
Bridging the trust deficit

The Securities and Exchange Board of India (Sebi), India’s security-market regula-
tor, has sought to address a vital issue that had clouded public confidence about its 
independent functioning. Questions lingered about the regulator’s internal checks 
and balances for members after Hindenburg Research, now defunct, made allega-
tions about the previous Sebi chairperson’s conflicts of interest, which, it argued, 
came in the way of a fair probe into its supposed disclosures on some listed entities. 
The fact that the current Sebi chairman deemed it necessary to constitute a high-
level committee to assess the framework on conflict of interest and disclosure of 
interest, within weeks of taking charge, demonstrated the urgent need to correct 
prevalent public perception. 

Headed by former central vigilance commissioner Pratyush Sinha, the panel 
found Sebi’s Code on Conflict of Interests for Members of Board, 2008 (Sebi Code), 
and the Sebi (Employees’ Service) Regulations, 2001 (ESR), to be inadequate, and 
in need of strengthening. It noted a sharp dissonance in the onerous obligations 
placed on employees with lighter norms for members — the latter were not even 
considered “insiders” under Sebi’s insider-trading norms and being allowed to trade 
in stocks with no restrictions. Noting that senior staffers, members, and chairper-
sons exert more influence and authority, the panel felt disclosure norms should be 
more stringent for them. Moreover, the Sebi Code is voluntary and lacks penalties 
for non-compliance, while the ESR is enforceable. Even the definitions of “family” 
and “conflict of interest” differed for members and employees, and transparency 
was found wanting in terms of disclosure of interests and recusal from matters with 
potential conflicts. 

It is commendable the Sebi board chose to act swiftly on the committee’s dozen-
odd recommendations submitted in November last year. A statement conveying 
the board’s decisions on March 23 suggests seven recommendations were accepted. 
These include tagging whole-time members (WTMs) and chairpersons as 
“insiders”, aligning investment curbs with employees, and expanding the definition 
of “family”. For existing investments, they have been given the option to liquidate, 
freeze, or sell them with approval. However, the board decided to tweak at least six 
other recommendations, citing public/media commentary as well as privacy and 
other concerns of employees. The most worrying point concerns the panel’s advice 
on public disclosure undertaken by the chairperson, WTMs, executive directors 
and chief general managers, and their families as also other relations. The Sebi 
board opted to make their immovable property details public, restricting disclo-
sures on assets and liabilities to an internal mechanism, possibly a new Office of 
Ethics and Compliance mooted by the panel. And although investment curbs on 
Sebi staff would apply to spouses and dependent family members, unlisted secur-
ities have been kept out of this mandate. 

It will be informative to know the board’s rationale for such selective acceptance 
of the panel’s nuanced prescriptions, but its reluctance on public disclosures signals 
an inability to address the crux of the concerns. The Sebi Code, last amended in 2023, 
may be an improvement, but it remains a matter of “voluntary adoption” till the 
Centre notifies regulations to make it enforceable and create an oversight mechanism 
on board members’ conflicts. The government must move expeditiously on this front 
and perhaps, in the process, nudge Sebi to rethink some of its hedged calls to again 
engender confidence in the regulatory fairness of India’s thriving capital markets.

Inflation dynamics
The Union government has done well to retain the inflation target of 4 per cent, with 
a tolerance band of two percentage points on both sides. This is for the next five 
years. The target is subject to review every five years and was retained in its first 
review in 2021 as well. The flexible inflation-targeting framework was adopted in 
2016. Accordingly, the Reserve Bank of India (RBI) is mandated to keep the con-
sumer price index-based inflation rate at 4 per cent. The central bank has to send a 
report to the government if it fails to achieve the target. There are several reasons 
why retaining the target made sense for the government. 

Research has shown that both the inflation rate and volatility moderated after 
the adoption of the flexible inflation-targeting framework. Besides, it is important 
that the framework is not disturbed without very strong reasons to do so. A big 
change in it could have affected expectations. A clear, rule-based policy framework 
enables easier implementation and effective communication. This reduces ambi-
guity and provides stability, allowing market participants to adjust to evolving mac-
roeconomic conditions. A well-understood and predictable framework is 
particularly useful in times of stress. The six-member Monetary Policy Committee 
(MPC) of the RBI is scheduled to meet next week (April 6-8) to review the policy, and 
the meeting will be closely watched, given the external environment. The war in 
West Asia has significantly increased economic uncertainty. A prolonged conflict 
could complicate policymaking. The Union government, for instance, last week 
decided to reduce the special additional excise duty on petrol and diesel, which will 
significantly affect its finances if the war continues. 

