitable sales practices can 
disincentivise mis-sale and hence positively impact the behaviour of financial firms. 

3. The Right to Choose:
 There were concerns from participants on whether Suitability is a paternalistic approach which will 

on the right of the consumer to choose.  The objective of Suitability is to ensure that the financial 
services provider is always incentivised to act in the best interests of the consumer, and not to 
ensure that the consumer abides by the advice of the provider.  It does not take away the right of 
the consumer to choose. Consumer will have to provide informed consent and will have to make the 
final decision on whether she wants to heed or reject the advice given to her - the final decision on 
accepting the advice and buying the product will always lie with the consumer. Suitability stops at 
the point where the financial services provider gives a recommendation based on his understanding 
of the consumer. For every transaction where the consumer chooses to reject the advice of the 
financial services provider, she should be required to officially attest to the fact that she has been 
given expert advice that she has rejected. Beyond this, the financial services provider can then sell 
the product the consumer demands and will not be held liable for Suitability. The provider will be 
held liable under the Suitability regime only in case the consumer accepts the provider’s expert 
advice and buys the products and services recommended. 

Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 

2.  http://www.rbi.org.in/scripts/Noti�cationUser.aspx?Id=6648&Mode=0] 
3.  http://irda.gov.in/ADMINCMS/cms/frmGeneral_Layout.aspx?page=PageNo1606
4.  http://www.sebi.gov.in/cms/sebi_data/attachdocs/1337083696184.pdf 

Suitability as a paradigm



3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?
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15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

Rationale for Suitability

The Indian financial system has been built on the doctrine of caveat emptor or ‘buyer beware’. This 
doctrine has translated into several pages of legal and technical documentation which a customer signs, 
and which the representative of the seller is usually unclear about. The real risk here is the chance that 
the product sold is unsuitable and therefore will result in bad customer outcomes. This is further 
exacerbated by industry-level sales-incentives such as commissions and soft-benefits given to agents to 
push product uptake. The ULIP controversy that involved the commission-driven mis-sale of 
equity-linked investment product to customers seeking an insurance cover is a case in point. Entry loads 
in mutual funds is another example that led to mis-sale, where agents got unsuspecting customers to churn 
their portfolios in order to cash in on the entry-loads each time the customer bought into a new mutual 
fund. Insurance agent incentives do not reward maintenance of customers, and this has inevitably led to 
lapsed insurance policies, clearly making a large portion of the customer base worse-off with the policy.

The future of finance in India is predicated on the development of a financial system that supports 
innovation in the design of products, channels of service delivery, and technology that will enable the 
provision of customised financial solutions that match the needs of households, enterprises and 
governments. In such an environment, the information and power asymmetries between buyers and 
sellers will only be exacerbated and a continued reliance on a consumer protection regime built on 
information disclosure requirements will be counterproductive.  In this context, the consumer 
protection equilibrium needs immediately to shift from being disclosure-driven, where the onus is 
entirely on the consumer to make the right choice, or one that is predicated solely on the independence 
of the distributor, to one based on Suitability, where the onus is on the financial services provider to 
ensure that the appropriate advice or product has been provided to consumers.

The Indian financial system is not unfamiliar with the idea of Suitability. It has been an important 
consideration in corporate banking (such as in the sale of derivative products2), and among certain 
categories of retail investment products such as life insurance (the Suitability Index3) and mutual funds 
(advisory services based on appropriateness of product for customer4). While this is heartening, 
Suitability needs to pervade all financial services transactions and operations. This will drive financial 
services providers to compete on the provision of solutions that are appropriate for the complex 
problems of consumer households (and not just revenue-maximising for the provider), thus aligning the 
incentives of the provider with the best interests of the consumer. 

Aspects of Suitability

1. Suitability as a process: 
 Suitability should be seen as a process rather than as an intention of the financial services provider or 

consumer financial outcome. Every financial services provider should be required to have a board 
approved Suitability policy that the company must follow, through which they understand the consumer, 
make appropriate recommendations and sell products to them. The financial services provider needs to 
ensure through ex-ante liability and ex-post enforcement that the design and sale of services meets the 
needs of the consumer. This process will determine the implementation of a framework for Suitability.  
The power of the Suitability approach is that it will be necessary for the financial services provider to 
repeat the process in an on-going basis in every interaction with the consumer. At all points of time, the 
financial services provider should act in the best interests of the consumer.

2. Legal liability: 
 In order for any framework of Suitability to have teeth, there is a need for the imposition of legal 

liability on the financial services provider. The only way to incentivise the financial services provider 
to act in the best interest of the consumer is to hold them legally responsible for the Suitability 
process. The essence of Suitability is that the imposition of a legal liability to act in the consumer’s 
best interests will mean that it is in the firms’ self-interest to ensure suitable recommendations and 
product sales. For example, the threat of product recall in case of unsuitable sales practices can 
disincentivise mis-sale and hence positively impact the behaviour of financial firms. 

3. The Right to Choose:
 There were concerns from participants on whether Suitability is a paternalistic approach which will 

on the right of the consumer to choose.  The objective of Suitability is to ensure that the financial 
services provider is always incentivised to act in the best interests of the consumer, and not to 
ensure that the consumer abides by the advice of the provider.  It does not take away the right of 
the consumer to choose. Consumer will have to provide informed consent and will have to make the 
final decision on whether she wants to heed or reject the advice given to her - the final decision on 
accepting the advice and buying the product will always lie with the consumer. Suitability stops at 
the point where the financial services provider gives a recommendation based on his understanding 
of the consumer. For every transaction where the consumer chooses to reject the advice of the 
financial services provider, she should be required to officially attest to the fact that she has been 
given expert advice that she has rejected. Beyond this, the financial services provider can then sell 
the product the consumer demands and will not be held liable for Suitability. The provider will be 
held liable under the Suitability regime only in case the consumer accepts the provider’s expert 
advice and buys the products and services recommended. 

Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 



3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?
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15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 



3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?
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15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 

Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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Box 1: Implementing Suitability – Lessons from Australia

Australia has a single market conduct regulator, the Australian Securities and Investments Commission (ASIC), 
whose mandate is to ensure that Australia’s financial markets are fair and transparent, and are supported by 
confident and informed investors and consumers. ASIC administers the Financial Services Reform Act 2001 (FSR 
Act), which requires persons who provide financial product advice to retail consumers to comply with certain 
conduct and disclosure obligations. The obligations vary depending on whether the advice given is personal 
advice or general advice. According to the FSR Act, personal advice is financial product advice that is directed 
to a person (including by electronic means) in circumstances where the provider of the advice has considered 
(and is reasonably expected to have considered) one or more of the person’s objectives, financial situation and 
needs (all other financial product advice is general advice). All personal advice must meet the Suitability rule 
while all general advice must be accompanied by a “general advice warning”.

Personal advice is considered to be suitable if each of the following three elements is satisfied:
1. The providing entity must make reasonable inquiries about the client’s relevant personal circumstances
2. The providing entity must consider and investigate the subject matter of the advice as is reasonable
 in all the circumstances
3. The advice must be ‘appropriate’ for the client

ASIC places legal obligations on financial services firms to meet specific conduct, disclosure, skills as well as 
professional indemnity insurance requirements, amongst others, to implement the Suitability requirement. 
Potential breaches of the law are brought to ASIC’s notice through reports of misconduct from the public, through 
referrals from other regulators, statutory reports from auditors and the licensees themselves, and through ASIC’s 
own monitoring and surveillance work (through regular surveillance visits and shadow shopping studies, the results 
of which are shared in the public domain). ASIC is empowered to take a variety of actions such as:

● Punitive action such as court order, prison terms, criminal and civil financial penalties; 
● Administrative action (without going to court) such as ban on providing financial services,
 revocation, suspension or variation of conditions of licenses, public warning notices; 
● Preservative actions such as injunctions; and 
● Negotiated resolutions such as through enforceable undertakings, and others

ASIC can decide on which remedy to take depending on various factors such as the severity of the suspected 
misconduct, the extent of losses, the compliance history of the individual or firm in question, and so on. The table 
lists major deterrence outcomes by type of action taken5:

Type of action 2010-11 2009-10

Litigation completed (total) 202 156

Litigation completed successfully  90% 91%

New litigation commenced 130 217

Investigations commenced 175 180

Investigations completed 184 133

Criminal proceedings completed 26 23

Number of people convicted 25 22

Number of people jailed 16 12

Non-custodial sentences/fines 9 11

Civil proceedings completed 34 30

Illegal schemes shut down or other action taken 30 50

People removed from directing companies 72 90

People/companies banned from financial services or consumer credit 64 41

Action against auditors/liquidators 5 5

Number of enforceable undertakings 14 8

Negotiated outcomes 24 6

The Australian Government has further passed the  Future of Financial Advice Act 2012 in June 2012, which 

introduces a duty for financial advisors to act in the best interests of their clients, subject to a ‘reasonable steps’ 

qualification, and place the best interests of their clients ahead of their own when providing personal advice to 

retail clients. To compliment this, the Act also introduces a prospective ban on conflicted remuneration 

structures including commissions and volume-based payments, in relation to the distribution of and advice about 

a range of retail investment products (not applicable to some products and advice services  including general 

insurance, basic banking products and for financial product advice given to wholesale clients). The FOFA reforms 

commenced on 1 July 2012 and compliance will be mandatory from 1 July 2013.

5. ASIC Annual Report 2010-11
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for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.
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 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
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Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
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be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.
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approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.
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 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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The role of Disclosure within the Suitability paradigm

Despite the failure of disclosure as the central cog of a consumer protection regime (discussed in Box 2), 
there is important scope for it to play a much larger role in the financial product advice and sale 
ecosystem. Below are the key ways in which this was envisaged during the conference discussions:

1. Wholesale disclosure and radical transparency
 The approaches so far in India have focused on product disclosure being comprehensive rather being 

comprehensible to the end-user. A shift towards gaining comprehensibility can be brought in through 
radical disclosure and transparency mandates, by using technology to make available to all, 
information which has traditionally been available only to financial services providers (such as 
real-time feed of mutual fund transactions, the opaque nature of bank balance sheets). This will 
redirect disclosed information towards relevant intermediaries, namely, industry analysts, the 
media, and financial advisors, who are the wholesale consumers of this data. All of these act on 
behalf of the retail consumer and they can parse through this data using superior computing 
capabilities to arrive at insights (such as in the form of high quality league tables and consumer 
reports) which in turn enhance comprehensibility of these products for retail consumers.

 The wholesale consumers will act as filters for the communication between providers and 
consumers. Technology can radically transform this process of information sharing and scenarios were 
envisaged where software could be developed to access data files from manufacturer websites 
and create consumer reports. This would be complemented by the regulatory push under the 
Suitability paradigm, which would make providers ask consumers what kind of products they need. 

2. Nature of product data, comparators and benchmarks
 Disclosure in the form of comparable product tables that are standard across institution types 

would greatly aid the comprehensibility of consumers, making it much easier to identify what the 
suitable and unsuitable products are in a particular context.

 Also, robust benchmarking and real-time information on fund performance against benchmarks made 
easily available to all would greatly aid in consumer protection. The emergence of market 
aggregators was mentioned in this regard. These market aggregators such as web aggregators put out 
comparative information about insurance and investment products and provide leads to the 
manufacturers for a nominal charge.

3. Making some financial terms commonly understood
 Throughout history, financial terminology, as all other terminologies, gets adapted and phased-out 

depending on the evolution of the consumer-market interaction. One way to familiarise households 
with concepts in finance that are deemed particularly important (compounding, for instance) would 
be to make these a part of common discourse, such as by introducing them in schools and colleges. 
This would be of a public good nature and its responsibility could lie with the financial sector 
regulators and driven by the government as a matter of public policy. 



Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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The role of Disclosure within the Suitability paradigm

Despite the failure of disclosure as the central cog of a consumer protection regime (discussed in Box 2), 
there is important scope for it to play a much larger role in the financial product advice and sale 
ecosystem. Below are the key ways in which this was envisaged during the conference discussions:

1. Wholesale disclosure and radical transparency
 The approaches so far in India have focused on product disclosure being comprehensive rather being 

comprehensible to the end-user. A shift towards gaining comprehensibility can be brought in through 
radical disclosure and transparency mandates, by using technology to make available to all, 
information which has traditionally been available only to financial services providers (such as 
real-time feed of mutual fund transactions, the opaque nature of bank balance sheets). This will 
redirect disclosed information towards relevant intermediaries, namely, industry analysts, the 
media, and financial advisors, who are the wholesale consumers of this data. All of these act on 
behalf of the retail consumer and they can parse through this data using superior computing 
capabilities to arrive at insights (such as in the form of high quality league tables and consumer 
reports) which in turn enhance comprehensibility of these products for retail consumers.

 The wholesale consumers will act as filters for the communication between providers and 
consumers. Technology can radically transform this process of information sharing and scenarios were 
envisaged where software could be developed to access data files from manufacturer websites 
and create consumer reports. This would be complemented by the regulatory push under the 
Suitability paradigm, which would make providers ask consumers what kind of products they need. 

2. Nature of product data, comparators and benchmarks
 Disclosure in the form of comparable product tables that are standard across institution types 

would greatly aid the comprehensibility of consumers, making it much easier to identify what the 
suitable and unsuitable products are in a particular context.

 Also, robust benchmarking and real-time information on fund performance against benchmarks made 
easily available to all would greatly aid in consumer protection. The emergence of market 
aggregators was mentioned in this regard. These market aggregators such as web aggregators put out 
comparative information about insurance and investment products and provide leads to the 
manufacturers for a nominal charge.

3. Making some financial terms commonly understood
 Throughout history, financial terminology, as all other terminologies, gets adapted and phased-out 

depending on the evolution of the consumer-market interaction. One way to familiarise households 
with concepts in finance that are deemed particularly important (compounding, for instance) would 
be to make these a part of common discourse, such as by introducing them in schools and colleges. 
This would be of a public good nature and its responsibility could lie with the financial sector 
regulators and driven by the government as a matter of public policy. 



Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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Box 2: The Disclosure Regime

Dependence of a regime based completely on disclosure, such as is the case in India, has been fraught with many 

limitations. These can be broadly grouped into the following aspects – the nature of financial products, the 

nature of the transaction, the ‘expertise’ of the buyer to ascertain what he requires and whether he is indeed 

getting what he needs.

Financial products by their very nature have outcomes that are dependent on many variables, and these 

outcomes reveal themselves only at a later point in time far removed from the time of purchase of the product. 

The servicing of the financial product or advice (such as in the form of monitoring and readjustment of one’s 

portfolio) is therefore as important as what happens during the point of sale. Disclosure based regimes hinge on 

eliminating the information asymmetry between the consumer and the provider. Financial innovation is going to 

ensure that this asymmetry is going to be increasing. However, studies have shown that disclosure can have the 

opposite effect of what is intended. Consumers are often ‘over-loaded’ with information which leads them to 

take sub-optimal decisions. 

