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Abstract

Indian financial regulators exercise significant quasi-legislative powers, but the pro-
cesses governing how they make regulations remain fragmented. This paper evaluates
the regulation-making frameworks adopted by six financial sector regulators — IRDAI,
IBBI, IFSCA, PFRDA, SEBI, and RBI — against three principles of good regulation-
making: consultation, evidence-based regulation-making, and periodic review. It then
assesses a randomly selected consultation paper issued by each regulator in 2025 against
indicators derived from these principles and each regulator’s own framework.

We find that while all six regulators have adopted some form of instrument, these
instruments vary considerably in legal form, substantive scope, and analytical am-
bition. Regulators operating under more demanding frameworks are more likely to
clearly identify the regulatory problem in their consultation documents. However, this
relationship is not linear: stronger frameworks do not consistently produce stronger
performance on more analytically demanding requirements. No regulator — including
those whose frameworks expressly require it — included a cost-benefit analysis in its
consultation paper, and no regulator assessed available alternatives to direct regulation.
Every regulator failed to comply with at least one of its own procedural requirements.

The paper concludes with five reforms directed at legislative reform, mandatory
regulatory impact assessment, expert committee structures, defined periodic review

cycles, and the use of technology.

*The authors would like to thank Khushi Singh, Vishnu Suresh and Boon Verma for their research
assistance, and Bhavin Patel, Prashant Narang, Amol Kulkarni and Aditya Sai Phutane for their feedback.
All errors remain our own.



Contents

1 Introduction

Principles for good regulation-making

Indian legal frameworks
3.1 Consultations . . . . . . ..
3.2 Evidence-based regulation making . . . . .. .. ..o

3.3 Periodic reviews . . . . . .

Evaluation of consultation papers

4.1 Data and methods . . . . . . . ...
4.2 Summary results . . . ...
4.3 IRDAI Exposure Draft . . . . . . . . ... .. ... ...
4.4 IBBI Discussion Paper . . . . . . . . ... ..
4.5 IFSCA Consultation Paper . . . . . . . . .. ... ... ... ..
4.6 PFRDA Consultation Paper . . . . . .. .. ... ... ... ... ... ..
4.7 SEBI Consultation Paper . . . . . . . . ... ... ... . ... ........
4.8 RBI Circular . . . . .. ..
4.9 Analysis . . . ..

Conclusion
Reforms

Annexure

A.1 Indicators for the IRDAI Exposure Draft . . . . . . .. ... .. ... .. ..
A.2 Indicators for the IBBI Discussion Paper . . . . . . . . ... ... ... ...
A.3 Indicators for the IFSCA Consultation Paper. . . . . . . .. ... ... ...
A.4 Indicators for the PFRDA Consultation Paper . . . . . . . .. ... ... ..
A.5 Indicators for the SEBI Consultation Paper . . . . . . ... ... ... ...
A.6 Indicators for the RBI Consultation Paper . . . . . . ... ... .. ... ..

11
13
15
16

17
18
20
24
24
25
25
26
27
27

29

30



1 Introduction

Indian regulators, like the Securities and Exchange Board of India (SEBI) and the Reserve
Bank of India (RBI), routinely wield significant quasi-legislative powers. For example, Sec-
tion 30 of the Securities and Exchange Board of India Act, 1992 empowers the SEBI Board
to make regulation. In 2024-25, SEBI issued 104 consultation papers, 61 amendments to its
regulations, one new set of regulations, 14 master circulars, and 154 “policy measures.”! Such

regulatory interventions can significantly influence markets and affect economic outcomes.?