An oil-price shock tends to reduce economic growth and increase the inflation 
rate. Stagflationary conditions are particularly difficult for central banks to manage. 
Policy intervention to contain the inflation rate can affect economic activity and 
further weaken the growth impulse. Thus, it is important to maintain the right bal-
ance. As things stand, the government has only selectively allowed the increase in 
global crude-oil prices to be passed on, which is likely to have a muted impact on 
inflation outcomes in the near term. However, if the war prolongs, inflationary 
pressure could build up in various ways. A shortage of gas, for instance, is affecting 
production in various sectors, which would soon start feeding into prices. It is also 
worth noting that the rupee is under pressure due to a possible increase in the cur-
rent account deficit and lower capital inflow. The currency has fallen by over 4 per 
cent against the dollar since the beginning of the war and will add to inflationary 
pressure through the prices of imported goods. 

While India has adequate stocks of food grains, the hit to global fertiliser pro-
duction could affect food production and push up prices. Projections released by 
the Organisation for Economic Co-operation and Development last week showed 
that, compared to its previous forecasts, the inflation rate for G20 countries could 
increase by 1.2 percentage points in 2026 to 4 per cent. For India, the projection has 
been increased by 1.7 percentage points to 5.1 per cent. The inflation rate for Febru-
ary was 3.21 per cent. This can increase sharply in the coming months. It would be 
worth watching how the MPC interprets the situation. Given the level of uncer-
tainty, as things stand now, it would make sense to wait for more clarity.

Iran war will complicate policy choices

Sebi’s move on conflict of interest needs more heft

India’s securities markets are now firmly in the retail 
era. Millions of first-time investors participate through 
digital platforms, mutual funds, and retirement-
linked products. For them, trust in the regulatory 
framework is not an abstraction; it is the condition that 
makes participation possible. The Securities Markets 
Code Bill, 2025, (Code) must, therefore, be viewed 
through the prism of investor protection.  

The Code is an ambitious attempt to consolidate 
three securities laws into a single, modern statute. By 
merging multiple legacy enactments, it seeks to reduce 
fragmentation, eliminate overlaps, and simplify regu-
latory processes. These are commendable legislative 
policy goals. But they cannot substitute for the sub-
stantive objectives of the legislation.  

Parliament enacts laws to achieve 
defined public purposes. These pur-
poses are typically reflected in the 
preamble of the statute and elab-
orated in the Statement of Objects 
and Reasons. The Code, however, 
articulates no substantive objective 
beyond consolidation and amend-
ment. In doing so, it misses the foun-
dational objectives embedded in the 
laws it seeks to replace. 

One of the statutes being sub-
sumed is the Securities and Exchange Board of India  
(Sebi) Act, 1992, which established India’s first modern 
regulator. The Act’s preamble stated its purpose — to 
protect the interests of investors in securities. The articu-
lation was deliberate: It recognised that investor confi-
dence, especially among retail investors, is critical for a 
credible securities market. While the Code retains inves-
tor protection within Sebi’s mandate, it no longer articu-
lates it as the statute’s animating purpose.  

This is not a matter of drafting style; it is a shift in 
legislative emphasis. In public law, statutory purpose 
is critical. It guides interpretation, channels regulatory 
discretion, shapes institutional priorities, and enables 
meaningful evaluation of both the law and the regula-
tor against the objectives they are expected to pursue. 
Its absence makes democratic accountability harder.  

Investor protection has long been recognised by law 
and finance scholarship alike as the defining purpose 
of securities regulation. Securities laws are designed 
not only to protect investors from fraud and manipu-
lation, but also, at times, from their own informational 
and behavioural limitations. Within this framework, 
the regulator acts as the representative of investors. 
Over time, the Act shaped Sebi’s institutional identity 
as the investor’s pillar of strength, captured in its tag-
line, “Har investor ki taaqat”. 

Against this backdrop, Chapter X of the Code, which 
designs investor grievance redress architecture, 
becomes especially revealing. The Code provides that 
the regulator “may” make an investor charter, “may” 

provide a grievance redress mechan-
ism, “may” require service providers 
to establish similar mechanisms, and 
“may” designate one of its officers as 
an ombudsperson. The only obliga-
tion on the defaulting party is to 
acknowledge receipt of the grievance. 
The burden of resolution rests 
squarely on the aggrieved investor, 
who must steer the complaint 
through the process within 180 days. 