Disclosure may therefore have evolved as a means for providers of financial services to ‘absolve’ themselves of 

their fiduciary responsibilities towards their customers, especially in standard form contracts that exist 

between providers and retail customers. These responsibilities are those placed on providers to act in the best 

interests of their clients, failing which the transaction would tantamount to a mis-sale. 

Financial literacy has emerged in the backdrop of these problems, as a way to create ‘empowered’ consumers 

who would be competent enough to take the right decisions. This has also been increasingly proven to be 

contentious due to the increasingly complex nature of financial intermediation, and the supporting evidence 

from behavioural economics. In the current framework products are being designed with complex features and 

the burden of understanding the complexity is being shifted to the consumer. 

Consumers are most receptive to learning at a point when they have a desire for and are actively seeking out a 

particular product. This would imply that the responsibility for financial literacy should practically rest with the 

provider. The provider would however be inclined to capitalise on the decision-making-biases of consumers, 

rendering any financial literacy effort ineffective in addressing the cognitive limitations of consumers. 

However, the benefits of disclosure cannot be ignored. Disclosure is the least expensive and most popular 

approach for providers of financial services as it places the onus of deciding what the right product is on the 

customer, and this has been the approach in environments where the customer has ample product choice. This 

may however not hold good for customers in low-access environments where they are the most vulnerable to 

mis-selling by agents.  Disclosure has also proven to be effective in promoting market competition by bringing 

down prices as well as preventing and identifying frauds.



Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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Eliminating Conflicts of Interest within the Suitability paradigm

Consumers want advice on how to run their financial lives but they are unwilling to pay for it. This 
naturally propels them to accept advice where they can obtain it freely – from the provider. The point 
of sale of a financial product was therefore seen as the point in time when the consumer is most open to 
listening to advice. It is also to be acknowledged that left to themselves, providers and their agents have 
no incentive to act in the best interests of their clients. Therefore a volume-based commission-driven 
model of financial intermediation has inherent conflict of interest between the consumer and the 
provider representative. This has led to supply-driven uptake of products and consequent bad consumer 
outcomes. For example, entry loads led to unwarranted and aggressive churning of consumers’ savings 
between mutual funds.  The conflict could go beyond just products and manufacturers, and can be 
extended to conflicts about which regulator to be supervised by, when there is lack of clarity about 
regulator jurisdiction. 

Box 3 lays out arguments around depending solely on addressing the challenge of conflicts of interest 
within retail financial services. Keeping these arguments in mind, the conference participants deliberated 
on how eliminating conflicts of interest would work under the Suitability regime. Eliminating conflicts of 
interest is naturally built into the paradigm through the legal liability channel. Even in scenarios where it 
is not possible to separate out advice from sale, given the legal liability in the form of a fiduciary 
responsibility on the provider, the provider is obligated to ensure that they act in the best interests of 
the consumer, ahead of their own best interest.



Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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Box 3: Challenges in eliminating Conflicts of Interest

Three broad approaches to eliminating conflicts of interest were discussed during the conference:

1. Separate out advice from the sale, such that the advisor is independent of the manufacturer. However, even 

if such a split were possible, advice in itself would not serve any purpose unless it can go hand-in-hand with the 

availability of products to meet advisor-identified needs. The advisor cannot be held accountable to advice that 

cannot be implemented. Even if the advisor is able to synthesise products for the customer’s requirement, it 

needs to have systems capability on the manufacturer’s side to provide such products.  Manufacturers are 

constrained by the absence of capabilities such as for reinsurance, rainfall insurance or health insurance, as well as 

their ability to invest in technologies for efficient and profitable delivery. 

Moreover, the very act of delivery of any product can be argued to have embedded advice. Even when an agent 

introduces himself as a representative of a particular manufacturer and tries selling his product, he is implying 

that the product is inherently good for the customer. Also, a separation of advice from distribution is fraught 

with problems in low-access environments where neither advice nor broking of products is available to the full 

extent. The value of the financial service is unlocked at the point of delivery by how it can be customised to 

unique household needs, and therefore it may not be possible to identify products as being truly standard and 

free of the advice component.

2. Disclose the conflicts of interest (such as commissions for the sale) to the consumer and let the consumer gauge 

for herself whether to proceed with the sale or not. However, research has indicated that disclosing information 

on remuneration by the advisor could in fact exacerbate the situation. A seminal paper6 by Loewenstein in 2011 

indicated that disclosing conflicts of interest in fact reduced the moral reluctance to providing biased advice. 

Disclosure is likely to cause some advisors to exaggerate their advice further, while others are likely to rein in 

their advice, instead. Also, advice recipients who receive disclosure fail to sufficiently discount and thus fail to 

mitigate the adverse effects of disclosure on advisor bias. Advisor biases are further compounded by the 

common agency problem in the case of agents with multiple products and companies, each vying for the agent’s 

efforts through commissions and soft benefits.

3. Remove conflicts of interest by restricting or removing completely, volume-based commissions, and placing 

the onus on the customer to choose her advisor. This can be done either by getting all manufacturers to charge 

the same commissions across the same class of products (which would make intermediaries agnostic to the 

manufacturer’s commissions and would in turn push them towards advising products based on their features) or 

by placing a complete ban on volume-based commissions and soft benefits (as being introduced in Australia). 

However, even if flat fees were to be charged by brokers to either the consumers or the manufacturers, this in 

itself cannot prevent a broker from selling a product that is not suitable for the customer.

6. http://jama.jamanetwork.com/article.aspx?articleid=1104993
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Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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1. Implementing Suitability – The process
l What are the firm-level requirements that need to be met to sufficiently demonstrate and prove 

that the Suitability obligation has been met?
- What are the elements of a firm-level board-approved Suitability policy that spans across 

verticals so that a client who interacts with different parts of the firm, is not served advice, 
products or services which when viewed in isolation may be suitable, but when viewed in its 
entirety, becomes unsuitable?

- What are the firm-level micro-prudential and other financial requirements? 
- What are the firm-level disclosure, monitoring, compliance and risk management requirements? 
- What are the minimum requirements for investments in technology and development of human 

resources?
- What must a system for training and registration of employees and agents encompass?
- What are the characteristics of strong internal and external dispute resolution mechanisms? 

l How can the Suitability requirement be met in low-access environments where the whole suite of 
financial products and services is unavailable and when most financial services providers are 
single-product purveyors?

2. Legal implications of Suitability
l If Suitability is made a right, what can consumers demand under this?
l How are we to judge Suitability and measure the value of damages caused due to negligence by the 

provider?
l There would be a need for a system of quasi-judicial bodies to remedy grievances with defined 

turn-around times, and such bodies should have active feedback loops that report back to the 
regulator for ‘real-time’ improvement in business processes of providers under question. What 
should the design of such a system look like?

l How can civil society be mobilised to represent consumers who have not been able to get adequate 
redressal? Are there principles for creation of such forums on issues such as funding and conflicts of 
interest elimination?

3. Cost of implementing Suitability – regulatory and institutional costs
l What is the impact of the Suitability regime on existing and traditional business models?
l What skills and competencies would the regulator need to invest in?
l What is the appropriate regulatory institutional design needed to implement Suitability? What are 

the implications of making existing prudential regulators responsible for supervision of Suitability 
against the implications of establishing a new and independent regulator with the single mandate of 
consumer protection?

l What can be an appropriate framework for independent third parties such as market aggregators 
and analysts, in order for them to parse through transaction data of providers to arrive at 
comprehensible reports for consumers?

l Would Suitability deliver better products if the focus of providers is forced to shift from 
comprehensiveness to comprehensibility for the consumer?

l What would FSDC’s role be in the Suitability paradigm?
l What are the possible political costs for the regulator in the event of failure of products that 

passed the Suitability test in the market?

4. Consumer reactions to Suitability
l What are consumer perceptions of Suitability in an experimental scenario, and how are they able to 

adopt the process over time?

5. Experiences of Australia and South Africa
l How do providers in low-access environments meet the Suitability criterion without compromising 

on their profitability?
l What are the relevant lessons from the experiences of Australia, UK and South Africa, that India 

must India be cognisant of in implementing Suitability?



Implementing Suitability

1. Suitability as a Legal Right: 
 There is a need for inserting the Right to Suitability into law. Every citizen must have the right to be 

provided suitable advice or recommended suitable products. The provision of this right in law will 
be the key element of building a Suitability based framework for consumer protection. Once this 
right is enshrined into law, it would mean that all financial services providers will be held legally 
accountable for acting in the best interest of consumers. Participants also debated how Suitability 
would be interpreted by law, on how tightly the term ought to be defined. It was felt that the 
interpretation of suitable behaviour is best determined by the build-up of case laws over time, thus 
ensuring that our understanding of Suitability comes from the realities of the financial marketplace 
and its evolution over time.

2. Regulatory Attitude:
 For the Suitability regime to work effectively there needs to be a shift towards a higher-trust 

equilibrium between regulators and financial services providers – it was felt that in the Indian 
context regulators were too interventionist and that this was due to the belief that financial 
services providers were not to be trusted. Participants argued that for a marketplace where socially 
useful innovation is to flourish, financial service providers must have the incentive to innovate and 
that this would mean a more non-interventionist regulatory approach. While acknowledging the 
consumer protection failures in the Indian financial marketplace, it was felt that a Suitability based 
approach would ensure that providers act in the consumer’s best interest, and this coupled with a 
non-interventionist regulatory attitude could incentivise providers to innovate on suitable solutions 
for consumers. It was also stressed that a strong ex-ante Suitability framework would need to be 
joined with a robust ex-post redressal mechanism, and together this design could severely 
disincentivise providers from offering unsuitable products to consumers.

 One pathway that was suggested is the following: Suppose there is a principle based concept of 
Suitability in primary law - this would mean that the regulator would interpret Suitability and design 
subordinated legislation. This will shape the behaviour of financial services providers, who will 
evolve the Suitability process and practices that are consistent with subordinated legislation. These 
processes should be open to challenge by regulators, consumers and consumer advocates, and would 
be subject to audit and disclosure. Penalties must be inflicted for improper conduct and should be 
punitive rather than compensatory.

 The idea that the principle of Suitability would be enshrined in ‘mother legislation’ was a powerful 
one. There remained some doubts over the capacity and competency of the judicial courts to handle 
the volume and the specialised and judgmental nature of the likely disputes. However, it was pointed 
out that one extant role model in this regard was the Securities Appellate Tribunal of SEBI.

3. Product Approval: 
 One extreme position for a regime that incentivises innovation would be to do away with product 

approvals completely. While there may be a need to gradually move in this direction, in order for it 
to work, the most important solution would be a principles-based application of Suitability. A 
product approval regime creates an environment that transfers responsibility to the regulator 
because once a product has been approved the onus for the product’s failure has been passed on to 
the regulator.  The regulator therefore has the incentive to be extremely conservative, which may 
prevent good product designs from entering the market. Suitability places the liability on providers 
and holds them accountable, and is a much stronger approach than product approval because the 
onus of responsibility for the Suitability of the product for a consumer will always rest with the 
provider. It was felt that the Suitability regime places a very strong burden on everyday behaviour 
of the provider and therefore, enables the creation of an environment where product approvals as 
we know them, can be done away with. 

 Another dimension that the discussions brought out was that individuals, investor associations and 
others, apart from the government, should also be able to go to court to sue financial firms. Law 
should support concepts like product recall, sentencing guidelines and strong penalties for 
misbehaviour.

4. Preparation for Suitability: 
 Some participants felt that there was a fair amount of ‘cleaning up’ that needs to be done as 

preparation for Suitability. This was described as a two-step process of cleaning up product 
structures. The first step would involve some basic requirements such as making costs and benefits 
transparent so as to enable comparison, having clear benchmarks, portfolio disclosure and portability. 
The second step would involve aligning incentives across the investment chain so that the producers, 
sellers and consumers are incentivised towards right choices. It was however concluded that the 
comprehensive new Suitability regime with the complete set of consumer protection legislation in 
parallel with other prudential measures, will itself begin to clean up the system. 

 There was also a discussion on the strategy to be implemented in the interim, till the time the 
Suitability legislation is introduced. Coordination among regulators was identified as an area that 
could address many of the issues that will arise at this stage. The Financial Stability and Development 
Council (FSDC) has a big role to play in facilitating the coordination mechanism between regulators. 

It was also noted that there is a need to emphasise on the idea that the developmental agenda forms 
a part of the FSDC’s mandate and that the Finance Ministry drives this agenda. Regulators, it was felt, 
should not be burdened with the development agenda and must only be held accountable for the 
narrow technical goals (such as an inflation target for the central bank) necessary to meet this agenda 
without destabilising regulatory domains.

5. Unsuitability - The Case of Single Product Providers in Low Access Markets:
 There was concern around implementation of the Suitability framework in cases where consumers 

face a single product provider. If this product is deemed not suitable for the consumer, should the 
provider not serve the consumer? –In other words, is Unsuitable access better or worse than no 
access? One suggestion was to come up with Unsuitability guidelines – a set of precise, specific 
guidelines that outline the type of consumer for whom the product in question would be unsuitable, 
and therefore no access would, in fact, be preferable to access to that product. Participants felt 
that this would at least enable providers stand by the principle of ‘do no harm’. This framework will 
automatically force a bias in favour of distributors who can offer multiple products. Over time, it is 
possible to argue that the Suitability equilibrium will shift from single product providers to some 
combination or integration of multiple services. 
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1. Implementing Suitability – The process
l What are the firm-level requirements that need to be met to sufficiently demonstrate and prove 

that the Suitability obligation has been met?
- What are the elements of a firm-level board-approved Suitability policy that spans across 

verticals so that a client who interacts with different parts of the firm, is not served advice, 
products or services which when viewed in isolation may be suitable, but when viewed in its 
entirety, becomes unsuitable?

- What are the firm-level micro-prudential and other financial requirements? 
- What are the firm-level disclosure, monitoring, compliance and risk management requirements? 
- What are the minimum requirements for investments in technology and development of human 

resources?
- What must a system for training and registration of employees and agents encompass?
- What are the characteristics of strong internal and external dispute resolution mechanisms? 

l How can the Suitability requirement be met in low-access environments where the whole suite of 
financial products and services is unavailable and when most financial services providers are 
single-product purveyors?

2. Legal implications of Suitability
l If Suitability is made a right, what can consumers demand under this?
l How are we to judge Suitability and measure the value of damages caused due to negligence by the 

provider?
l There would be a need for a system of quasi-judicial bodies to remedy grievances with defined 

turn-around times, and such bodies should have active feedback loops that report back to the 
regulator for ‘real-time’ improvement in business processes of providers under question. What 
should the design of such a system look like?

l How can civil society be mobilised to represent consumers who have not been able to get adequate 
redressal? Are there principles for creation of such forums on issues such as funding and conflicts of 
interest elimination?