In this context, the processes by which regulators design, consult, and review delegated
legislation are of central importance. A major effort to articulate principles for regulatory
governance in India’s financial sector was undertaken by the Financial Sector Legislative
Reforms Commission (FSLRC) in 2013. The FSLRC recognised that financial regulators
routinely exercise delegated legislative authority, and that the legitimacy of this author-
ity depends on transparent, reasoned, and structured decision-making processes.> To this
end, the draft Code proposed by the FSLRC included provisions governing the making of
regulations by financial agencies, including requirements relating to consultation, analysis
of costs and benefits, and periodic review.* As part of the Financial Sector Development
Council Resolution of 24 October 2013, all financial sector regulators agreed to comply with
these procedures on framing regulations.® More recently, the Economic Survey (2024-25)
recommended strengthening regulatory impact assessment processes by regulators.® Also,
the Securities Market Code, 2025 proposes that SEBI be statutorily mandated to undertake
public consultations and conduct periodic reviews.” In March 2026, the Standing Committee

on Finance recommended the introduction of a mandatory and institutionalised framework

1Securities and Exchange Board of India, Annual Report 2024-25 (Annual Report, Securities and Ex-
change Board of India 2025) (https://www.sebi.gov.in/reports-and-statistics/publications/aug-2025/annual-
report-2024-25_96014.html).

2See, for example, on the impact of regulatory interventions on markets: Amol Kulkarni and Renuka Sane,
Prepaid Payment Instruments: How has regulation impacted market outcomes? (Accessed: 2025-10-23, May
2025) (https://blog.theleapjournal.org/2025/05/prepaid-payment-instruments-how-has.html)

3Report of the Financial Sector Legislative Reforms Commission: Volume I — Analysis and Recommen-
dations (March 2013) (https://dea.gov.in/sites/default /files/fslrc_report_voll_1.pdf).

“Ibid.

5Leap Blog, “Regulatory Governance Problems in the Legislative Function at Financial Regulators”
(9 September 2015) (https://blog.theleapjournal.org/2015/09 /regulatory- governance- problems-in.html)
accessed 5 March 2026.

6Ministry of Finance, Government of India, Economic Survey 2024-25) (January 2025) (https://www.
indiabudget.gov.in/budget2024-25 /economicsurvey /doc/echapter.pdf).

"The Securities Markets Code, 2025, Bill No. 200 of 2025, As introduced in Lok Sabha on 18 December
2025.


https://www.sebi.gov.in/reports-and-statistics/publications/aug-2025/annual-report-2024-25_96014.html
https://www.sebi.gov.in/reports-and-statistics/publications/aug-2025/annual-report-2024-25_96014.html
https://blog.theleapjournal.org/2025/05/prepaid-payment-instruments-how-has.html
https://dea.gov.in/sites/default/files/fslrc_report_vol1_1.pdf
https://blog.theleapjournal.org/2015/09/regulatory-governance-problems-in.html
https://www.indiabudget.gov.in/budget2024-25/economicsurvey/doc/echapter.pdf
https://www.indiabudget.gov.in/budget2024-25/economicsurvey/doc/echapter.pdf

for regulatory impact assessment for the Insolvency and Bankruptcy Board of India (IBBI).®
These developments reflect an emerging recognition of the need to implement safeguards

around the exercise of delegated legislative authority.

There are traditional safeguards on delegated legislation in Indian law. Parent statutes of-
ten require delegated legislation to be laid before Parliament,? enabling legislative oversight
after such legislation has been made. In addition, where applicable, Section 23 of the Gen-
eral Clauses Act, 1897 requires prior publication, thereby introducing an opportunity for
public participation. These mechanisms, together with judicial review, perform important
accountability functions, but do not regulate the internal process by which regulators for-
mulate delegated legislation. They do not require regulators to identify the problem that
warrants intervention, consider alternatives, assess costs and benefits, or periodically review

regulations.

The absence of statutory procedures for regulation-making — akin to Section 64A of the
Competition Act, 2002 (the Competition Act), the US Administrative Procedure Act or the
UK’s Financial Services and Markets Act — has meant that financial sector regulators deter-
mine their own processes. As a result, practices differ widely, regulatory interventions lack
clear articulation of the problem to be addressed, and impact assessments and mechanisms
for periodic review are discretionary or absent. In India, there are three types of instruments
- legislation, regulations, and non-binding frameworks - that govern how different regulators

frame regulations.

