Speech by Shri Damodaran

Shri C.S. Rao, Shri Vepa Kamesam, Members to the Advisory Board, Distinguished invitees, parents of the graduating students, new comers to the Institute, Faculty members and most important of all, students who are here to receive evidence of what they have learnt before they left the Institute, namely, the graduating students.

This is not the first convocation ceremony that I am participating; the first was several decades ago long before most of you were born, that I myself was there in the audience awaiting evidence of my having picked up or learnt, take your choice something in the course of three years of stay in the college that I went too.  Even today I recall that was a very significant day, because until then, I belonged to a large mass of people that had no cares, no worries, no responsibilities and certainly I found myself in the job market, having to earn a living not having to depend on another generation to look after my necessities, comforts, and occasional luxuries, too.

Suddenly, everything has changed but that was several years ago.  I have since then been to a few convocations. My friends like Mr. C.S. Rao and Mr. Kamesam have invited me and what I have taken away from those occasions and what I am sure I will take away from here is the sheer thrill of being, present in the midst, of a number of youngsters who represent the India of tomorrow.  The India that you get out into after you have finished with your studies is vastly different from the India that I got out too after I graduated.  At that point of time, India did not exist on the mental radars of most people outside of India. Many people within India did not know what India was about.  Today, India occupies centre stage in the thought processes lot of people within the country but of people in different corners of world. And let me give you one example and to tell you the kind of country that you belong to in this day and age.   Not very long ago, eight or nine years ago, I spent a month in Japan.  Japan as many of you known is not a country where English is spoken as much as it is in India.  You don’t have too many English newspapers.  I believe that we have far more than we need and what they often put out as news is not what you and I treat as news. But that is a risk that we will have to live with for the rest of our lives and I do not know whether the IIRM teaches you how to manage that kind of risks.  But Japan had just one English newspaper and every morning I used to read it from the mast head to the last line where the publisher signs off, every word, every page, and every paragraph to see whether there was something about India that figured in the newspapers.  During the course of that entire one month, I found one news item and it was on female infanticide in one of the Indian states. That was what in India I had been noticed over a period of one long month by people in another Asian country and you don’t have to guess what people living at further distances and other continents must have thought of India, if at all they did think of India at any point of time.  They saw us as a country with a very large number of people, without a sense of direction, the closed economy, a country that did not know how to leverage its strengths, a country that clearly had lost its way after having been somewhere in the top for several years. 

Several years later, I traveled to Singapore and I picked up a copy of the ‘Straits Times’ and there was a competition in that with a prize attached, which said in a thousand words, can you give suggestions, on how Singapore can live with the emerging challenges of India and China -  and please note the order -  it was not the alphabetical order.  I have brought out a cutting of that paper to reinforce my belief in my own country. How can Singapore measure up the challenges of India and China in the 21st Century. We had moved. The country had moved, and all that happened while you were in school and some of you were in college.  Today you step out into a world in which India is known, known for its strengths, feared for its strengths.  Ten years ago, if some jobs from the United States had moved to India no one would have noticed it.  Today off-shoring of jobs is a major electoral issue because the numbers have added up.  Today Indian companies make acquisitions faster than you and I can take note of those acquisitions.  At some times joke with my friends that everyday you must have a column in the newspapers, listing today’s acquisitions by Indian Companies and they are not in one particular industry, they are cross spectrum, whether it is IT or Pharma or Auto parts or other manufacturing industries.  What does this reflect? It reflects not just a growing economy which is growing at 9% and hopefully will grow at 10% little down the line, it reflects not just a coming of age of a country that had gone to sleep for a while; it reflects a confidence or self-belief, the flexing of muscles that was long overdue.  It is to that country that you are stepping out into.  It is as a part of that nation’s successful endeavour to reach to the top in almost every year, sphere of human activity that you are going to contribute for the rest of your lives; and that is some thing that is hugely positive.  Long years ago an English poet said – talking of the advantages of youth.

He said: “Bliss was to be alive and to be young was very heaven”.
I would like to think to be young and Indian is very heaven, because what we could not achieve, chances and opportunities that we passed up, the occasions where we failed to respond with our potential information or all matters that have passed.  Today you have confidence of a nation that has shown where it belongs to and I compliment you for belonging to that nation you have both the pride as well as the responsibility to keep that tasks going.  You particularly are uniquely privileged.  

There are institutions and institutions. But you can count on your fingers worldwide training institutions that have been set up by a Regulator, by Regulators and a State Government acting in consort to set up an institution is something that is unheard of and ….. I say this with complete confidence because we in SEBI are trying to set up an institution on the outskirts of Mumbai, and when I have talked about it to fellow regulators outside of India, they asked me; “Are our regulators in the business of setting up of training institutions?”   I have only one example to offer them.  I have searched high and low, but this is the only example that I can offer them that regulators had not only set up training institutions, but have set up good, sound, productive training institutions that have produced bright young professionals and since I have the privilege of knowing many of the gentlemen sitting here as well as the lady, I know that this Institute is in extremely in strong hands that these are people who have delivered time and time again no matter what the challenges they have confronted and together they will deliver for this Institute, for you, you and those that come after you, everything that an Institute needs to do, provided  all of you measure up and make that kind of demands on the Institute that will help you to bridge the gap between your potential and your performance.  