3. Cost of implementing Suitability – regulatory and institutional costs
l What is the impact of the Suitability regime on existing and traditional business models?
l What skills and competencies would the regulator need to invest in?
l What is the appropriate regulatory institutional design needed to implement Suitability? What are 

the implications of making existing prudential regulators responsible for supervision of Suitability 
against the implications of establishing a new and independent regulator with the single mandate of 
consumer protection?

l What can be an appropriate framework for independent third parties such as market aggregators 
and analysts, in order for them to parse through transaction data of providers to arrive at 
comprehensible reports for consumers?

l Would Suitability deliver better products if the focus of providers is forced to shift from 
comprehensiveness to comprehensibility for the consumer?

l What would FSDC’s role be in the Suitability paradigm?
l What are the possible political costs for the regulator in the event of failure of products that 

passed the Suitability test in the market?

4. Consumer reactions to Suitability
l What are consumer perceptions of Suitability in an experimental scenario, and how are they able to 

adopt the process over time?

5. Experiences of Australia and South Africa
l How do providers in low-access environments meet the Suitability criterion without compromising 

on their profitability?
l What are the relevant lessons from the experiences of Australia, UK and South Africa, that India 

must India be cognisant of in implementing Suitability?



Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.

Dr. Ajay Tannirkulam
Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
distressed financial institutions. He is deeply interested in financial system and regulatory design, having 
been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.

Mr. Easwara Narayanan M
Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
for Underwriting (non-health), Product Development, Reinsurance, Claims (non-health), Operations, 
Learning and Development, Rural Insurance, Customer Service and Contact centre, Direct Sales, Web 
sales and Process Improvement at Future Generali India Insurance Co. Ltd. He earlier worked with Bajaj 
Allianz Life Insurance Co. Ltd. where he was working as the President (Operations and Customer Service). 

Mr. Gaurav Kumar 
Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
and development of new channels for financial products. He holds a degree in Geoinformatics from 
University of Delhi, and an MBA from Institute of Rural Management, Anand (IRMA).

Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
and health. At IFMR Trust, Jayshree has also been closely involved with advocacy for financial inclusion 
and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
from Wilson College, Mumbai University. She also has a PGDBM from Management Development Institute 
(MDI), Gurgaon.

Mr. Kalambur K Srinivasan
Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
2010 as whole-time member (of Board) responsible for IRDA’s verticals in non-life insurance & 
reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
from January to June 2012. He has served on technical bodies of prestigious international organisations 
like the International Association of Insurance supervisors (IAIS), Basel and the International Union of 
Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
of India and holds other qualifications/accreditations from institutions in India and abroad.

Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
finance considerations are integrated in investor processes. From 1998 to 2006 she directed the 
Microenterprise Development office at the U.S. Agency for International Development, leading support 
to USAID overseas programs that invest over $200 million annually in more than 70 countries. She is a 
development economist, with a Master’s degree from Princeton University.

Dr. Kshama Fernandes
Dr. Fernandes is the CEO of IFMR Capital. Prior to this, she was the head of the Risk Management team at 
IFMR Capital. She has extensive experience in the capital markets space, and has been previously 
involved in financial advisory, consulting and academia. Prior to joining IFMR Capital, she was a Professor 
and Head of Finance at the Goa Institute of Management. She has worked on consulting assignments for 
the World Bank, the Chicago Mercantile Exchange, the Government of India (Ministry of Finance), and 
NSE.IT, and was a core committee member of the Percy Mistry Committee on ‘Making Mumbai an 
International Financial Centre’. She has also developed the SEBI mandated certification programme for 
derivatives for the National Stock Exchange and NCDEX. Dr. Fernandes holds a Ph.D. in Finance, an MBA, 
an FRM certification from GARP and an undergraduate degree in Mathematics.

Mr. M.V. Subramanian
Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
Agricultural and Priority Sector portfolio of the Bank and also drives the Financial Inclusion initiatives of 
the Bank. Prior to this, he was heading the Business Banking portfolio of Axis Bank.  He was the Executive 
Trustee and CEO of Axis Bank Foundation, a public trust set up in 2006 by Axis Bank to carry out their CSR 
activities. Prior to this assignment, he had two assignments in Axis Bank as Head of Relationship team and 
Head of Risk. He has also worked with Standard Chartered Bank (SCB) in their Corporate Banking Division 
and successfully performed relationship assignments in various metro branches.

Ms. Monika Halan
Ms. Halan is the Editor of Mint Money at HT Media. Monika Halan works in the area of financial literacy 
and financial intermediation policy and is a certified financial planner. Formerly, she was the Editor of 
Outlook Money Consulting Editor of Indian Express and expert planner on the show “Show me the 
Money” on NDTV Profit. Ms. Halan has a Bachelor’s Degree in Economics from Shri Ram College of 
Commerce, Master’s in Economics from the Delhi School of Economics and a Master‘s in Journalism 
Studies in the College of Cardiff, University of Wales, UK.

Dr. Nachiket Mor
Dr. Nachiket Mor is the Chairman of the Boards of Sughavazhvu Health Care and CARE India. He is 
currently also an independent member of a few other Boards, including CRISIL, the IKP Centre for 
Technologies in Public Health, and the Institute for Financial Management and Research (IFMR). He has 
worked with ICICI from 1987 to 2007 in a variety of jobs, including, Corporate Planning, Project Finance, 
Rural Finance and Treasury and was a member of its Board of Directors from 2001 to 2007. From October 
2007 to August 2010, he assisted ICICI in setting up a philanthropic foundation, the ICICI Foundation for 
Inclusive Growth and served as its founding President. Nachiket Mor is a Yale World Fellow, has a Ph.D. in 
Economics from the University of Pennsylvania with a specialisation in Finance from the Wharton School, 
an MBA from the Indian Institute of Management, Ahmedabad, and an undergraduate degree in Physics 
from Mumbai University.

Mr. Puneet Gupta
Mr. Gupta is the CEO of IFMR Rural Finance. Prior to this, he served as the CEO of IFMR Mezzanine Finance 
Pvt. Ltd. Mr. Gupta has been with the IFMR Trust since October 2007, prior to which he worked at the 
ICICI Bank for a period of 6 years in the areas of education, microfinance and rural finance. He was 
responsible for identification and development of new channels and products for delivering 
microfinance and financial services to rural households. He was also involved in developing models for 
attracting private equity investment in the microfinance sector. He is a commerce graduate with a 
Master’s degree from the Institute of Rural Management, Anand.

Dr. Renuka Sane 
Dr. Sane is a Research Economist at the Indira Gandhi Institute for Development Research (IGIDR). Her 
research interests include household finance, pensions, microfinance, firm financing and public policy. She 
holds a Bachelor’s Degree in Statistics from St. Xavier’s College, Mumbai, Master‘s Degree in Economics 
from University of Mumbai and a Ph.D. in Economics from University of New South Wales, Australia.

Mr. S. G. Anil Kumar
Mr. Anil is the CEO of IFMR Rural Channels and Services where he spearheads the establishment of a 
nationwide network of region-focussed financial institutions called Kshetriya Gramin Financial Services 
(KGFS). He has been in the rural banking and microfinance space since 2005, when he served as the head 
of the Micro Finance Institution Development Team at ICICI Bank which was behind the creation of a 
footprint of over 200 MFIs across the country for ICICI Bank. Mr. Anil holds a Master’s degree in 
management from the Asian Institute of Management, Manila, and a Bachelor’s degree from Osmania 
University, Hyderabad.

Dr. Sankar De
Dr. De is the Clinical Professor and the Executive Director of the Centre for Analytical Finance at the 
Indian School of Business (ISB), Hyderabad. He teaches Advance Corporate Finance at the Institute. Prior 
to this, he was Executive Director of the Centre for Professional Development in Finance (CPDF) at 
University of California, Berkeley, teaching graduate programs at the Haas School of Business. He 
completed his Ph. D from the same institute, after his MBA at the Indian Institute of Management, 
Calcutta. Dr. De has also advised several major corporations and government agencies, including the 
Securities and Exchange Board of India (SEBI).

Ms. Sucharita Mukherjee
Ms. Mukherjee is a Director on the board of IFMR Capital. She previously served as the CEO of IFMR 
Capital. She led the origination and structuring effort in credit derivatives and structured finance for 
corporates at Morgan Stanley in London before she joined IFMR Trust. Her work included developing 
innovative asset-backed financing structures in such areas as intellectual property and health-care 
receivables. She was also part of the credit derivatives team at Deutsche Bank in London, structuring 
credit-derivatives-linked repackaged investments for financial institutions. Sucharita holds an MBA from 
the Indian Institute of Management, Ahmedabad.

Dr. Susan Thomas
Dr. Thomas is currently a faculty member at the Indira Gandhi Institute for Development Research (IGIDR). 
She has also served as a member/chair of various committees constituted by the Securities and Exchange 
Board of India (SEBI), the Reserve Bank of India (RBI) and the National Stock Exchange (NSE) on secondary 
markets, government securities and foreign exchange to name a few. She completed her graduate studies 
in engineering from the Indian Institute of Technology (IIT), Bombay, and her Ph. D in Econometrics from 
University of Southern California, Los Angeles.

Dr. T. Sabri Öncü
Dr. T. Sabri Öncü is the Head of Research at the Centre for Advanced Financial Research and Learning 
(CAFRAL), Mumbai, India. He holds a BS and an MS in Mechanical Engineering and a BS in Mathematics from 
Boğaziçi University, an MS and a PhD in Applied Mathematics from the University of Alberta, and an MA 
in Business Research from Stanford University. He had been a Research Fellow at the University of 
California, Berkeley, Mathematics Department from 1993 to 1994, where he took an interest in financial 
economics. He then had worked at various financial institutions in the US as a “quant” from 1994 to 2006. 
He had served as a Visiting Assistant Professor of Finance at the New York University Stern School of 
Business from 2007 to 2010 and, prior to joining CAFRAL, been an Assistant Professor of International 
Finance at Kadir Has University in Istanbul from 2010 to 2011. Dr. Öncü specialises in financial economics, 
financial econometrics, asset pricing and empirical industrial organisation. He has many scientific 
publications in respected international journals and is a contributor to the book recently published by 
NYU, Stern,  titled “Regulating Wall Street”.

Ms. Veena Mankar
Ms. Mankar is the Managing Director of Swadhaar FinServe Pvt Ltd. Ms. Mankar has over 30 years of 
experience in development and commercial banking, having started her career with the erstwhile 
finance institution, ICICI Ltd. (now ICICI Bank Ltd.). She has served as an independent consultant to a 
number of international banks and was the India country representative of WestLB Group, a European 
commercial bank. In addition, Ms. Mankar was the founding Managing Director of a Non-Banking Finance 
Company offering factoring, which established itself as India’s largest independent factoring company in 
just three years under her leadership. Ms. Mankar continues to be a consultant to the Malta-based 
FIMBank and serves as a Director on the boards of three of FIMBank’s factoring joint ventures, based in 
India, Dubai and Egypt respectively. Ms. Mankar earned a Bachelor’s degree in economics from Lady Shri 
Ram College in Delhi and an MBA from the Indian Institute of Management, Ahmedabad.

Mr. Vimal Balasubramaniam
Vimal Balasubramaniam is pursuing his Ph.D in Financial Economics at the Saϊd Business School, University 
of Oxford. He was a member of the Macro/Finance Team at the National Institute of Public Finance and 
Policy (NIPFP), New Delhi where he worked with questions relevant to the macroeconomy and financial 
sector in India. He holds a Bachelors’ degree in Economics from University of Madras, and a Master’s in 
Public Policy from the National University of Singapore. His research interests include international 
finance, asset pricing, household finance and macro-financial policy.

Mr. Vineet Sukumar
Mr. Sukumar is the Head of Origination and Treasury, IFMR Capital. Vineet has 7 years of experience in 
strategy, corporate finance and investment banking roles in large corporates and in the financial services 
industry. Prior to IFMR Capital, he worked with Standard Chartered, managing the bank’s largest 
corporate relationship. Vineet has also worked with the Tata Group in leadership roles across diverse 
industries. Vineet graduated from IIT Kharagpur and completed his MBA from IIM Bangalore.
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Session on Disclosure
1. Disclosure must be at the core of India’s consumer 

protection framework – all other aspects must be 
built around the foundation of disclosure

2. Disclosures are important, but these will be useful 
only in addition to other approaches

3. Disclosure cannot be the basis for a consumer 
protection framework – core products’ terms and 
conditions in smart formats are useful, but the 
foundation of a consumer protection framework 
must be around other approaches

4. Disclosures are not useful and provide a false sense 
of enabling better decision making by consumers

5. I don’t know

Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.

Dr. Ajay Tannirkulam
Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
distressed financial institutions. He is deeply interested in financial system and regulatory design, having 
been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.

Mr. Easwara Narayanan M
Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
for Underwriting (non-health), Product Development, Reinsurance, Claims (non-health), Operations, 
Learning and Development, Rural Insurance, Customer Service and Contact centre, Direct Sales, Web 
sales and Process Improvement at Future Generali India Insurance Co. Ltd. He earlier worked with Bajaj 
Allianz Life Insurance Co. Ltd. where he was working as the President (Operations and Customer Service). 

Mr. Gaurav Kumar 
Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
and development of new channels for financial products. He holds a degree in Geoinformatics from 
University of Delhi, and an MBA from Institute of Rural Management, Anand (IRMA).

Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
and health. At IFMR Trust, Jayshree has also been closely involved with advocacy for financial inclusion 
and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
from Wilson College, Mumbai University. She also has a PGDBM from Management Development Institute 
(MDI), Gurgaon.

Mr. Kalambur K Srinivasan
Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
2010 as whole-time member (of Board) responsible for IRDA’s verticals in non-life insurance & 
reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
from January to June 2012. He has served on technical bodies of prestigious international organisations 
like the International Association of Insurance supervisors (IAIS), Basel and the International Union of 
Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
of India and holds other qualifications/accreditations from institutions in India and abroad.

Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
finance considerations are integrated in investor processes. From 1998 to 2006 she directed the 
Microenterprise Development office at the U.S. Agency for International Development, leading support 
to USAID overseas programs that invest over $200 million annually in more than 70 countries. She is a 
development economist, with a Master’s degree from Princeton University.

Dr. Kshama Fernandes
Dr. Fernandes is the CEO of IFMR Capital. Prior to this, she was the head of the Risk Management team at 
IFMR Capital. She has extensive experience in the capital markets space, and has been previously 
involved in financial advisory, consulting and academia. Prior to joining IFMR Capital, she was a Professor 
and Head of Finance at the Goa Institute of Management. She has worked on consulting assignments for 
the World Bank, the Chicago Mercantile Exchange, the Government of India (Ministry of Finance), and 
NSE.IT, and was a core committee member of the Percy Mistry Committee on ‘Making Mumbai an 
International Financial Centre’. She has also developed the SEBI mandated certification programme for 
derivatives for the National Stock Exchange and NCDEX. Dr. Fernandes holds a Ph.D. in Finance, an MBA, 
an FRM certification from GARP and an undergraduate degree in Mathematics.