First, legislation: Section 64A of the Competition Act, 2002 (introduced by way of an
amendment in 2023) requires the Competition Commission of India to “ensure transparency”
when making regulations. More specifically, the CCI is required to publish draft regulations
for public comment, publish a statement of its response to public comments, and periodically

review regulations.'?

Second, regulations: The IBBI was the first of these regulators to issue such regulations
titled, the Insolvency and Bankruptcy Board of India (Mechanism for Issuing Regulations)
Regulations in 2018 (the IBBI Regulations).!! This was followed by the International Finan-

cial Services Centres Authority (Procedure for making regulations) Regulations issued by the

8Standing Committee on Finance, Demands for Grants (2026-27) of the Ministry of Corporate Affairs:
Thirty-First Report (31, Lok Sabha Secretariat 2026).

9See, for example: SEBI Act, Section 31

0Competition Act, 2002, Section 64A.

UTnsolvency and Bankruptcy Board of India (Mechanism for Issuing Regulations) Regulations 2018.
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International Financial Services Centres Authority (IFSCA) in 2021'? and the Pension Fund
Regulatory and Development Authority (Mechanism for Making and Review of Regulations)
Regulations issued by the Pension Fund Regulatory and Development Authority (PFRDA)
in 2024 (the PFRDA Regulations).'3 In 2025, the IFSCA issued a new set of regulations on
regulation-making, titled the International Financial Services Centres Authority (Procedure
for making regulations and subsidiary instructions) Regulations!* (the IFSCA Regulations)
and the SEBI issued the Securities and Exchange Board of India (Procedure for Making,

Amending and Reviewing of Regulations) Regulations (the SEBI Regulations).!®

Third, non-binding frameworks: In 2016, the Insurance Regulatory and Development Au-
thority of India (IRDAI) released a concept note on the mechanism for framing, consultation
and issuing of regulations (the IRDAI Concept Note).!® In 2025, the RBI released a policy
statement with a Framework for Formulation of Regulations (the RBI Policy).!” Such frame-
works are not binding, yet important to study since they signal a regulator’s commitment

to principles of good regulation-making.

This paper provides an overview of the second and third instruments — binding regula-
tions and non-binding frameworks — as adopted by six Indian financial sector regulators:
IBBI, IFSCA, PFRDA, SEBI, IRDAI, and RBI. We find that these regulators have made
progress by adopting frameworks for regulation-making. However, there is significant scope
for improvement in the design and implementation of these frameworks. Moreover, stronger
frameworks are associated with better articulation of regulatory problems in consultation
documents, but do not consistently translate into compliance with more demanding require-

ments such as cost-benefit analysis or impact assessment.

The paper contributes to the emerging literature on regulatory governance in India in three
ways. First, it systematically compares the regulation-making frameworks adopted by six
major financial regulators — IRDAI, IBBI, IFSCA, PFRDA, SEBI, and RBI — highlighting

significant variation in the safeguards that govern the exercise of their quasi-legislative pow-

2International Financial Services Centres Authority (Procedure for Making Regulations) Regulations
2021.

13Pension Fund Regulatory and Development Authority (Mechanism for Making and Review of Regula-
tions) Regulations 2024.

“International Financial Services Centres Authority ((Procedure for making regulations and subsidiary
instructions) Regulations 2025.

15Securities and Exchange Board of India (Procedure for Making, Amending and Reviewing of Regulations)
Regulations 2025.

TRDAI, Concept Note on Mechanism for Framing, Consultation and Issuing of Regulations (2016) (https:
//irdai.gov.in/document-detail?documentId=607418).