You have chosen to be in a very difficult area, financial intermediation is not the easiest of areas. Times have changed.  There was a time long ago and it hasn’t gone away entirely,  when people were sold life insurance, without understanding whether they needed life insurance, only because it was in the financial interest of the person that was selling the product.  There was no concern whatsoever for what that person writing out the cheque or in those days handing over the cash needed.  There was no attempt to understand the clients’ requirements; there was no attempt to explain to the client what the product was and how that product addressed his or her needs.  Whether it was in the area of insurance - or in the area of equity products or debt products or even banking products - products were sold to unsuspecting customers because those products enrich those that sold the products and promise to enrich those that brought into the products without then understanding in what manner they would be addressed.  They were told where the signatures and on occasions thumb impressions were required and nothing more; they were told we will fill the rest of the details; they were not told what they were investing into several of these schemes have fallen by the way side.  You are in the time and age when that kind of thing will not passed must.  Questions will get difficult so the twin challenges of reaching out with products to people in remote corners of India, those that have not access those products and yet need those products.  The related challenge of taking relevant products to people that need those products of sitting with them, understanding the needs and then recommending alternatives, not because those who sell have more to gain that is a challenge of today’s times.  It’s not a challenge that regulators sitting in regulatory offices alone can address.  Whether it is IRDA or in the capital markets area SEBI or anyone else cannot with a handful of people that we have ensured that every product sold to every person is a right product sold to the right person. Who will ensure that, clearly that responsibility must belong to those of you in industry, who graduate from the institutions like this, promoted by regulators, taking away along with your degrees and your knowledge a culture of compliance, a culture of conforming to  value systems, a culture of not mis-selling, of not mis-delivering, of not over-promising and under delivery that something that you and people like you elsewhere will be required to do because when you graduate from the institutions like these, you are expected not merely to work for the employer who pays you the salary at the end of the month, but also fly the flag of the Regulator who has taken the trouble of setting up an Institute, that has given you the opportunity to get into this very promising area.  Therefore, there is the responsibility of taking regulation to your work places in terms of the compliance, the value systems that you will promote in your work places.  This could often result in problems, but that has not been the culture of the organization that you go into and yet I think you owe it to yourselves, you owe it to your parents, you owe it to society and owe it to this country to ensure that you will be part of the fight for compliance for value systems for good governance and everything that positively impacts on stakeholder interests.
The world is experiencing a shortage of skilled manpower.  You will read, especially in economic journals that India is sitting with the huge advantage, which is described as demographic dividend that has compared to all other countries.  We have a population mix with a very large youth force in that population mix, the working force that is capable of delivering, which is not a mix that other countries have. And yet by itself  that is not the magic  … that will solve our problems because you heard it said and you will hear it again and unless that large bodies skilled, unless that large bodies trained, unless it is equipped to deliver what the world needs you to deliver having the numbers will not translate into any positive benefits.  You are the forerunners of that large effort that is being made in this country to skilled people to meet not just the requirements of India, but even the requirements outside of India and therefore in a sense not just is to passing out in one of the early batches, not those privileged to get training before several others did from the Institute like this but also as people with conscious you must ensure that the right kind of climate is created around you for the generations that will follow.  
There is a related area that you will have to address as you go out.  Until today what has happened in the selling of financial products has been product pushing.  There have been persons who understood only single products or sets of products on the same stable and when they told people that this is what you required and you required nothing more than this.  So if it was someone who was selling insurance he told  prospective policy holders that if you bought into insurance you needed no other form of investment, insurance was sold as investment, continuous to be sold as investment. Someone from the mutual fund industry would say 100 rupees out of 100 is best investment in the mutual funds, look at the way the growth has taken place in securities markets, why should you buy insurance, you don’t need insurance, the banker will tell you all of that carries an element of risks that you cannot manage and therefore, why not trust on your investable surpluses to the friendly neighbourhood bankers and don’t invest in other risky classes.  
We are moving away from that.  There is a new body of financial planners that is coming into India; that has come into India and is multiplying its numbers who are persons trained and equipped to sit across customers, discuss with them the specific needs and advice them on how to invest the money, which gives rise to the question that you will have to grapple within your work places. Is there an inherent conflict between those that advise and those that sell? If I am both advisor and seller, as it is happened in the past, is there a conflict of interest that works to the disadvantage of the person that you are dealing with on the other side of the transaction?  The financial planning standards board which is about two years old in this country is now working on providing relatively low cost, everything in life is relative and nothing is absolute, relatively low costs advisors throughout the country who will not enable sell us the products, to push products as in the past, but will ensure that the right products can sold to the right people.  