If the grievance remains unre-
solved, the investor may approach 

the ombudsperson. At this stage, the grievance 
morphs into a complaint: The parties play complain-
ant and respondent, the proceeding becomes adver-
sarial, and the onus is on the investor to establish a 
deficiency in service by the defaulting party. 

This design reflects a misunderstanding of how 
modern regulation works. Regulatory regimes are 
built on information, not private prosecution. They do 
not leave victims to fend for themselves against power-
ful intermediaries. Under the extant securities laws, an 
aggrieved investor brings the grievance to the regula-
tor’s notice, after which the regulator triggers an 
inquisitorial process in the public interest. 

India’s own experience elsewhere is instructive. 
The Competition Act, 2002, initially adopted a com-
plaint-based, adversarial model. Recognising its 

incompatibility with modern regulation, Parliament 
amended the law in 2007, replacing “complaint” with 
“information” and shifting proceedings from adversa-
rial to inquisitorial. This transformed the Competition 
Commission of India into a regulator acting in the 
public interest, rather than an umpire between 
unequal parties. The logic was institutional, not 
sector-specific. 

Under the Code, however, investor protection risks 
being recast as access to an adversarial forum. Providing 
an ombudsperson to enable an investor to prosecute a 
complaint is, in substance, little different from estab-
lishing a civil court and asking the consumer to litigate. 
That is dispute resolution, not regulatory protection. 

The design of the ombudsperson raises a deeper 
concern. Globally, an ombudsman derives legitimacy 
from independence, an institutional buffer between 
the citizen and the system. That legitimacy flows from 
distance: From executive control, regulatory hier-
archy, and organisational incentives. The Code col-
lapses this distance by requiring Sebi to designate one 
of its own officers as ombudsperson. This merely 
rebrands an internal officer as an ombudsperson, who 
remains subject to the same service rules, career pro-
gression, and institutional culture. Even where 
officers act with complete integrity, the perception of 
neutrality is inevitably weakened.   

This matters because investor grievances are rarely 
private disputes. They are early warning signals of 
deeper market dysfunction: Mis-selling, disclosure 
failures, regulatory delay, supervisory gaps, or 
repeated tolerance of non-compliance by intermedi-
aries. Such grievances point not only to private mis-
conduct, but also to potential regulatory blind spots. 

An ombudsperson process is, by design, com-
plaint-led and party-driven. The regulator’s duty, how-
ever, is broader: To probe what lies beneath individual 
grievances and act in the public interest. An insider 
ombudsperson is structurally ill-positioned to per-
form this function with the independence investors 
expect. Treating the ombudsperson as the primary 
response to investor complaints risks converting 
market supervision from a proactive, regulatory func-
tion into a reactive, dispute-resolution exercise. 

The design flaws extend beyond conceptual coher-
ence. The ombudsperson has no jurisdiction over 
complaints against Sebi itself. They cannot execute 
their own orders, requiring investors to return to Sebi 
for enforcement. At the same time, compliance with 
an ombudsperson’s order does not bar Sebi from initi-
ating parallel or subsequent proceedings, exposing 
respondents to multiple proceedings, appeals, and 
open-ended uncertainty. 

Investor grievance redress must, in its design and 
operation, remain non-adversarial and regulator-led. 
Its purpose is not to arbitrate disputes between legally 
unequal parties, but to provide investors with a simple, 
credible, and confidence-building avenue of relief. If 
an ombudsperson must be retained, the institution 
must be demonstrably independent of the regulator 
and must follow a genuinely non-adversarial process. 

The Code has the opportunity to correct course. 
Restoring investor protection as an explicit statutory 
lodestar and redesigning the ombudsperson as a 
genuinely independent institution would strengthen 
trust, the most valuable asset of any securities market. 
vvvvvvvvvvvvvvvvvvvvvvvv 
The authors are legal practitioners and  
have previously worked at Sebi

Don’t ditch field visits for digital data
It was a “hallelujah” moment for me — as a preacher 
and practitioner of customer centricity and of view-
ing issues through the “people lens”— to read a piece 
in a mainstream newspaper exhorting Indian 
Administrative Service officers to make their work 
more meaningful and effective by taking the trouble 
to step out of their offices and “experience firsthand 
how villagers live and understand their problems 
face to face”, despite the steady streams of digital data 
and remote monitoring  available to them. (“Walk 
with the people, would you, collector 
Saab?” Times of India, March 27, 2026) 

This is good advice for business as 
well, where, as with government, live, 
dynamic data, dashboards and seduc-
tive analytic tools fuel the illusion of 
knowing your customer and obviate the 
need to connect with them in person. 
The point often missed is that the data 
and dashboards tend to be  supply-sided 
chronicles of company effort rather 
than customer outcomes. 