Mr. M.V. Subramanian
Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
Agricultural and Priority Sector portfolio of the Bank and also drives the Financial Inclusion initiatives of 
the Bank. Prior to this, he was heading the Business Banking portfolio of Axis Bank.  He was the Executive 
Trustee and CEO of Axis Bank Foundation, a public trust set up in 2006 by Axis Bank to carry out their CSR 
activities. Prior to this assignment, he had two assignments in Axis Bank as Head of Relationship team and 
Head of Risk. He has also worked with Standard Chartered Bank (SCB) in their Corporate Banking Division 
and successfully performed relationship assignments in various metro branches.

Ms. Monika Halan
Ms. Halan is the Editor of Mint Money at HT Media. Monika Halan works in the area of financial literacy 
and financial intermediation policy and is a certified financial planner. Formerly, she was the Editor of 
Outlook Money Consulting Editor of Indian Express and expert planner on the show “Show me the 
Money” on NDTV Profit. Ms. Halan has a Bachelor’s Degree in Economics from Shri Ram College of 
Commerce, Master’s in Economics from the Delhi School of Economics and a Master‘s in Journalism 
Studies in the College of Cardiff, University of Wales, UK.

Dr. Nachiket Mor
Dr. Nachiket Mor is the Chairman of the Boards of Sughavazhvu Health Care and CARE India. He is 
currently also an independent member of a few other Boards, including CRISIL, the IKP Centre for 
Technologies in Public Health, and the Institute for Financial Management and Research (IFMR). He has 
worked with ICICI from 1987 to 2007 in a variety of jobs, including, Corporate Planning, Project Finance, 
Rural Finance and Treasury and was a member of its Board of Directors from 2001 to 2007. From October 
2007 to August 2010, he assisted ICICI in setting up a philanthropic foundation, the ICICI Foundation for 
Inclusive Growth and served as its founding President. Nachiket Mor is a Yale World Fellow, has a Ph.D. in 
Economics from the University of Pennsylvania with a specialisation in Finance from the Wharton School, 
an MBA from the Indian Institute of Management, Ahmedabad, and an undergraduate degree in Physics 
from Mumbai University.

Mr. Puneet Gupta
Mr. Gupta is the CEO of IFMR Rural Finance. Prior to this, he served as the CEO of IFMR Mezzanine Finance 
Pvt. Ltd. Mr. Gupta has been with the IFMR Trust since October 2007, prior to which he worked at the 
ICICI Bank for a period of 6 years in the areas of education, microfinance and rural finance. He was 
responsible for identification and development of new channels and products for delivering 
microfinance and financial services to rural households. He was also involved in developing models for 
attracting private equity investment in the microfinance sector. He is a commerce graduate with a 
Master’s degree from the Institute of Rural Management, Anand.

Dr. Renuka Sane 
Dr. Sane is a Research Economist at the Indira Gandhi Institute for Development Research (IGIDR). Her 
research interests include household finance, pensions, microfinance, firm financing and public policy. She 
holds a Bachelor’s Degree in Statistics from St. Xavier’s College, Mumbai, Master‘s Degree in Economics 
from University of Mumbai and a Ph.D. in Economics from University of New South Wales, Australia.

Mr. S. G. Anil Kumar
Mr. Anil is the CEO of IFMR Rural Channels and Services where he spearheads the establishment of a 
nationwide network of region-focussed financial institutions called Kshetriya Gramin Financial Services 
(KGFS). He has been in the rural banking and microfinance space since 2005, when he served as the head 
of the Micro Finance Institution Development Team at ICICI Bank which was behind the creation of a 
footprint of over 200 MFIs across the country for ICICI Bank. Mr. Anil holds a Master’s degree in 
management from the Asian Institute of Management, Manila, and a Bachelor’s degree from Osmania 
University, Hyderabad.

Dr. Sankar De
Dr. De is the Clinical Professor and the Executive Director of the Centre for Analytical Finance at the 
Indian School of Business (ISB), Hyderabad. He teaches Advance Corporate Finance at the Institute. Prior 
to this, he was Executive Director of the Centre for Professional Development in Finance (CPDF) at 
University of California, Berkeley, teaching graduate programs at the Haas School of Business. He 
completed his Ph. D from the same institute, after his MBA at the Indian Institute of Management, 
Calcutta. Dr. De has also advised several major corporations and government agencies, including the 
Securities and Exchange Board of India (SEBI).

Ms. Sucharita Mukherjee
Ms. Mukherjee is a Director on the board of IFMR Capital. She previously served as the CEO of IFMR 
Capital. She led the origination and structuring effort in credit derivatives and structured finance for 
corporates at Morgan Stanley in London before she joined IFMR Trust. Her work included developing 
innovative asset-backed financing structures in such areas as intellectual property and health-care 
receivables. She was also part of the credit derivatives team at Deutsche Bank in London, structuring 
credit-derivatives-linked repackaged investments for financial institutions. Sucharita holds an MBA from 
the Indian Institute of Management, Ahmedabad.

Dr. Susan Thomas
Dr. Thomas is currently a faculty member at the Indira Gandhi Institute for Development Research (IGIDR). 
She has also served as a member/chair of various committees constituted by the Securities and Exchange 
Board of India (SEBI), the Reserve Bank of India (RBI) and the National Stock Exchange (NSE) on secondary 
markets, government securities and foreign exchange to name a few. She completed her graduate studies 
in engineering from the Indian Institute of Technology (IIT), Bombay, and her Ph. D in Econometrics from 
University of Southern California, Los Angeles.

Dr. T. Sabri Öncü
Dr. T. Sabri Öncü is the Head of Research at the Centre for Advanced Financial Research and Learning 
(CAFRAL), Mumbai, India. He holds a BS and an MS in Mechanical Engineering and a BS in Mathematics from 
Boğaziçi University, an MS and a PhD in Applied Mathematics from the University of Alberta, and an MA 
in Business Research from Stanford University. He had been a Research Fellow at the University of 
California, Berkeley, Mathematics Department from 1993 to 1994, where he took an interest in financial 
economics. He then had worked at various financial institutions in the US as a “quant” from 1994 to 2006. 
He had served as a Visiting Assistant Professor of Finance at the New York University Stern School of 
Business from 2007 to 2010 and, prior to joining CAFRAL, been an Assistant Professor of International 
Finance at Kadir Has University in Istanbul from 2010 to 2011. Dr. Öncü specialises in financial economics, 
financial econometrics, asset pricing and empirical industrial organisation. He has many scientific 
publications in respected international journals and is a contributor to the book recently published by 
NYU, Stern,  titled “Regulating Wall Street”.

Ms. Veena Mankar
Ms. Mankar is the Managing Director of Swadhaar FinServe Pvt Ltd. Ms. Mankar has over 30 years of 
experience in development and commercial banking, having started her career with the erstwhile 
finance institution, ICICI Ltd. (now ICICI Bank Ltd.). She has served as an independent consultant to a 
number of international banks and was the India country representative of WestLB Group, a European 
commercial bank. In addition, Ms. Mankar was the founding Managing Director of a Non-Banking Finance 
Company offering factoring, which established itself as India’s largest independent factoring company in 
just three years under her leadership. Ms. Mankar continues to be a consultant to the Malta-based 
FIMBank and serves as a Director on the boards of three of FIMBank’s factoring joint ventures, based in 
India, Dubai and Egypt respectively. Ms. Mankar earned a Bachelor’s degree in economics from Lady Shri 
Ram College in Delhi and an MBA from the Indian Institute of Management, Ahmedabad.

Mr. Vimal Balasubramaniam
Vimal Balasubramaniam is pursuing his Ph.D in Financial Economics at the Saϊd Business School, University 
of Oxford. He was a member of the Macro/Finance Team at the National Institute of Public Finance and 
Policy (NIPFP), New Delhi where he worked with questions relevant to the macroeconomy and financial 
sector in India. He holds a Bachelors’ degree in Economics from University of Madras, and a Master’s in 
Public Policy from the National University of Singapore. His research interests include international 
finance, asset pricing, household finance and macro-financial policy.

Mr. Vineet Sukumar
Mr. Sukumar is the Head of Origination and Treasury, IFMR Capital. Vineet has 7 years of experience in 
strategy, corporate finance and investment banking roles in large corporates and in the financial services 
industry. Prior to IFMR Capital, he worked with Standard Chartered, managing the bank’s largest 
corporate relationship. Vineet has also worked with the Tata Group in leadership roles across diverse 
industries. Vineet graduated from IIT Kharagpur and completed his MBA from IIM Bangalore.

The conference was structured as a debate between three stylised approaches to consumer protection: 
(i) Information Disclosures and Financial Literacy; (ii) Eliminating Conflicts of Interest; and (iii) Legal 
Liability on Service Providers to ensure Suitability. As part of the conference structure, for each of the 
approaches, we conducted a poll where participants were required to vote on statements that best 
described their stand on the approach in question. This poll was taken both before and after each session 
to gauge changes in the “mood of the house” on account of the session discussions and debate.  The results 
of the opinion polls are presented below:
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Session on Eliminating conflicts
of Interest
1. Eliminating Conflicts of Interest must be at the core 

of India’s consumer protection framework – all other 
aspects must be built around this foundation

2. Eliminating Conflicts of Interest is important, but it 
will be useful only in addition to other approaches

3. Eliminating Conflicts of Interest cannot be the basis 
for a consumer protection framework - in some 
contexts conflicts elimination will be useful, but the 
foundation of a consumer protection framework must 
be around other approaches

4. Eliminating Conflicts of Interest is not practical 
even in the long term, as this will make the 
manufacturer-agent model unsustainable and 
impede financial inclusion

5. I don’t know

Session on Suitability
1. Suitability must be at the core of India’s 

consumer protection framework – all other 
aspects must be built around this foundation

2. Suitability is important, but it will be useful only 
in addition to other approaches

3. Suitability cannot be the basis for a consumer 
protection framework – in some contexts 
Suitability will be useful, but the foundation of a 
consumer protection framework must be around 
other approaches

4. Requiring Suitability is not practical even in the 
long-term, as the legal and regulatory 
implementation will be impossible

5. I don’t know

 













 



 

Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.

Dr. Ajay Tannirkulam
Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
distressed financial institutions. He is deeply interested in financial system and regulatory design, having 
been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.

Mr. Easwara Narayanan M
Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
for Underwriting (non-health), Product Development, Reinsurance, Claims (non-health), Operations, 
Learning and Development, Rural Insurance, Customer Service and Contact centre, Direct Sales, Web 
sales and Process Improvement at Future Generali India Insurance Co. Ltd. He earlier worked with Bajaj 
Allianz Life Insurance Co. Ltd. where he was working as the President (Operations and Customer Service). 

Mr. Gaurav Kumar 
Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
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of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
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regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
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industry standards for improved client protection, as well as an initiative to ensure that responsible 
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Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
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Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
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wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
distressed financial institutions. He is deeply interested in financial system and regulatory design, having 
been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
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Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
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Allianz Life Insurance Co. Ltd. where he was working as the President (Operations and Customer Service). 

Mr. Gaurav Kumar 
Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
and development of new channels for financial products. He holds a degree in Geoinformatics from 
University of Delhi, and an MBA from Institute of Rural Management, Anand (IRMA).

Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
and health. At IFMR Trust, Jayshree has also been closely involved with advocacy for financial inclusion 
and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
from Wilson College, Mumbai University. She also has a PGDBM from Management Development Institute 
(MDI), Gurgaon.

Mr. Kalambur K Srinivasan
Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
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reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
from January to June 2012. He has served on technical bodies of prestigious international organisations 
like the International Association of Insurance supervisors (IAIS), Basel and the International Union of 
Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
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Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
finance considerations are integrated in investor processes. From 1998 to 2006 she directed the 
Microenterprise Development office at the U.S. Agency for International Development, leading support 
to USAID overseas programs that invest over $200 million annually in more than 70 countries. She is a 
development economist, with a Master’s degree from Princeton University.

Dr. Kshama Fernandes
Dr. Fernandes is the CEO of IFMR Capital. Prior to this, she was the head of the Risk Management team at 
IFMR Capital. She has extensive experience in the capital markets space, and has been previously 
involved in financial advisory, consulting and academia. Prior to joining IFMR Capital, she was a Professor 
and Head of Finance at the Goa Institute of Management. She has worked on consulting assignments for 
the World Bank, the Chicago Mercantile Exchange, the Government of India (Ministry of Finance), and 
NSE.IT, and was a core committee member of the Percy Mistry Committee on ‘Making Mumbai an 
International Financial Centre’. She has also developed the SEBI mandated certification programme for 
derivatives for the National Stock Exchange and NCDEX. Dr. Fernandes holds a Ph.D. in Finance, an MBA, 
an FRM certification from GARP and an undergraduate degree in Mathematics.

Mr. M.V. Subramanian
Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
Agricultural and Priority Sector portfolio of the Bank and also drives the Financial Inclusion initiatives of 
the Bank. Prior to this, he was heading the Business Banking portfolio of Axis Bank.  He was the Executive 
Trustee and CEO of Axis Bank Foundation, a public trust set up in 2006 by Axis Bank to carry out their CSR 
activities. Prior to this assignment, he had two assignments in Axis Bank as Head of Relationship team and 
Head of Risk. He has also worked with Standard Chartered Bank (SCB) in their Corporate Banking Division 
and successfully performed relationship assignments in various metro branches.

Ms. Monika Halan
Ms. Halan is the Editor of Mint Money at HT Media. Monika Halan works in the area of financial literacy 
and financial intermediation policy and is a certified financial planner. Formerly, she was the Editor of 
Outlook Money Consulting Editor of Indian Express and expert planner on the show “Show me the 
Money” on NDTV Profit. Ms. Halan has a Bachelor’s Degree in Economics from Shri Ram College of 
Commerce, Master’s in Economics from the Delhi School of Economics and a Master‘s in Journalism 
Studies in the College of Cardiff, University of Wales, UK.

Dr. Nachiket Mor
Dr. Nachiket Mor is the Chairman of the Boards of Sughavazhvu Health Care and CARE India. He is 
currently also an independent member of a few other Boards, including CRISIL, the IKP Centre for 
Technologies in Public Health, and the Institute for Financial Management and Research (IFMR). He has 
worked with ICICI from 1987 to 2007 in a variety of jobs, including, Corporate Planning, Project Finance, 
Rural Finance and Treasury and was a member of its Board of Directors from 2001 to 2007. From October 
2007 to August 2010, he assisted ICICI in setting up a philanthropic foundation, the ICICI Foundation for 
Inclusive Growth and served as its founding President. Nachiket Mor is a Yale World Fellow, has a Ph.D. in 
Economics from the University of Pennsylvania with a specialisation in Finance from the Wharton School, 
an MBA from the Indian Institute of Management, Ahmedabad, and an undergraduate degree in Physics 
from Mumbai University.