Otherwise, you could have a situation which took place several years ago, close to 40 years ago to be précised 37 years ago of a man who had retired, who was sitting in his house not doing anything much when he realized a development officer visited, it was policy holders week and often wondered what happened to the policy holders the other 51 weeks, but that’s a question that we will pass for the moment.  So, he asked this man who had retired, why are you wasting your time, if you have nothing else to do considering you are a man of some influence in this area, why don’t you become an LIC agent.  So, the newly retired gentlemen took him up on the offer became an LIC agent.  He had a son who was then working in a bank and when that son came to visit him over the week end, he told his son, I have become an LIC agent, I have to sell 40 thousand rupees worth of policies, it was a princely sum in those times taking about close to 40 years ago, why don’t you take a policy for 20 thousand rupees it was a unequal relationship of a father and a son what the law calls rebuttable presumptions of undue interests existed in that transaction.  Therefore, the son without much demur atleast in public he might have protested in private, agreed that he would become a policy holder, the elder gentleman happy with his immediate strike rate, was only a week old, 50% of the annual target had been completed, forgot that he had become an agent, much later he was reminded by the development officer that he only done one policy and reached half your target, you need to do two other policies whereupon he took two other policies in the name of his two other children and paid the entire premium so that he could get a part thereof and keep his agency going into the next year.  We can’t have that kind of a situation, unwilling agents forced into an agency that they did not want, forcing products on unsuspecting children who had gone home over the week end in order to get home food presumably.   How do I know this – it’s my own story and hence I tell you this in some detail.  I won’t tell you what I did with the policies, privately I had mentioned to the Life Insurance Corporation of India.  You can’t have that today; you need to sell it through trained people, to interact people who understand what they are about and who do not do this kind of selling that somebody a young man into his first job went through 37 years ago.  The question today is also who will regulate advisors? We in SEBI have put out a concept paper recently saying that advisors need to be regulated and as soon as we did that we got the first set of comments they had been functioning in an unregulated environment so long and one of that went as far as to say that if you regulate an advise, are you not imposing an unreasonable restriction on my freedom of expression. Don’t I have the right to pass off my ignorance as expert advice without your seeking to regulate it for whatever public purpose you claim to see which I haven’t seen all these years, while I was making the money at the expense of unsuspecting people?  We are attempting to regulate that category we are trying to do that through a self regulatory organization because that we believe is the best way of getting started on this exercise.  We will persuade those that sell more than one product as well as those that regulate products that we don’t regulate that are regulating functions that we don’t regulate to work along side to see that this entire business of giving the advise is regulated and only people do it on a professional basis for a fee.  You will not have the lift man or the taxi driver give you advise on what you need to do with your money that something that we intend getting after sooner rather than later.  We also have the problem of what to do with advise on the media, the media is one of those areas that you have to deal with somewhat gingerly, because the fall out might be much more dangerous than what you intended to tackle, but we have got started on that too.  The point that I am trying to make to my young friends is simply this, the economy is growing there are a whole lot of people that want to be a part of the process of growth given our respective roles will have to enable that part of India to access products that are relevant to access products that are important in the lives which has been kept out of insurance is particularly significant in this context.  You and I will have to deal with a bunch of people that are handed out advice and sold products for the good and not for those that they sought to serve or claimed that they were seeking to serve.  You and I will have to device products that are relevant to parts of India that have’nt seen any of these products.  We have to ensure that service delivery is cheaper than it is today because high costs can prevent the growth on industries and my last point but the most important is this – we will have to swear by compliance, we will have to swear by value systems.  I was told by a Professor once – price is for the moment, value is eternal and that is the message that I strongly endorse to young Indians.  If you subscribe to a value system you will find that there are no losers in the long run, if you subscribe to a system which gives you benefits in the short run you won’t have to wait till the long run to find the fall of what you are doing, the medium run will take care of the misadventures you got started upon.
You are in this for the long period you have just commenced your marathon. Life is not a short sprint.  If you have to be in the race that the marathon is coming to an end, you will have to ensure that you play the game by the rules and not take short cuts that you yet to know.  See yourself as a part of an effort by the regulator and the regulated universe to promote the climate in which people will invest in the right products for the right reasons. That is my hope, that is my prayer and I believe given youth’s commitment to value systems.

I am on the wrong in believing that you need to be persuaded of this, you don’t need persuasion.  I can see it in your faces, I can see that whenever you get to your work situations you will promote the kind of compliance for which all these people have invested their time and their effort.  I wish you good luck and God speed in your endeavour.

The 21st century is .. India’s.  You are the Indians of the 21st century.  Don’t pass up this chance, we did not had this chance of the 20th century, but ensure that you not only have the chance but take that chance, convert every half chance into an opportunity and that is when you will find that the effort as well as success has its own rewards.

Thank you.
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