1"Reserve Bank of India Framework for Formulation of Regulations 2025.


https://irdai.gov.in/document-detail?documentId=607418
https://irdai.gov.in/document-detail?documentId=607418

ers. Second, it empirically evaluates consultation papers issued by these regulators using a
structured set of indicators derived from principles of good regulation-making. Third, the
paper examines the relationship between the design of regulation-making frameworks and

the quality of consultation documents.

Pre-legislative consultations have been a focus area for research, writing and advocacy.'® For
example, Civis works on bolstering public participation in law-making processes through its
online platform.!® Anand, Shah, and Bedi (2025) examine the quality of India’s rule-making
processes through the lens of “regulatory hygiene.” The authors find that rule-making in
India is frequently ad hoc, with limited evaluation of existing regulations, weak consultation
processes, and little assessment of the economic or social impacts of proposed rules. They
argue that improving regulatory quality requires institutionalising procedural safeguards,
stronger oversight of delegated legislation, and mechanisms for periodic review of existing
regulations.?’ The focus on regulation-making by Indian regulators is also an emerging area of
scholarship. Pattanaik and Sharma (2015) analyse how regulators exercise significant quasi-
legislative powers but the institutional framework lacks clear procedural safeguards such
as structured consultation, cost-benefit analysis, and transparent reasoning.?! Burman and
Zaveri (2016) develop a framework for assessing “regulatory responsiveness” and demonstrate
that consultation practices vary significantly across Indian regulators.?? They find that SEBI
held a formal public consultation process for 10.28% of its legislative instruments issued
between 1 January 2014 and 30 April 2016. A policy brief by CUTS (2018) argues that India
lacks a systematic framework for evaluating the potential impacts of regulations. The policy
brief recommends institutionalising regulatory impact assessment (RIA) through legislation,
establishing dedicated RIA units within ministries and regulatory agencies, and creating
an independent oversight body to review the quality of impact assessments.?® Kelkar and
Shah (2019) argue that consultation papers should be accompanied by an explanation of the

problem sought to be solved (i.e., the market failure) and demonstration that the proposed

18Gee, for example, Dipika Jain, ‘Law-Making by and for the People: A Case for Pre-Legislative Processes
in India’ (2020) 41(2) Statute Law Review 189.

Yhttps:/ /www.civis.vote/

20Bhuvana Anand, Ritika Shah, and Jayana Bedi, Regulatory Hygiene in India (2025) (https://jilsblognujs.
wordpress.com/wp-content /uploads/2025/01 /bhuvana-anand-ritika-shah-and-jayana-bedi_8.pdf).

21Leap Blog (n 5).

22 Anirudh Burman and Bhargavi Zaveri, Regulatory Responsiveness in India: A Normative and Empirical
Framework for Assessment (IGIDR Working Paper, WP-2016-025, Indira Gandhi Institute of Development
Research (IGIDR) 2016) (http://www.igidr.ac.in/pdf/publication/WP-2016-025.pdf) accessed 5 March
2026.

ZBCUTS International, Institutionalising Regulatory Impact Assessment in India (techspace rep, CUTS
Centre for Competition, Investment & Economic Regulation 2013) (https://cuts- ccier.org /pdf/BP-
Institutionalising Regulatory Impact_Assessment_in_India.pdf).


https://jilsblognujs.wordpress.com/wp-content/uploads/2025/01/bhuvana-anand-ritika-shah-and-jayana-bedi_8.pdf
https://jilsblognujs.wordpress.com/wp-content/uploads/2025/01/bhuvana-anand-ritika-shah-and-jayana-bedi_8.pdf
http://www.igidr.ac.in/pdf/publication/WP-2016-025.pdf
https://cuts-ccier.org/pdf/BP-Institutionalising_Regulatory_Impact_Assessment_in_India.pdf
https://cuts-ccier.org/pdf/BP-Institutionalising_Regulatory_Impact_Assessment_in_India.pdf

intervention is the least intrusive option.?*

Section 2 frames the principles of good regulation-making. Section 3 summarises and com-
pares the IBBI Regulations, IFSCA Regulations, PFRDA Regulations, SEBI Regulations,
IRDAI Concept Note, and RBI Policy, and assesses the extent to which they embed these
principles. Section 4 evaluates a randomly selected consultation paper issued by each reg-
ulator in 2025 against both the principles of good regulation-making and each regulator’s
own framework, and identifies patterns across the six regulators. Section 5 concludes, and

Section 6 proposes reforms.