Mr. Puneet Gupta
Mr. Gupta is the CEO of IFMR Rural Finance. Prior to this, he served as the CEO of IFMR Mezzanine Finance 
Pvt. Ltd. Mr. Gupta has been with the IFMR Trust since October 2007, prior to which he worked at the 
ICICI Bank for a period of 6 years in the areas of education, microfinance and rural finance. He was 
responsible for identification and development of new channels and products for delivering 
microfinance and financial services to rural households. He was also involved in developing models for 
attracting private equity investment in the microfinance sector. He is a commerce graduate with a 
Master’s degree from the Institute of Rural Management, Anand.

Dr. Renuka Sane 
Dr. Sane is a Research Economist at the Indira Gandhi Institute for Development Research (IGIDR). Her 
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holds a Bachelor’s Degree in Statistics from St. Xavier’s College, Mumbai, Master‘s Degree in Economics 
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Mr. S. G. Anil Kumar
Mr. Anil is the CEO of IFMR Rural Channels and Services where he spearheads the establishment of a 
nationwide network of region-focussed financial institutions called Kshetriya Gramin Financial Services 
(KGFS). He has been in the rural banking and microfinance space since 2005, when he served as the head 
of the Micro Finance Institution Development Team at ICICI Bank which was behind the creation of a 
footprint of over 200 MFIs across the country for ICICI Bank. Mr. Anil holds a Master’s degree in 
management from the Asian Institute of Management, Manila, and a Bachelor’s degree from Osmania 
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Dr. Sankar De
Dr. De is the Clinical Professor and the Executive Director of the Centre for Analytical Finance at the 
Indian School of Business (ISB), Hyderabad. He teaches Advance Corporate Finance at the Institute. Prior 
to this, he was Executive Director of the Centre for Professional Development in Finance (CPDF) at 
University of California, Berkeley, teaching graduate programs at the Haas School of Business. He 
completed his Ph. D from the same institute, after his MBA at the Indian Institute of Management, 
Calcutta. Dr. De has also advised several major corporations and government agencies, including the 
Securities and Exchange Board of India (SEBI).

Ms. Sucharita Mukherjee
Ms. Mukherjee is a Director on the board of IFMR Capital. She previously served as the CEO of IFMR 
Capital. She led the origination and structuring effort in credit derivatives and structured finance for 
corporates at Morgan Stanley in London before she joined IFMR Trust. Her work included developing 
innovative asset-backed financing structures in such areas as intellectual property and health-care 
receivables. She was also part of the credit derivatives team at Deutsche Bank in London, structuring 
credit-derivatives-linked repackaged investments for financial institutions. Sucharita holds an MBA from 
the Indian Institute of Management, Ahmedabad.

Dr. Susan Thomas
Dr. Thomas is currently a faculty member at the Indira Gandhi Institute for Development Research (IGIDR). 
She has also served as a member/chair of various committees constituted by the Securities and Exchange 
Board of India (SEBI), the Reserve Bank of India (RBI) and the National Stock Exchange (NSE) on secondary 
markets, government securities and foreign exchange to name a few. She completed her graduate studies 
in engineering from the Indian Institute of Technology (IIT), Bombay, and her Ph. D in Econometrics from 
University of Southern California, Los Angeles.

Dr. T. Sabri Öncü
Dr. T. Sabri Öncü is the Head of Research at the Centre for Advanced Financial Research and Learning 
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Boğaziçi University, an MS and a PhD in Applied Mathematics from the University of Alberta, and an MA 
in Business Research from Stanford University. He had been a Research Fellow at the University of 
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NYU, Stern,  titled “Regulating Wall Street”.
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Ms. Mankar is the Managing Director of Swadhaar FinServe Pvt Ltd. Ms. Mankar has over 30 years of 
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commercial bank. In addition, Ms. Mankar was the founding Managing Director of a Non-Banking Finance 
Company offering factoring, which established itself as India’s largest independent factoring company in 
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FIMBank and serves as a Director on the boards of three of FIMBank’s factoring joint ventures, based in 
India, Dubai and Egypt respectively. Ms. Mankar earned a Bachelor’s degree in economics from Lady Shri 
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Vimal Balasubramaniam is pursuing his Ph.D in Financial Economics at the Saϊd Business School, University 
of Oxford. He was a member of the Macro/Finance Team at the National Institute of Public Finance and 
Policy (NIPFP), New Delhi where he worked with questions relevant to the macroeconomy and financial 
sector in India. He holds a Bachelors’ degree in Economics from University of Madras, and a Master’s in 
Public Policy from the National University of Singapore. His research interests include international 
finance, asset pricing, household finance and macro-financial policy.

Mr. Vineet Sukumar
Mr. Sukumar is the Head of Origination and Treasury, IFMR Capital. Vineet has 7 years of experience in 
strategy, corporate finance and investment banking roles in large corporates and in the financial services 
industry. Prior to IFMR Capital, he worked with Standard Chartered, managing the bank’s largest 
corporate relationship. Vineet has also worked with the Tata Group in leadership roles across diverse 
industries. Vineet graduated from IIT Kharagpur and completed his MBA from IIM Bangalore.
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Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.
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Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.
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Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
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structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
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India, Dubai and Egypt respectively. Ms. Mankar earned a Bachelor’s degree in economics from Lady Shri 
Ram College in Delhi and an MBA from the Indian Institute of Management, Ahmedabad.

Mr. Vimal Balasubramaniam
Vimal Balasubramaniam is pursuing his Ph.D in Financial Economics at the Saϊd Business School, University 
of Oxford. He was a member of the Macro/Finance Team at the National Institute of Public Finance and 
Policy (NIPFP), New Delhi where he worked with questions relevant to the macroeconomy and financial 
sector in India. He holds a Bachelors’ degree in Economics from University of Madras, and a Master’s in 
Public Policy from the National University of Singapore. His research interests include international 
finance, asset pricing, household finance and macro-financial policy.

Mr. Vineet Sukumar
Mr. Sukumar is the Head of Origination and Treasury, IFMR Capital. Vineet has 7 years of experience in 
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industry. Prior to IFMR Capital, he worked with Standard Chartered, managing the bank’s largest 
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Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.

Dr. Ajay Tannirkulam
Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
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career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.

Mr. Easwara Narayanan M
Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
for Underwriting (non-health), Product Development, Reinsurance, Claims (non-health), Operations, 
Learning and Development, Rural Insurance, Customer Service and Contact centre, Direct Sales, Web 
sales and Process Improvement at Future Generali India Insurance Co. Ltd. He earlier worked with Bajaj 
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Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
and development of new channels for financial products. He holds a degree in Geoinformatics from 
University of Delhi, and an MBA from Institute of Rural Management, Anand (IRMA).

Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
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and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
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(MDI), Gurgaon.
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Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
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reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
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Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
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Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
finance considerations are integrated in investor processes. From 1998 to 2006 she directed the 
Microenterprise Development office at the U.S. Agency for International Development, leading support 
to USAID overseas programs that invest over $200 million annually in more than 70 countries. She is a 
development economist, with a Master’s degree from Princeton University.

Dr. Kshama Fernandes
Dr. Fernandes is the CEO of IFMR Capital. Prior to this, she was the head of the Risk Management team at 
IFMR Capital. She has extensive experience in the capital markets space, and has been previously 
involved in financial advisory, consulting and academia. Prior to joining IFMR Capital, she was a Professor 
and Head of Finance at the Goa Institute of Management. She has worked on consulting assignments for 
the World Bank, the Chicago Mercantile Exchange, the Government of India (Ministry of Finance), and 
NSE.IT, and was a core committee member of the Percy Mistry Committee on ‘Making Mumbai an 
International Financial Centre’. She has also developed the SEBI mandated certification programme for 
derivatives for the National Stock Exchange and NCDEX. Dr. Fernandes holds a Ph.D. in Finance, an MBA, 
an FRM certification from GARP and an undergraduate degree in Mathematics.

Mr. M.V. Subramanian
Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
Agricultural and Priority Sector portfolio of the Bank and also drives the Financial Inclusion initiatives of 
the Bank. Prior to this, he was heading the Business Banking portfolio of Axis Bank.  He was the Executive 
Trustee and CEO of Axis Bank Foundation, a public trust set up in 2006 by Axis Bank to carry out their CSR 
activities. Prior to this assignment, he had two assignments in Axis Bank as Head of Relationship team and 
Head of Risk. He has also worked with Standard Chartered Bank (SCB) in their Corporate Banking Division 
and successfully performed relationship assignments in various metro branches.

Ms. Monika Halan
Ms. Halan is the Editor of Mint Money at HT Media. Monika Halan works in the area of financial literacy 
and financial intermediation policy and is a certified financial planner. Formerly, she was the Editor of 
Outlook Money Consulting Editor of Indian Express and expert planner on the show “Show me the 
Money” on NDTV Profit. Ms. Halan has a Bachelor’s Degree in Economics from Shri Ram College of 
Commerce, Master’s in Economics from the Delhi School of Economics and a Master‘s in Journalism 
Studies in the College of Cardiff, University of Wales, UK.

Dr. Nachiket Mor
Dr. Nachiket Mor is the Chairman of the Boards of Sughavazhvu Health Care and CARE India. He is 
currently also an independent member of a few other Boards, including CRISIL, the IKP Centre for 
Technologies in Public Health, and the Institute for Financial Management and Research (IFMR). He has 
worked with ICICI from 1987 to 2007 in a variety of jobs, including, Corporate Planning, Project Finance, 
Rural Finance and Treasury and was a member of its Board of Directors from 2001 to 2007. From October 
2007 to August 2010, he assisted ICICI in setting up a philanthropic foundation, the ICICI Foundation for 
Inclusive Growth and served as its founding President. Nachiket Mor is a Yale World Fellow, has a Ph.D. in 
Economics from the University of Pennsylvania with a specialisation in Finance from the Wharton School, 
an MBA from the Indian Institute of Management, Ahmedabad, and an undergraduate degree in Physics 
from Mumbai University.

Mr. Puneet Gupta
Mr. Gupta is the CEO of IFMR Rural Finance. Prior to this, he served as the CEO of IFMR Mezzanine Finance 
Pvt. Ltd. Mr. Gupta has been with the IFMR Trust since October 2007, prior to which he worked at the 
ICICI Bank for a period of 6 years in the areas of education, microfinance and rural finance. He was 
responsible for identification and development of new channels and products for delivering 
microfinance and financial services to rural households. He was also involved in developing models for 
attracting private equity investment in the microfinance sector. He is a commerce graduate with a 
Master’s degree from the Institute of Rural Management, Anand.

Dr. Renuka Sane 
Dr. Sane is a Research Economist at the Indira Gandhi Institute for Development Research (IGIDR). Her 
research interests include household finance, pensions, microfinance, firm financing and public policy. She 
holds a Bachelor’s Degree in Statistics from St. Xavier’s College, Mumbai, Master‘s Degree in Economics 
from University of Mumbai and a Ph.D. in Economics from University of New South Wales, Australia.

Mr. S. G. Anil Kumar
Mr. Anil is the CEO of IFMR Rural Channels and Services where he spearheads the establishment of a 
nationwide network of region-focussed financial institutions called Kshetriya Gramin Financial Services 
(KGFS). He has been in the rural banking and microfinance space since 2005, when he served as the head 
of the Micro Finance Institution Development Team at ICICI Bank which was behind the creation of a 
footprint of over 200 MFIs across the country for ICICI Bank. Mr. Anil holds a Master’s degree in 
management from the Asian Institute of Management, Manila, and a Bachelor’s degree from Osmania 
University, Hyderabad.

Dr. Sankar De
Dr. De is the Clinical Professor and the Executive Director of the Centre for Analytical Finance at the 
Indian School of Business (ISB), Hyderabad. He teaches Advance Corporate Finance at the Institute. Prior 
to this, he was Executive Director of the Centre for Professional Development in Finance (CPDF) at 
University of California, Berkeley, teaching graduate programs at the Haas School of Business. He 
completed his Ph. D from the same institute, after his MBA at the Indian Institute of Management, 
Calcutta. Dr. De has also advised several major corporations and government agencies, including the 
Securities and Exchange Board of India (SEBI).

Ms. Sucharita Mukherjee
Ms. Mukherjee is a Director on the board of IFMR Capital. She previously served as the CEO of IFMR 
Capital. She led the origination and structuring effort in credit derivatives and structured finance for 
corporates at Morgan Stanley in London before she joined IFMR Trust. Her work included developing 
innovative asset-backed financing structures in such areas as intellectual property and health-care 
receivables. She was also part of the credit derivatives team at Deutsche Bank in London, structuring 
credit-derivatives-linked repackaged investments for financial institutions. Sucharita holds an MBA from 
the Indian Institute of Management, Ahmedabad.

Dr. Susan Thomas
Dr. Thomas is currently a faculty member at the Indira Gandhi Institute for Development Research (IGIDR). 
She has also served as a member/chair of various committees constituted by the Securities and Exchange 
Board of India (SEBI), the Reserve Bank of India (RBI) and the National Stock Exchange (NSE) on secondary 
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in engineering from the Indian Institute of Technology (IIT), Bombay, and her Ph. D in Econometrics from 
University of Southern California, Los Angeles.

Dr. T. Sabri Öncü
Dr. T. Sabri Öncü is the Head of Research at the Centre for Advanced Financial Research and Learning 
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Ms. Veena Mankar
Ms. Mankar is the Managing Director of Swadhaar FinServe Pvt Ltd. Ms. Mankar has over 30 years of 
experience in development and commercial banking, having started her career with the erstwhile 
finance institution, ICICI Ltd. (now ICICI Bank Ltd.). She has served as an independent consultant to a 
number of international banks and was the India country representative of WestLB Group, a European 
commercial bank. In addition, Ms. Mankar was the founding Managing Director of a Non-Banking Finance 
Company offering factoring, which established itself as India’s largest independent factoring company in 
just three years under her leadership. Ms. Mankar continues to be a consultant to the Malta-based 
FIMBank and serves as a Director on the boards of three of FIMBank’s factoring joint ventures, based in 
India, Dubai and Egypt respectively. Ms. Mankar earned a Bachelor’s degree in economics from Lady Shri 
Ram College in Delhi and an MBA from the Indian Institute of Management, Ahmedabad.