A highly tech-savvy chief minister 
(CM) who occupied office at the turn of the 
millennium was admired for his cutting-edge modern-
ity and his data-driven approach to his job. It was often 
said, half in jest, that he was the darling of the non-
voting elite of Nariman Point. A consultant from one of 
the many top firms he had engaged, proudly reported 
that with their help, the CM reviewed data on cases 
relating to health problems the state faced, one district 
at a time, every Thursday morning. When he did not get 
elected for another term, his  corporate admirers 
debated whether Indians were ready for such evolved 
and efficient governance. Post-election vox pop on TV 
channels and political analysts reporting from the field 

said that he would have fared much better had he spent 
more time among the people. It would have helped him 
overcome the blind spots in his understanding of their 
concerns, as well as gain the benefit of being seen by 
them as someone who listens. 

With the excitement about artificial intelligence’s 
(AI’s) immense capabilities and potential valuations of 
AI-centred businesses, several startup ideas are sent my 
way for evaluation around replacing human respon-
dents in market research studies with digital twins or 

synthetic respondents, saving money 
spent on market research and reducing 
time to market. Trained by past company-
owned and public  data, they propose their 
use for predicting acceptance of new 
offers, or ad testing, or price-behaviour 
modelling, or as the more assertive propo-
sals state, for widespread use so that 
human respondent-based market 
research need never be done. It takes a lot 
of effort and patience to persuade them to 
read some more and reflect on consumer-
intrinsic “whys” and external drivers of 
consumer behaviour; then, assess the 

extent and situations in  which a model trained on past 
data or a certain assumed model of competitive supply 
is safe to use, and based on that, decide what decision 
problems may require fresh insight from real people, or 
what continuous tracking of real people’s minds is 
needed to make the synthetic respondents more versa-
tile. (ChatGPT agrees with this!) 

The critique of algorithm driven performance mar-
keting is also that customer insight gets short shrift 
and, as the managerial gut on what consumers are 
thinking and feeling and how they decide is weakened 
and blunted, the ability to innovate, or disrupt the 

market, or punt on very nascent trends gets poorer. 
Businesses need to walk the talk on their mission 

statements where it is de rigueur to state their resolve 
to delight their customers or declare how customer-
obsessed they are. The first step is to realise that these 
statements are all about “we” (the company), rather 
than about “them” (the customers), and that the miss-
ing part is what the company strives to do for their cus-
tomers to make them delighted, and how it achieves 
that. Often customer obsession is defined by com-
panies as accessing customer spend 360 degrees, more 
cross-selling, increasing ticket sizes or frequency of 
consumption, and improving “stickiness”, and not in 
terms of  solving customer problems or increasing cus-
tomer-perceived value in their lives. 

This is the season of annual operating plans being 
approved by the board, as required by law. As we all 
know, most plans rest on the logic of  “industry is 
expected to grow at x per cent and, on that basis , we will 
grow y per cent”. Perhaps boards also need to do their 
bit in pushing customer centricity by asking (especially 
if the company is a market leader) how exactly industry 
growth happens and what customer-related assump-
tions underpin this forecast. They must also ask for 
growth plans to be broken down into components of 
price-led growth, mix (or portfolio)-led growth, and 
volume-led growth, and then ask “who”— not to be 
confused with “where” (geography) and “what" (prod-
uct) — this growth will come from and why, Socrati-
cally drilling it all the way down to management’s 
foresight about customer behaviour. Yes, it works for 
all kinds of business, be they business-to-customer, 
business-to-business or direct-to-consumer! 
vvvvvvvvvvvvvvvvvvvvvvvv 
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The canon of international relations pre-
dominantly comprised Western 
assumptions and experiences until the 
birth of independent nations after World 
War II. Perspectives drawn from the 
experiences of previously colonised 
people challenged the dominant con-
ceptions of international relations. This 
intensely researched book, with con-
tributions from Professors Shibashis 
Chatterjee and Anindya Jyoti Majum-
dar, both from Jadavpur University, and 
Assistant Professor Sulagna Maitra from 
University College, Dublin, offers alter-
native perspectives that have taken  
centre-stage in the global discourse — 
environment, climate change, technol-
ogy, gender, refugees, debt, human 

security and so on. This book is a treas-
ure and will remain invaluable for stu-
dents and scholars of international 
relations and history. 