2 Principles for good regulation-making

Kerwin and Furlong (2018) assert that there are three core elements of “rule-making” by
“agencies”: information, participation, and accountability. Information serves as the foun-
dational material, ensuring the public is properly notified as rules are developed and finalized.
Participation is essential, because rules are made by unelected officials, and so public partici-
pation confers democratic legitimacy. Finally, to ensure responsible governance, rule-makers

must remain accountable to the three branches of government.?

A survey of literature and best practices by financial regulators in the United States, United
Kingdom, and Australia reveals that the process for regulators to exercise their quasi-
legislative powers should be guided by three principles: consultation, evidence-based regulation-

making, and periodic review. Each of these principles is explained below.

o Consultations with expert panels and the public: Structured consultations with
domain experts, regulated entities, and the broader public strengthen the legitimacy of
regulation-making by introducing participatory inputs into an otherwise technocratic
process.?% Since financial regulators are unelected bodies, such participation serves as
an indispensable source of democratic legitimacy.?” Moreover, systematically soliciting

feedback enables regulators to gauge the degree of support, contestation, or compliance

24Vijay Kelkar and Ajay Shah, In Service of the Republic: The Art and Science of Economic Policy
(Penguin Allen Lane 2019).

25Cornelius M Kerwin and Scott R Furlong, “The Process of Rulemaking” in Rulemaking: How Govern-
ment Agencies Write Law and Make Policy (5th edn, CQ Press 2018).

26Fabrizio de Francesco Claudio MRadaelli, “Regulatory Impact Assessment” in Robert Baldwin, Martin
Cave, and Martin Lodge (eds), The Ozford Handbook of Regulation (Online edn, Oxford Academic, Oxford
University Press 2010) (https://academic.oup.com/edited-volume/34523).

2"Cornelius M Kerwin and Scott R Furlong, Rulemaking: How Government Agencies Write Law and
Make Policy (5th edn, CQ Press / SAGE July 2018) (https://sk.sagepub.com /book/mono/rulemaking-

Se/toc# =.).


https://academic.oup.com/edited-volume/34523
https://sk.sagepub.com/book/mono/rulemaking-5e/toc#_=_
https://sk.sagepub.com/book/mono/rulemaking-5e/toc#_=_

risk among affected stakeholders — insights that are critical for calibrating regulatory
design, anticipating implementation challenges, and structuring effective monitoring
and enforcement strategies.?®

Consultations also acknowledge the institutional limits of regulators — their bounded
capacity and informational constraints — and provide a structured mechanism to in-
corporate dispersed knowledge and practical experience. Regulated entities and the
interest groups representing them frequently possess precisely the operational informa-
tion that regulators lack.?? By reducing information asymmetry and channelling tech-
nical expertise into the regulation-making processes, consultations enable regulators
to identify unintended consequences, uncover hidden economic burdens on particular
groups such as small businesses, and explore design alternatives that maximise net
benefits while minimising regulatory load. The FCA’s model is illustrative in this re-
gard: it works with six independent statutory panels representing consumers, firms,
and markets, ensuring that its interventions are effective, proportionate, and evidence-
based.