Mr. Vimal Balasubramaniam
Vimal Balasubramaniam is pursuing his Ph.D in Financial Economics at the Saϊd Business School, University 
of Oxford. He was a member of the Macro/Finance Team at the National Institute of Public Finance and 
Policy (NIPFP), New Delhi where he worked with questions relevant to the macroeconomy and financial 
sector in India. He holds a Bachelors’ degree in Economics from University of Madras, and a Master’s in 
Public Policy from the National University of Singapore. His research interests include international 
finance, asset pricing, household finance and macro-financial policy.

Mr. Vineet Sukumar
Mr. Sukumar is the Head of Origination and Treasury, IFMR Capital. Vineet has 7 years of experience in 
strategy, corporate finance and investment banking roles in large corporates and in the financial services 
industry. Prior to IFMR Capital, he worked with Standard Chartered, managing the bank’s largest 
corporate relationship. Vineet has also worked with the Tata Group in leadership roles across diverse 
industries. Vineet graduated from IIT Kharagpur and completed his MBA from IIM Bangalore.
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Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.

Dr. Ajay Tannirkulam
Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
distressed financial institutions. He is deeply interested in financial system and regulatory design, having 
been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.

Mr. Easwara Narayanan M
Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
for Underwriting (non-health), Product Development, Reinsurance, Claims (non-health), Operations, 
Learning and Development, Rural Insurance, Customer Service and Contact centre, Direct Sales, Web 
sales and Process Improvement at Future Generali India Insurance Co. Ltd. He earlier worked with Bajaj 
Allianz Life Insurance Co. Ltd. where he was working as the President (Operations and Customer Service). 

Mr. Gaurav Kumar 
Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
and development of new channels for financial products. He holds a degree in Geoinformatics from 
University of Delhi, and an MBA from Institute of Rural Management, Anand (IRMA).

Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
and health. At IFMR Trust, Jayshree has also been closely involved with advocacy for financial inclusion 
and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
from Wilson College, Mumbai University. She also has a PGDBM from Management Development Institute 
(MDI), Gurgaon.

Mr. Kalambur K Srinivasan
Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
2010 as whole-time member (of Board) responsible for IRDA’s verticals in non-life insurance & 
reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
from January to June 2012. He has served on technical bodies of prestigious international organisations 
like the International Association of Insurance supervisors (IAIS), Basel and the International Union of 
Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
of India and holds other qualifications/accreditations from institutions in India and abroad.

Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
finance considerations are integrated in investor processes. From 1998 to 2006 she directed the 
Microenterprise Development office at the U.S. Agency for International Development, leading support 
to USAID overseas programs that invest over $200 million annually in more than 70 countries. She is a 
development economist, with a Master’s degree from Princeton University.

Dr. Kshama Fernandes
Dr. Fernandes is the CEO of IFMR Capital. Prior to this, she was the head of the Risk Management team at 
IFMR Capital. She has extensive experience in the capital markets space, and has been previously 
involved in financial advisory, consulting and academia. Prior to joining IFMR Capital, she was a Professor 
and Head of Finance at the Goa Institute of Management. She has worked on consulting assignments for 
the World Bank, the Chicago Mercantile Exchange, the Government of India (Ministry of Finance), and 
NSE.IT, and was a core committee member of the Percy Mistry Committee on ‘Making Mumbai an 
International Financial Centre’. She has also developed the SEBI mandated certification programme for 
derivatives for the National Stock Exchange and NCDEX. Dr. Fernandes holds a Ph.D. in Finance, an MBA, 
an FRM certification from GARP and an undergraduate degree in Mathematics.

Mr. M.V. Subramanian
Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
Agricultural and Priority Sector portfolio of the Bank and also drives the Financial Inclusion initiatives of 
the Bank. Prior to this, he was heading the Business Banking portfolio of Axis Bank.  He was the Executive 
Trustee and CEO of Axis Bank Foundation, a public trust set up in 2006 by Axis Bank to carry out their CSR 
activities. Prior to this assignment, he had two assignments in Axis Bank as Head of Relationship team and 
Head of Risk. He has also worked with Standard Chartered Bank (SCB) in their Corporate Banking Division 
and successfully performed relationship assignments in various metro branches.

Ms. Monika Halan
Ms. Halan is the Editor of Mint Money at HT Media. Monika Halan works in the area of financial literacy 
and financial intermediation policy and is a certified financial planner. Formerly, she was the Editor of 
Outlook Money Consulting Editor of Indian Express and expert planner on the show “Show me the 
Money” on NDTV Profit. Ms. Halan has a Bachelor’s Degree in Economics from Shri Ram College of 
Commerce, Master’s in Economics from the Delhi School of Economics and a Master‘s in Journalism 
Studies in the College of Cardiff, University of Wales, UK.

Dr. Nachiket Mor
Dr. Nachiket Mor is the Chairman of the Boards of Sughavazhvu Health Care and CARE India. He is 
currently also an independent member of a few other Boards, including CRISIL, the IKP Centre for 
Technologies in Public Health, and the Institute for Financial Management and Research (IFMR). He has 
worked with ICICI from 1987 to 2007 in a variety of jobs, including, Corporate Planning, Project Finance, 
Rural Finance and Treasury and was a member of its Board of Directors from 2001 to 2007. From October 
2007 to August 2010, he assisted ICICI in setting up a philanthropic foundation, the ICICI Foundation for 
Inclusive Growth and served as its founding President. Nachiket Mor is a Yale World Fellow, has a Ph.D. in 
Economics from the University of Pennsylvania with a specialisation in Finance from the Wharton School, 
an MBA from the Indian Institute of Management, Ahmedabad, and an undergraduate degree in Physics 
from Mumbai University.

Mr. Puneet Gupta
Mr. Gupta is the CEO of IFMR Rural Finance. Prior to this, he served as the CEO of IFMR Mezzanine Finance 
Pvt. Ltd. Mr. Gupta has been with the IFMR Trust since October 2007, prior to which he worked at the 
ICICI Bank for a period of 6 years in the areas of education, microfinance and rural finance. He was 
responsible for identification and development of new channels and products for delivering 
microfinance and financial services to rural households. He was also involved in developing models for 
attracting private equity investment in the microfinance sector. He is a commerce graduate with a 
Master’s degree from the Institute of Rural Management, Anand.

Dr. Renuka Sane 
Dr. Sane is a Research Economist at the Indira Gandhi Institute for Development Research (IGIDR). Her 
research interests include household finance, pensions, microfinance, firm financing and public policy. She 
holds a Bachelor’s Degree in Statistics from St. Xavier’s College, Mumbai, Master‘s Degree in Economics 
from University of Mumbai and a Ph.D. in Economics from University of New South Wales, Australia.

Mr. S. G. Anil Kumar
Mr. Anil is the CEO of IFMR Rural Channels and Services where he spearheads the establishment of a 
nationwide network of region-focussed financial institutions called Kshetriya Gramin Financial Services 
(KGFS). He has been in the rural banking and microfinance space since 2005, when he served as the head 
of the Micro Finance Institution Development Team at ICICI Bank which was behind the creation of a 
footprint of over 200 MFIs across the country for ICICI Bank. Mr. Anil holds a Master’s degree in 
management from the Asian Institute of Management, Manila, and a Bachelor’s degree from Osmania 
University, Hyderabad.

Dr. Sankar De
Dr. De is the Clinical Professor and the Executive Director of the Centre for Analytical Finance at the 
Indian School of Business (ISB), Hyderabad. He teaches Advance Corporate Finance at the Institute. Prior 
to this, he was Executive Director of the Centre for Professional Development in Finance (CPDF) at 
University of California, Berkeley, teaching graduate programs at the Haas School of Business. He 
completed his Ph. D from the same institute, after his MBA at the Indian Institute of Management, 
Calcutta. Dr. De has also advised several major corporations and government agencies, including the 
Securities and Exchange Board of India (SEBI).

Ms. Sucharita Mukherjee
Ms. Mukherjee is a Director on the board of IFMR Capital. She previously served as the CEO of IFMR 
Capital. She led the origination and structuring effort in credit derivatives and structured finance for 
corporates at Morgan Stanley in London before she joined IFMR Trust. Her work included developing 
innovative asset-backed financing structures in such areas as intellectual property and health-care 
receivables. She was also part of the credit derivatives team at Deutsche Bank in London, structuring 
credit-derivatives-linked repackaged investments for financial institutions. Sucharita holds an MBA from 
the Indian Institute of Management, Ahmedabad.

Dr. Susan Thomas
Dr. Thomas is currently a faculty member at the Indira Gandhi Institute for Development Research (IGIDR). 
She has also served as a member/chair of various committees constituted by the Securities and Exchange 
Board of India (SEBI), the Reserve Bank of India (RBI) and the National Stock Exchange (NSE) on secondary 
markets, government securities and foreign exchange to name a few. She completed her graduate studies 
in engineering from the Indian Institute of Technology (IIT), Bombay, and her Ph. D in Econometrics from 
University of Southern California, Los Angeles.

Dr. T. Sabri Öncü
Dr. T. Sabri Öncü is the Head of Research at the Centre for Advanced Financial Research and Learning 
(CAFRAL), Mumbai, India. He holds a BS and an MS in Mechanical Engineering and a BS in Mathematics from 
Boğaziçi University, an MS and a PhD in Applied Mathematics from the University of Alberta, and an MA 
in Business Research from Stanford University. He had been a Research Fellow at the University of 
California, Berkeley, Mathematics Department from 1993 to 1994, where he took an interest in financial 
economics. He then had worked at various financial institutions in the US as a “quant” from 1994 to 2006. 
He had served as a Visiting Assistant Professor of Finance at the New York University Stern School of 
Business from 2007 to 2010 and, prior to joining CAFRAL, been an Assistant Professor of International 
Finance at Kadir Has University in Istanbul from 2010 to 2011. Dr. Öncü specialises in financial economics, 
financial econometrics, asset pricing and empirical industrial organisation. He has many scientific 
publications in respected international journals and is a contributor to the book recently published by 
NYU, Stern,  titled “Regulating Wall Street”.

Ms. Veena Mankar
Ms. Mankar is the Managing Director of Swadhaar FinServe Pvt Ltd. Ms. Mankar has over 30 years of 
experience in development and commercial banking, having started her career with the erstwhile 
finance institution, ICICI Ltd. (now ICICI Bank Ltd.). She has served as an independent consultant to a 
number of international banks and was the India country representative of WestLB Group, a European 
commercial bank. In addition, Ms. Mankar was the founding Managing Director of a Non-Banking Finance 
Company offering factoring, which established itself as India’s largest independent factoring company in 
just three years under her leadership. Ms. Mankar continues to be a consultant to the Malta-based 
FIMBank and serves as a Director on the boards of three of FIMBank’s factoring joint ventures, based in 
India, Dubai and Egypt respectively. Ms. Mankar earned a Bachelor’s degree in economics from Lady Shri 
Ram College in Delhi and an MBA from the Indian Institute of Management, Ahmedabad.

Mr. Vimal Balasubramaniam
Vimal Balasubramaniam is pursuing his Ph.D in Financial Economics at the Saϊd Business School, University 
of Oxford. He was a member of the Macro/Finance Team at the National Institute of Public Finance and 
Policy (NIPFP), New Delhi where he worked with questions relevant to the macroeconomy and financial 
sector in India. He holds a Bachelors’ degree in Economics from University of Madras, and a Master’s in 
Public Policy from the National University of Singapore. His research interests include international 
finance, asset pricing, household finance and macro-financial policy.

Mr. Vineet Sukumar
Mr. Sukumar is the Head of Origination and Treasury, IFMR Capital. Vineet has 7 years of experience in 
strategy, corporate finance and investment banking roles in large corporates and in the financial services 
industry. Prior to IFMR Capital, he worked with Standard Chartered, managing the bank’s largest 
corporate relationship. Vineet has also worked with the Tata Group in leadership roles across diverse 
industries. Vineet graduated from IIT Kharagpur and completed his MBA from IIM Bangalore.
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Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.

Dr. Ajay Tannirkulam
Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
distressed financial institutions. He is deeply interested in financial system and regulatory design, having 
been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.

Mr. Easwara Narayanan M
Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
for Underwriting (non-health), Product Development, Reinsurance, Claims (non-health), Operations, 
Learning and Development, Rural Insurance, Customer Service and Contact centre, Direct Sales, Web 
sales and Process Improvement at Future Generali India Insurance Co. Ltd. He earlier worked with Bajaj 
Allianz Life Insurance Co. Ltd. where he was working as the President (Operations and Customer Service). 

Mr. Gaurav Kumar 
Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
and development of new channels for financial products. He holds a degree in Geoinformatics from 
University of Delhi, and an MBA from Institute of Rural Management, Anand (IRMA).

Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
and health. At IFMR Trust, Jayshree has also been closely involved with advocacy for financial inclusion 
and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
from Wilson College, Mumbai University. She also has a PGDBM from Management Development Institute 
(MDI), Gurgaon.

Mr. Kalambur K Srinivasan
Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
2010 as whole-time member (of Board) responsible for IRDA’s verticals in non-life insurance & 
reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
from January to June 2012. He has served on technical bodies of prestigious international organisations 
like the International Association of Insurance supervisors (IAIS), Basel and the International Union of 
Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
of India and holds other qualifications/accreditations from institutions in India and abroad.

Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
finance considerations are integrated in investor processes. From 1998 to 2006 she directed the 
Microenterprise Development office at the U.S. Agency for International Development, leading support 
to USAID overseas programs that invest over $200 million annually in more than 70 countries. She is a 
development economist, with a Master’s degree from Princeton University.

Dr. Kshama Fernandes
Dr. Fernandes is the CEO of IFMR Capital. Prior to this, she was the head of the Risk Management team at 
IFMR Capital. She has extensive experience in the capital markets space, and has been previously 
involved in financial advisory, consulting and academia. Prior to joining IFMR Capital, she was a Professor 
and Head of Finance at the Goa Institute of Management. She has worked on consulting assignments for 
the World Bank, the Chicago Mercantile Exchange, the Government of India (Ministry of Finance), and 
NSE.IT, and was a core committee member of the Percy Mistry Committee on ‘Making Mumbai an 
International Financial Centre’. She has also developed the SEBI mandated certification programme for 
derivatives for the National Stock Exchange and NCDEX. Dr. Fernandes holds a Ph.D. in Finance, an MBA, 
an FRM certification from GARP and an undergraduate degree in Mathematics.

Mr. M.V. Subramanian
Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
Agricultural and Priority Sector portfolio of the Bank and also drives the Financial Inclusion initiatives of 
the Bank. Prior to this, he was heading the Business Banking portfolio of Axis Bank.  He was the Executive 
Trustee and CEO of Axis Bank Foundation, a public trust set up in 2006 by Axis Bank to carry out their CSR 
activities. Prior to this assignment, he had two assignments in Axis Bank as Head of Relationship team and 
Head of Risk. He has also worked with Standard Chartered Bank (SCB) in their Corporate Banking Division 
and successfully performed relationship assignments in various metro branches.