Professor Chatterjee explains that in 
the current interdependent globalised 
world, the philosophy of realism based 
on sovereignty, propounded by Hans J 
Morgenthau, has serious limitations. He 
substantiates this with Kenneth Waltz’s 
balance of power theory, validated by 
Stephen Walt’s balance of threat theory, 
which posits that nations tend to seek 
alliances or regionalism to balance 
against threats rather than capabilities. 
Asean’s pursuit of a common and collec-
tive security is a case in point. Multi-
polarity, represented by India, the 
European Union and others can be an 
effective tool against hegemonic ten-
dencies. Liberalists such as Robert Keo-
hane and Immanuel Kant argue that the 
involvement of international institu-
tions and structures can widen states’ 
perception of self-interest through econ-
omic cooperation. 

Overarching globalisation is said to 
limit state power. At the same time, the 

multipolar and multi-civilisational 
impact of the last two decades are trans-
forming the state’s perception of inter-
national relations. Similarly, since 
ethnicity and culture have cross-border 
influences, they tend to limit state 
power. Given this cultural universalism, 
Samuel Huntington’s “Clash of Civilisa-
tions” is parochial and overstretched, 
Professor Chatterjee argues. 

Anindya Jyoti Majumdar points out 
that the rise and fall of great powers 
have always been accompanied by great 
wars. That is because major powers 
have used projection of military muscle 
to dominate and maintain a semblance 
of order in the international system. 
Foreign policy invariably backs 
national interests. But today’s age of 
technology — cyber warfare, drones 
and the use of AI-powered systems — 
puts limitations on absolute power. At 
the same time, we are witnessing the 
return of hegemonic power when major 
powers may no longer wish to legit-
imise their unilateral actions through 
international bodies, as Russia’s attack 
on Ukraine and the United States’ 

strikes on Venezuela and Iran suggest. 
Professor Majumdar also dwells on 

the changing notion of national security, 
which in the contemporary era 
encompasses non-traditional issues 
such as water, energy, environment, cli-
mate change, refugees, and so on. The 
United Nations has played an important 
role in leading the world community 
with collaborative global actions towards 
a better future with pragmatic choices, 
including Sustainable Development 
Goals. States’ identity, he says, is increas-
ingly tied into the sense of international 
community with its norms and codes. He 
agrees, however, that UN reform is 
imperative for tackling impending global 
challenges meaningfully. 

Sulagna Maitra explains that global 
governance is multi-layered, and region-
alism is a pervasive feature of interna-
tional relations underpinned by 
interdependence, cooperation and inte-
gration. The proliferation of regional 
bodies in many parts of Asia, Latin 
America and Africa and emerging econ-
omies’ groups such as Brics in the 21st 
century play a critical role in addressing 

shared global challenges. 
Professor Maitra shows 

how globalisation has 
impacted the global political 
economy and relations among 
nations. Most favoured 
nation-based free trade ended 
the era of mercantilism and 
protectionism that dominated 
the world economy for cen-
turies. Global trade is now 
dominated by supply chains 
with focus on components 
and intermediaries in which 
the emerging economies are 
playing a dominant role. 
Investments are flowing both 
ways now, with leading busi-
ness houses of China, South 
Korea, India and other devel-
oping economies also invest-
ing in the West. 

However, this openness has come 
with high costs for the Global South in the 
form of a steep income divide, unemploy-
ment, environmental degradation, crony 
capitalism, and so on. Professor Chatter-
jee says capital today is not productive, 
but speculative, controlled and manipu-
lated by corporate actors. British political 
economist Susan Strange called it 
“Casino Capitalism”. The power of wealth 

of multinationals exerts enor-
mous influence on the state. 

Professor Chatterjee also 
elaborates on the impact of 
globalisation on the Indian 
state, especially in its leading 
cities, where liberal Western 
consumerism and cosmopoli-
tan culture, media and enter-
tainment often clash with 
tradition. However, in South 
Asia, the basic framework, he 
says, has not altered; territorial 
reality, sovereignty, national 
security, survival, ethnicity, 
and resources-sharing con-
tinue to dominate the politics 
of the subcontinent. India’s 
foreign policy in the post-Cold 
War era is said to have become 
distinctly realist as both the 
United Progressive Alliance 

and the National Democratic Alliance 
governments sought to transform India 
into a major power in world politics. Such 
a projection hinges on the country’s 
economic capability as well as its ability 
to negotiate, both a vociferous domestic 
polity and a complex neighbourhood. 
vvvvvvvvvvvvvvvvvvvvvvvv 
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Service officer. dammuravi@gmail.com

A Global South perspective on foreign affairs
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