However, while such models can enhance the democratic legitimacy of regulators, they
do not do so automatically and may, if poorly structured, generate risks of bias or
capture that undermine legitimacy. As Braun and Busuioc argue, stakeholder engage-
ment is inherently ambivalent—it can function as both a source of legitimation and
de-legitimation.?® Whether consultations ultimately strengthen or weaken regulatory
authority depends on three interrelated factors: the context in which engagement oc-
curs (including sectoral and institutional conditions), the design of the consultation
process (such as who participates and how input is structured), and the motivations
of regulators and officials (including reputational or strategic considerations).?! In the
absence of careful calibration across these dimensions, engagement mechanisms may
privilege certain interests, introduce systematic biases, or dilute the expertise-based
foundations of regulatory decision-making, thereby eroding rather than enhancing le-
gitimacy.??

Additionally, draft regulations should be published for a defined comment period. Reg-

ulators should additionally publish a response-to-comments statement, transparently

28Kerwin and Furlong, Rulemaking: How Government Agencies Write Law and Make Policy (n 27).

290rganisation for Economic Co-operation and Development, Regulatory Policy and Governance: Sup-
porting Economic Growth and Serving the Public Interest (OECD Publishing 2011) (https://doi.org/10.
1787/9789264116573-en).

30Caelesta Braun and Madalina Busuioc, “Stakeholder engagement as a conduit for regulatory legitimacy?”
(2020) 27(11) Journal of European Public Policy 1599.

31bid.

321bid.


https://doi.org/10.1787/9789264116573-en
https://doi.org/10.1787/9789264116573-en

explaining how inputs were considered, incorporated, or rejected — a practice that
closes the participatory loop and reinforces accountability.3?

o Evidence-based regulation-making: Regulations should be made only when nec-
essary, and upon a reasoned determination that there is a problem that needs to be
addressed and the benefits of the intended regulation outweigh or justify its costs.*
This requires systematic analysis of the relevant market failure and potential regula-
tory interventions.

In their consultation papers, regulators should:

1. Identify the objective of the proposed intervention or the problem or market
failure to be addressed.®® For example, a consultation paper by the Securities and
Exchange Commission (SEC) on mandating electronic filings identifies that paper-
based filing systems are obsolete, costly and inefficient for market participants and
the regulator.3¢

2. Assess whether existing regulations contribute to the problem that the new reg-
ulation aims to solve. As an example, in proposing to “modernise the trading
system and automated trading obligations”, the Australian Securities and Invest-
ments Commission (ASIC) notes the disconnect between the extant rules and the
technology with respect to trading infrastructure and automated trading.?”

3. Identify and assess available alternatives to direct regulation, including doing
nothing.?® For example, a consultation by the Financial Conduct Authority con-
tains an “assessment of options not taken forward” and lists two options, i.e.,

doing nothing and relying on existing rules or waiting for legislative change.?”

33Kerwin and Furlong, Rulemaking: How Government Agencies Write Law and Make Policy (n 27).

340rganisation for Economic Co-operation and Development (n 29).

35 Jon Stern, “The Evaluation of Regulatory Agencies” in Robert Baldwin, Martin Cave, and Martin Lodge
(eds), The Ozxford Handbook of Regulation (Oxford University Press 2010); Report of the Financial Sector
Legislative Reforms Commission: Volume I — Analysis and Recommendations (n 3); Jason A Schwartz,
“Approaches to Cost-Benefit Analysis” in Claire A Dunlop and Claudio M Radaelli (eds), Handbook of
Regulatory Impact Assessment (Edward Elgar Publishing 2017) (https://www.e-elgar.com /shop /gbp/
handbook-of-regulatory-impact-assessment-9781788116114.html); Kelkar and Shah (n 24); James Broughel,
A Primer on Regulatory Impact Analysis (techspace rep, Mercatus Center at George Mason University 2022)
(https://www.mercatus.org/research/policy-briefs/primer-regulatory-impact-analysis).

36Securities and Exchange Commission, Electronic Submission of Certain Materials Under the Securities
Exchange Act of 1934; Amendments Regarding the FOCUS Report (17 CFR Parts 202, 232, 240, 249, and
249Db; Release Nos. 33-11176; 34-97182; 1C-34864; File No. S7-08-23; RIN 3235-AL85, 2023).