Ms. Monika Halan
Ms. Halan is the Editor of Mint Money at HT Media. Monika Halan works in the area of financial literacy 
and financial intermediation policy and is a certified financial planner. Formerly, she was the Editor of 
Outlook Money Consulting Editor of Indian Express and expert planner on the show “Show me the 
Money” on NDTV Profit. Ms. Halan has a Bachelor’s Degree in Economics from Shri Ram College of 
Commerce, Master’s in Economics from the Delhi School of Economics and a Master‘s in Journalism 
Studies in the College of Cardiff, University of Wales, UK.

Dr. Nachiket Mor
Dr. Nachiket Mor is the Chairman of the Boards of Sughavazhvu Health Care and CARE India. He is 
currently also an independent member of a few other Boards, including CRISIL, the IKP Centre for 
Technologies in Public Health, and the Institute for Financial Management and Research (IFMR). He has 
worked with ICICI from 1987 to 2007 in a variety of jobs, including, Corporate Planning, Project Finance, 
Rural Finance and Treasury and was a member of its Board of Directors from 2001 to 2007. From October 
2007 to August 2010, he assisted ICICI in setting up a philanthropic foundation, the ICICI Foundation for 
Inclusive Growth and served as its founding President. Nachiket Mor is a Yale World Fellow, has a Ph.D. in 
Economics from the University of Pennsylvania with a specialisation in Finance from the Wharton School, 
an MBA from the Indian Institute of Management, Ahmedabad, and an undergraduate degree in Physics 
from Mumbai University.

Mr. Puneet Gupta
Mr. Gupta is the CEO of IFMR Rural Finance. Prior to this, he served as the CEO of IFMR Mezzanine Finance 
Pvt. Ltd. Mr. Gupta has been with the IFMR Trust since October 2007, prior to which he worked at the 
ICICI Bank for a period of 6 years in the areas of education, microfinance and rural finance. He was 
responsible for identification and development of new channels and products for delivering 
microfinance and financial services to rural households. He was also involved in developing models for 
attracting private equity investment in the microfinance sector. He is a commerce graduate with a 
Master’s degree from the Institute of Rural Management, Anand.

Dr. Renuka Sane 
Dr. Sane is a Research Economist at the Indira Gandhi Institute for Development Research (IGIDR). Her 
research interests include household finance, pensions, microfinance, firm financing and public policy. She 
holds a Bachelor’s Degree in Statistics from St. Xavier’s College, Mumbai, Master‘s Degree in Economics 
from University of Mumbai and a Ph.D. in Economics from University of New South Wales, Australia.

Mr. S. G. Anil Kumar
Mr. Anil is the CEO of IFMR Rural Channels and Services where he spearheads the establishment of a 
nationwide network of region-focussed financial institutions called Kshetriya Gramin Financial Services 
(KGFS). He has been in the rural banking and microfinance space since 2005, when he served as the head 
of the Micro Finance Institution Development Team at ICICI Bank which was behind the creation of a 
footprint of over 200 MFIs across the country for ICICI Bank. Mr. Anil holds a Master’s degree in 
management from the Asian Institute of Management, Manila, and a Bachelor’s degree from Osmania 
University, Hyderabad.

Dr. Sankar De
Dr. De is the Clinical Professor and the Executive Director of the Centre for Analytical Finance at the 
Indian School of Business (ISB), Hyderabad. He teaches Advance Corporate Finance at the Institute. Prior 
to this, he was Executive Director of the Centre for Professional Development in Finance (CPDF) at 
University of California, Berkeley, teaching graduate programs at the Haas School of Business. He 
completed his Ph. D from the same institute, after his MBA at the Indian Institute of Management, 
Calcutta. Dr. De has also advised several major corporations and government agencies, including the 
Securities and Exchange Board of India (SEBI).

Ms. Sucharita Mukherjee
Ms. Mukherjee is a Director on the board of IFMR Capital. She previously served as the CEO of IFMR 
Capital. She led the origination and structuring effort in credit derivatives and structured finance for 
corporates at Morgan Stanley in London before she joined IFMR Trust. Her work included developing 
innovative asset-backed financing structures in such areas as intellectual property and health-care 
receivables. She was also part of the credit derivatives team at Deutsche Bank in London, structuring 
credit-derivatives-linked repackaged investments for financial institutions. Sucharita holds an MBA from 
the Indian Institute of Management, Ahmedabad.

Dr. Susan Thomas
Dr. Thomas is currently a faculty member at the Indira Gandhi Institute for Development Research (IGIDR). 
She has also served as a member/chair of various committees constituted by the Securities and Exchange 
Board of India (SEBI), the Reserve Bank of India (RBI) and the National Stock Exchange (NSE) on secondary 
markets, government securities and foreign exchange to name a few. She completed her graduate studies 
in engineering from the Indian Institute of Technology (IIT), Bombay, and her Ph. D in Econometrics from 
University of Southern California, Los Angeles.

Dr. T. Sabri Öncü
Dr. T. Sabri Öncü is the Head of Research at the Centre for Advanced Financial Research and Learning 
(CAFRAL), Mumbai, India. He holds a BS and an MS in Mechanical Engineering and a BS in Mathematics from 
Boğaziçi University, an MS and a PhD in Applied Mathematics from the University of Alberta, and an MA 
in Business Research from Stanford University. He had been a Research Fellow at the University of 
California, Berkeley, Mathematics Department from 1993 to 1994, where he took an interest in financial 
economics. He then had worked at various financial institutions in the US as a “quant” from 1994 to 2006. 
He had served as a Visiting Assistant Professor of Finance at the New York University Stern School of 
Business from 2007 to 2010 and, prior to joining CAFRAL, been an Assistant Professor of International 
Finance at Kadir Has University in Istanbul from 2010 to 2011. Dr. Öncü specialises in financial economics, 
financial econometrics, asset pricing and empirical industrial organisation. He has many scientific 
publications in respected international journals and is a contributor to the book recently published by 
NYU, Stern,  titled “Regulating Wall Street”.

Ms. Veena Mankar
Ms. Mankar is the Managing Director of Swadhaar FinServe Pvt Ltd. Ms. Mankar has over 30 years of 
experience in development and commercial banking, having started her career with the erstwhile 
finance institution, ICICI Ltd. (now ICICI Bank Ltd.). She has served as an independent consultant to a 
number of international banks and was the India country representative of WestLB Group, a European 
commercial bank. In addition, Ms. Mankar was the founding Managing Director of a Non-Banking Finance 
Company offering factoring, which established itself as India’s largest independent factoring company in 
just three years under her leadership. Ms. Mankar continues to be a consultant to the Malta-based 
FIMBank and serves as a Director on the boards of three of FIMBank’s factoring joint ventures, based in 
India, Dubai and Egypt respectively. Ms. Mankar earned a Bachelor’s degree in economics from Lady Shri 
Ram College in Delhi and an MBA from the Indian Institute of Management, Ahmedabad.

Mr. Vimal Balasubramaniam
Vimal Balasubramaniam is pursuing his Ph.D in Financial Economics at the Saϊd Business School, University 
of Oxford. He was a member of the Macro/Finance Team at the National Institute of Public Finance and 
Policy (NIPFP), New Delhi where he worked with questions relevant to the macroeconomy and financial 
sector in India. He holds a Bachelors’ degree in Economics from University of Madras, and a Master’s in 
Public Policy from the National University of Singapore. His research interests include international 
finance, asset pricing, household finance and macro-financial policy.

Mr. Vineet Sukumar
Mr. Sukumar is the Head of Origination and Treasury, IFMR Capital. Vineet has 7 years of experience in 
strategy, corporate finance and investment banking roles in large corporates and in the financial services 
industry. Prior to IFMR Capital, he worked with Standard Chartered, managing the bank’s largest 
corporate relationship. Vineet has also worked with the Tata Group in leadership roles across diverse 
industries. Vineet graduated from IIT Kharagpur and completed his MBA from IIM Bangalore.
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Dr. Ajay Shah 
Dr. Shah is a researcher at the National Institute of Public Finance and Policy (NIPFP), New Delhi. He 
co-leads the Department of Economic Affairs’ Research Programme, undertaken in collaboration with 
the NIPFP. He currently works as a Consultant to the Financial Sector Legislative Reforms Commission. He 
has previously been involved with the Centre for Monitoring Indian Economy (CMIE) and the Indira 
Gandhi Institute for Development Research (IGIDR). Dr. Shah holds a Ph.D in economics from the 
University of Southern California, Los Angeles, and an engineering degree from the Indian Institute of 
Technology, Bombay.

Dr. Ajay Tannirkulam
Dr. Tannirkulam is the Executive Director of the Centre for Micro Finance (CMF), IFMR Research. He 
oversees more than 25 researchers working on more than 30 projects across India, in partnership with a 
wide range of MFIs and other development organisations, international academics and donors. He joined 
CMF as the Program Head of the Analytics Division in January 2009. He has a B. Tech in Engineering Physics 
from the Indian Institute of Technology, Bombay and a Ph.D in Astronomy and Astrophysics from the 
University of Michigan.

Mr. Anand Sahasranaman
Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
institutions. Prior to this, he worked with J.P. Morgan in New York and London, in their financial institutions 
team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
distressed financial institutions. He is deeply interested in financial system and regulatory design, having 
been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.

Mr. Easwara Narayanan M
Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
for Underwriting (non-health), Product Development, Reinsurance, Claims (non-health), Operations, 
Learning and Development, Rural Insurance, Customer Service and Contact centre, Direct Sales, Web 
sales and Process Improvement at Future Generali India Insurance Co. Ltd. He earlier worked with Bajaj 
Allianz Life Insurance Co. Ltd. where he was working as the President (Operations and Customer Service). 

Mr. Gaurav Kumar 
Mr. Kumar is the Head of Origination-Micro Finance Business at IFMR Capital. In previous assignments, Gaurav 
has worked on Terminal markets to strengthen supply chain for perishable commodities and identification 
and development of new channels for financial products. He holds a degree in Geoinformatics from 
University of Delhi, and an MBA from Institute of Rural Management, Anand (IRMA).

Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
and health. At IFMR Trust, Jayshree has also been closely involved with advocacy for financial inclusion 
and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
from Wilson College, Mumbai University. She also has a PGDBM from Management Development Institute 
(MDI), Gurgaon.

Mr. Kalambur K Srinivasan
Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
2010 as whole-time member (of Board) responsible for IRDA’s verticals in non-life insurance & 
reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
from January to June 2012. He has served on technical bodies of prestigious international organisations 
like the International Association of Insurance supervisors (IAIS), Basel and the International Union of 
Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
of India and holds other qualifications/accreditations from institutions in India and abroad.

Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
finance considerations are integrated in investor processes. From 1998 to 2006 she directed the 
Microenterprise Development office at the U.S. Agency for International Development, leading support 
to USAID overseas programs that invest over $200 million annually in more than 70 countries. She is a 
development economist, with a Master’s degree from Princeton University.

Dr. Kshama Fernandes
Dr. Fernandes is the CEO of IFMR Capital. Prior to this, she was the head of the Risk Management team at 
IFMR Capital. She has extensive experience in the capital markets space, and has been previously 
involved in financial advisory, consulting and academia. Prior to joining IFMR Capital, she was a Professor 
and Head of Finance at the Goa Institute of Management. She has worked on consulting assignments for 
the World Bank, the Chicago Mercantile Exchange, the Government of India (Ministry of Finance), and 
NSE.IT, and was a core committee member of the Percy Mistry Committee on ‘Making Mumbai an 
International Financial Centre’. She has also developed the SEBI mandated certification programme for 
derivatives for the National Stock Exchange and NCDEX. Dr. Fernandes holds a Ph.D. in Finance, an MBA, 
an FRM certification from GARP and an undergraduate degree in Mathematics.

Mr. M.V. Subramanian
Mr. Subramanian is the Head of Rural & Inclusive Banking Division of Axis Bank. This division takes care of the 
Agricultural and Priority Sector portfolio of the Bank and also drives the Financial Inclusion initiatives of 
the Bank. Prior to this, he was heading the Business Banking portfolio of Axis Bank.  He was the Executive 
Trustee and CEO of Axis Bank Foundation, a public trust set up in 2006 by Axis Bank to carry out their CSR 
activities. Prior to this assignment, he had two assignments in Axis Bank as Head of Relationship team and 
Head of Risk. He has also worked with Standard Chartered Bank (SCB) in their Corporate Banking Division 
and successfully performed relationship assignments in various metro branches.

Ms. Monika Halan
Ms. Halan is the Editor of Mint Money at HT Media. Monika Halan works in the area of financial literacy 
and financial intermediation policy and is a certified financial planner. Formerly, she was the Editor of 
Outlook Money Consulting Editor of Indian Express and expert planner on the show “Show me the 
Money” on NDTV Profit. Ms. Halan has a Bachelor’s Degree in Economics from Shri Ram College of 
Commerce, Master’s in Economics from the Delhi School of Economics and a Master‘s in Journalism 
Studies in the College of Cardiff, University of Wales, UK.

Dr. Nachiket Mor
Dr. Nachiket Mor is the Chairman of the Boards of Sughavazhvu Health Care and CARE India. He is 
currently also an independent member of a few other Boards, including CRISIL, the IKP Centre for 
Technologies in Public Health, and the Institute for Financial Management and Research (IFMR). He has 
worked with ICICI from 1987 to 2007 in a variety of jobs, including, Corporate Planning, Project Finance, 
Rural Finance and Treasury and was a member of its Board of Directors from 2001 to 2007. From October 
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in engineering from the Indian Institute of Technology (IIT), Bombay, and her Ph. D in Econometrics from 
University of Southern California, Los Angeles.

Dr. T. Sabri Öncü
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finance institution, ICICI Ltd. (now ICICI Bank Ltd.). She has served as an independent consultant to a 
number of international banks and was the India country representative of WestLB Group, a European 
commercial bank. In addition, Ms. Mankar was the founding Managing Director of a Non-Banking Finance 
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Mr. Sahasranaman leads the work of the IFMR Finance Foundation, working on issues of financial system 
design such as consumer protection, public finance and systemic risk. He had previously worked on the 
structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.
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from University of Mumbai and a Ph.D. in Economics from University of New South Wales, Australia.

Mr. S. G. Anil Kumar
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number of international banks and was the India country representative of WestLB Group, a European 
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structured credit desk at Broadstreet Group, a New York based hedge fund. He graduated with an MBA 
from Carnegie Mellon University and has a Bachelor’s degree in engineering.

Mr. Arjun Raychaudhuri 
Mr. Raychaudhuri works with J.C. Flowers, a global private equity firm focussed purely on financial 
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team, and Oliver Wyman in Europe. His work has been focussed on scaling start-up and restructuring 
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been involved with financial institutions operating in various regulatory regimes during the course of his 
career. He was a Rhodes Scholar at Oxford, and holds an MBA degree from Wharton School of Business.

Ms. Bindu Ananth 
Ms. Ananth is the President of the IFMR Trust, and serves as the Chairperson of the Board of IFMR Finance 
Foundation. She is also the founder of the Centre for Micro Finance at IFMR, where she worked briefly 
as the Coordinator. Previously, Ms. Ananth served at the ICICI Bank in its microfinance practice from 2001 
to 2005, and was the Head of the New Product Development Group within ICICI Bank’s rural finance 
business in 2007. She has published in the Small Enterprise Development Journal, the Economic and 
Political Weekly, the OECD working paper series, and the IFMR working paper series. Ms. Ananth holds 
Master’s degrees from Harvard University’s Kennedy School and the Institute of Rural Management, 
Anand, and an undergraduate degree in Economics from Madras University.

Mr. Dave Wallack 
Mr. Wallack is the Chief Design Officer at IFMR Rural Finance. He has previously served as a marketing and 
HR strategist for various private sector and political clients in the USA. He specialises in building and 
motivating organisations to operate effectively in rapidly changing environments. Mr. Wallack holds an 
MBA from the Stanford Graduate School of Business.

Ms. Deepti George
Ms. George works with IFMR Finance Foundation, and focuses on aspects of research, advocacy and regulator 
engagement pertaining to financial consumer protection and high quality origination. Prior to this, she worked 
with IFMR Rural Finance, where she was instrumental in designing content and systems to establish a credible 
training function for Kshetriya Gramin Financial Services, a class of geographically focussed financial 
institutions that incorporates principles of high quality origination.  She holds a post-graduate diploma in 
management from IFMR Business School, specialising in finance and human resources.
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Mr. Narayanan is the Chief Operating Officer of Future Generali India Insurance Co. Ltd. He is responsible 
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Ms. Jayshree Venkatesan
Ms. Venkatesan is the CEO of IFMR Mezzanine. Her work experience includes working with the Social 
Initiatives Group of ICICI Bank in funding and monitoring action-research projects in the area of education 
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and was part of an internal team that handled a series of columns titled “Finance Matters” over the 
period of one year with the Hindu Business Line. She has completed a Bachelor’s degree in Mathematics 
from Wilson College, Mumbai University. She also has a PGDBM from Management Development Institute 
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Mr. Kalambur K Srinivasan
Mr. Srinivasan served the Insurance Regulatory and Development Authority (IRDA), India, from 2005 to 
2010 as whole-time member (of Board) responsible for IRDA’s verticals in non-life insurance & 
reinsurance, health and intermediaries. He also served as a short term consultant to World Bank Group 
from January to June 2012. He has served on technical bodies of prestigious international organisations 
like the International Association of Insurance supervisors (IAIS), Basel and the International Union of 
Marine Insurance (IUMI), Zurich. He is a graduate in commerce [B.Com (Hons)] of Delhi University and a 
post graduate in management (MBA) of Bangalore University. He is also a Fellow of the Insurance Institute 
of India and holds other qualifications/accreditations from institutions in India and abroad.

Dr. K.P. Krishnan
Dr. Krishnan is an Indian Administrative Service Officer, and currently serves as the Secretary of the 
Economic Advisory Council of the Prime Minister of India. Prior to this, he served as the Joint Secretary 
of Capital Markets Division of the Department of Economic Affairs, Ministry of Finance, Government of 
India, where he sent out various regulatory frameworks governing securitisation and the Pension sector 
for Parliamentary approval. He has also served as an advisor to the Executive Director of the World Bank 
in Washington D.C. He received his Ph.D in Economics from the Indian Institute of Management (IIM), 
Bangalore, and an MA in Economics from the University of Mysore.

Ms. Kate McKee
Ms. McKee is a Senior Advisor at the Consultative Group to Assist the Poor (CGAP). Ms. McKee leads 
CGAP’s research and policy advisory work on consumer protection, including analysis of policy, 
regulatory and supervision options for market conduct regulation in low-access markets. She also leads 
CGAP’s work on responsible finance. This includes work with the Smart Campaign to develop consensus 
industry standards for improved client protection, as well as an initiative to ensure that responsible 
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3. This year’s conference theme is “Envisioning the Future of Financial Consumer Protection in India”. As 
financial services gradually expand and acquire depth in India, market participants and regulators are 
beginning to grapple with issues of consumer protection. It seems a particularly appropriate time to 
address this issue, given that India is also undertaking a fundamental review of its financial sector 
legislation, with the creation of the Financial Sector Legislative Reforms Commission (FSLRC), whose 
mandate is to rewrite and harmonise all financial sector laws. In parallel, many countries around the 
world have embarked on reforming their consumer protection frameworks, with the US creating the 
Consumer Financial Protection Bureau (CFPB), and Australia and South Africa evolving the twin-peaks 
models of financial regulation, providing us a unique opportunity to learn from both existing and 
emerging global experiences.

4. The Conference this year aims to stimulate discussion and debate on the possible frameworks for 
consumer protection in finance for India and arrive at an understanding of the most appropriate 
framework for India’s financial system. And as in the previous conference, at this point, our belief is 
that it is not a good idea to be pragmatic or to begin by acknowledging the political or regulatory 
constraints that we see before us.  The belief is that if we do this exercise with the starting point of 
a clean sheet of paper and eventually, through research, arrive at a design that is dramatically 
different from what we see around us currently, then we can put on the lens of pragmatism and 
weigh the costs and benefits and feasibility of bringing about that change. 

5. In this conference I am hoping we will think more grandly and set an agenda for the next two 
decades, and not just the next two years. We are at a time when many of the historic imperatives 
which led to the current design of financial systems are perhaps no longer valid and that, as a 
uniquely advanced but also very poor country, urgently in need of sustained and rapid growth and 
development, we have the opportunity to do things in a way that other countries do not.

6. Everyone here is aware of the need for consumer protection in finance, but I think it is useful to take 
a moment and dwell upon how consumer protection in finance is distinct from consumer protection 
for other retail goods and services. Financial services don’t have fixed characteristics. They can have 
almost infinite variations and in a sense, they can be synthesised on the spot by the provider varying 
one or more features. They are also constantly interacting with the context of the user. Delivered 
outcomes of financial services usage thus depend entirely on whether this is good interaction or not. 
Further, many important financial decisions such as investing in a mortgage or saving for retirement 
are undertaken very infrequently in the course of a lifetime. In addition, the eventual outcomes of 
financial investments and strategies often become clear only in the long term. In stark contrast, for 
physical products, the outcome of the purchase becomes obvious upon immediate usage. In this 
sense, financial products are more akin to medical services, where the treatment is administered 
upfront and the consequences become obvious only with the passage of long periods of time. 
Financial product outcomes are also complicated by the fact that market movements can have a 
substantial impact on performance, and it can be difficult to ascertain whether the reasons behind 
poor outcomes was primarily on account of product mis-sale or the consequence of random shocks. 
Financial consumer protection regulation therefore requires specialised responses considering both 
the high degree of information asymmetry and the nature of manifestation of outcomes.

7. With these distinctions in place, I’d like to explore some socio-economic trends that I believe will 
shape India’s future, and that the financial system of the nation must be well-positioned to 
meaningfully respond to. This then provides us the context against which the consumer protection 
framework for India must be designed.

8. Let us talk about some of the significant challenges that citizens are likely to grapple with in the next 
few decades. I will start with the problem of retirement planning. The number of people above the 
age of 60 is expected to increase from 100 million in 2010 to 200 million by 2030. Presently in India, 
only about 10-15% of the working population is eligible to participate in the mandatory, formal 
programmes designed for providing income security during retirement. These employees are largely 
part of the formal private sector or the Government and these formal programmes have historically 
been Defined Benefit programmes where the Government or the employer bears funding and 
investment risks. In contrast to this, many countries have shifted to Defined Contribution 
programmes in which the pension is fully funded by the value of the assets accumulated rather than 
by the Government’s annual revenue expenditure account for the year. In 2009, the Government of 
India launched the New Pension Scheme (NPS) as a social security measure for their own staff and 
later extended it to people in the unorganised sector as a Defined Contribution scheme, thus shifting 
the risk to people least equipped to deal with it. The task of retirement planning is extremely 
complex given the implied need to predict consumption and inflation over long periods of time 
under Defined Contribution schemes. Consumers may not be well placed to make these decisions 
and this will need more product innovation on part of financial firms.

9. I’d like to discuss the challenge of financing healthcare next. In the absence of a universal health care 
system, India has extremely high levels of out-of-pocket point-of-service expenditure on health 
owing to low levels of insurance coverage and pre-payment. This leaves consumers to manage 
planning for lifecycle and catastrophic health expenditures and exacerbates the retirement planning 
problem. In fact, increasing incomes and improving healthcare have led to increasing life expectancy, 
which makes the planning for retirement and health even more complex. 

10. Since 1995, annual inflation based on WPI has ranged from 1.7% to 12.6% with a mean of 5.9% and a 
standard deviation of 2.7%. The high level of volatility around inflation implies that households face 
uncertainties around real incomes and real returns. This is compounded by the absence of instruments 
such as inflation indexed bonds. For an average household, this means that even routine savings and 
investment decisions become very risky. 

11. Given these trends, we must ask ourselves the following questions: What kind of a financial system 
does India need to meet these challenges? What are the implications for financial innovation and 
public policy?

12. Let us imagine a financial institution that offers fixed interest rate, 30 year home loans. On the 
surface, this is a simple and easy to comprehend product. Given relatively low levels of home 
ownership in India and the aspiration around ownership, this is a financial product that is going to be 
much in demand. Is this a “good” financial product in its current form and is it appropriate for 
everyone? Can the sale process approximate a standardised approach for all consumers? I would 
argue that it is not the case because of some important considerations. One, the fixed rate is a 
nominally fixed rate and transfers inflation risk to the borrower while her income and value of the 
home are both inflation linked. Can the provider offer fixed real rate loans instead by shorting 
inflation-indexed bonds at their end? Two, by borrowing and buying a house, the consumer takes a 
leveraged long-term position on real estate. If the consumer’s cash flows are even somewhat 
volatile to begin with, adding leverage to it greatly exacerbates the experienced volatility and 
might impact consumption in a bad scenario.  What if asset prices on real estate sharply decline in 
the future? Does the borrower have any ability to lay off this asset price risk through a Shiller-style 
macro security? Three, the housing loan and the house needs to be viewed in the context of the 
global portfolio of the consumer. If this is a consumer who has reasonable financial wealth and 
negligible real estate exposure, this may be valuable diversification. For another consumer, who 
already has high exposure to real estate, this exact same product would appear to be a bad solution. 
Therefore, even an apparently simple fixed rate home loan product hides a lot of important detail 
that has material consequences for the consumer. 

13. Simplicity as an approach to financial services design is problematic. I am often left wondering, 
simple for whom? A product, like the fixed rate home loan, transfers a lot of the risks to the 
consumer while making the life of the provider simple. Surely, that is not the intent. The function of 
finance is to solve problems. We may want financial providers to incorporate features such as 
inflation protection and asset price insurance to the basic home loan that makes it more suited to the 
consumer’s reality. I like to use the analogy of finance as noise-cancelling headphones. Finance must 
give households a smooth and growing net income stream and cancel out noisy shocks in their daily 
lives. As we think about the framework of consumer protection, it is essential that we keep this 
theme in mind. What is the value of consumer protection frameworks without a focus on financial 
outcomes of households? Who are we protecting?

14. What then are the broad directions we can go as a financial system vis-à-vis consumer protection? 
Recalling the discussion on what makes finance unique, namely, infinite variation, ability to be 
synthesised at the point of transaction, information asymmetry and interaction effects, it is evident 
that a free market with no regulation is not an option. Therefore, what should the relative emphasis 
of consumer protection regulation be?

15. I believe there are three broad directions that regulation can take:
a. An information disclosure and financial literacy based approach that argues that consumer 

welfare is best enhanced by providing more information to consumers while working in 
parallel on improving consumer financial knowledge. 

b. An approach that is based on the belief that the core problem in financial services delivery is 
the conflicts of interest between the manufacturer and the distributor or advisor. 

c. An approach which argues that the onus of consumer protection must shift decisively from the 
consumer to the financial services provider.

16. Consumers of financial services have less information and sophistication about the financial system 
and financial services than the financial services providers. This imbalance of information leads to 
consumers being vulnerable to abusive practices. Disclosure is seen as a way to handle this 
information gap between the providers and the consumers by providing as much information as 
possible in an understandable way to the consumer. Information disclosure pertains to product terms 
including pricing, risk factors, and provider conflicts of interest. Removing these information gaps is 
viewed as being critical to promote good consumer choices. This approach believes that 
well-designed disclosures complemented by effective financial literacy programs enable consumers 
to make better decisions and improve their financial outcomes.

17. Conflict of interest occurs when remuneration given to a financial services provider might influence 
the choice of financial product recommended or sold by the provider to retail clients. This 
approach believes that the root of mis-sale of products and services is the conflicts of interest 
between the manufacturer and the distributor of financial services. It attempts to align incentives 
within a financial services provider or across providers involved in developing and delivering a 
service. The solution often proposed to contain this conflict is to separate the roles of advisor and 
agent, as in the case of Australia, so that the advisor is compensated only by the consumer and the 
agent is compensated only by the manufacturer. In the context of credit, conflict of interest needs 
a deeper discussion because a sale and purchase is happening simultaneously.

18. Suitability can be defined as the degree to which the product or service offered by the financial 
services provider matches the retail client's financial situation, objectives, and risk tolerance. This 
approach believes that mandating increases in information disclosures alone will not lead to 
improved consumer outcomes given the features of finance and that the most appropriate way to 
protect the welfare of the consumer would be to put the onus of consumer protection on the seller. 
The seller must be held accountable for the service provided to the buyer, by ascertaining that the 
products sold or the advice given is suitable for the buyer considering her needs as determined by 
the seller using its expert judgment.

19. In reality, any consumer protection framework could have elements of all these three approaches. 
However, at this conference we have deliberately chosen to debate each of these approaches as 
distinct choices for India’s financial system. We hope that at the end of two days of discussions, we 
will have a sharp sense of how each of these approaches will specifically fit into a framework for 
consumer protection in India.

20. A quick word on the format. We will have two speakers for each approach, who between them 
highlight both the research as well as market perspectives. We will have a discussion following each 
set of speakers. Given the small and carefully chosen group, the conference is designed to encourage 
conceptual conversations and free exchange of views. Views expressed at the conference will be 
strictly confidential. Audio and video extracts of the presentations and discussions will be used for 
knowledge purposes and only with prior consent.

21. On behalf of the IFMR Finance Foundation and the IFMR Business School, I would like to thank each 
of you for making time for this important discussion. I hope that through the two days of 
deliberation we will be able to arrive at some concrete directions for financial consumer protection 
in India. 
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