37 Australian Securities and Investments Commission, Consultation Paper 386: Proposed amendments to
the ASIC market integrity rules: Trading systems and automated trading (Consultation Paper, Australian
Securities and Investments Commission 2025).

38GStern (n 35); Report of the Financial Sector Legislative Reforms Commission: Volume I — Analysis and
Recommendations (n 3); Schwartz (n 35); Broughel (n 35).

39Financial Conduct Authority and Financial Ombudsman Service, Consultation Paper CP25/22: Mod-
ernising the Redress System (Consultation Paper, Financial Conduct Authority 2025).


https://www.e-elgar.com/shop/gbp/handbook-of-regulatory-impact-assessment-9781788116114.html
https://www.e-elgar.com/shop/gbp/handbook-of-regulatory-impact-assessment-9781788116114.html
https://www.mercatus.org/research/policy-briefs/primer-regulatory-impact-analysis

4. Conduct a cost-benefit analysis.’® For example, the FCA’s consultation paper in-
cludes an annexure with a cost-benefit analysis.*! The SEC’s consultation paper
also includes a section with an economic analysis.*? Such assessments promote
efficient and accountable regulation, improve the allocation of limited state ca-
pacity, and strengthen public and market confidence by enhancing predictability
and adherence to the rule of law. They also act as a stress test for proposed regu-
lations by filtering out disproportionately costly regulations. Such a cost-benefit
analysis may be done by an expert panel, as in the United Kingdom.*3 In this
context, Coates notes that, in financial regulation, precise, quantified analysis is
often unrealistic because of the nature and design of financial markets.** Accord-
ingly, the failure to conduct a cost-benefit analysis is not, by itself, fatal to the
regulation-making process. What must be seen is whether regulators clearly ex-
plain their assumptions, recognise uncertainty, and provide a reasoned qualitative
assessment of costs and benefits. Evidence-based regulation, therefore, depends
on structured reasoning and transparency, even when precise quantification is not
possible.

o Periodic reviews: Periodic review is a critical component of good regulation-making;
it ensures that regulations remain relevant and enables regulators to assess whether
interventions have met objectives, identify unintended consequences, and streamline
redundant or burdensome provisions. Research in the U.S. suggests that regulators are
more likely to conduct periodic reviews when “specifically required by statute, when
the time interval is clear (“every X years”) rather than ambiguous (“periodically”), and
when the agency adapts the periodic review process to cultivate a culture of ongoing

evaluation and updating.”*® Regulatory practice in the U.K. and Australia prescribes

400rganisation for Economic Co-operation and Development (n 29); Report of the Financial Sector Leg-
islative Reforms Commission: Volume I — Analysis and Recommendations (n 3); Broughel (n 35); Robert
Baldwin, “Better Regulation: The Search and the Struggle” in Robert Baldwin, Martin Cave, and Martin
Lodge (eds), The Ozford Handbook of Regulation (Oxford University Press 2010) (https://academic.oup.
com/edited-volume /34523 /chapter/292906090).

“Financial Conduct Authority and Financial Ombudsman Service (n 39).

42Electronic Submission of Certain Materials Under the Securities Exchange Act of 1934; Amendments
Regarding the FOCUS Report (n 36).

43Financial Services and Markets Act 2000, Section 138IA — FCA Cost Benefit Analysis Panel 2000, United
Kingdom Public General Act, 2000 c.8.

44 John CIV Coates, “Cost-Benefit Analysis of Financial Regulation: Case Studies and Implications” (2015)
124(4) Yale Law Journal 882.

45Lori S Bennear and Jonathan B Wiener, “Pursuing Periodic Review of Agency Regulation” [2021] The
Regulatory Review (https://www.theregreview.org/2021/11/09/bennear-wiener-periodic-review/).
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that agencies should periodically review regulations.* The Administrative Conference
of the United States (ACUS) has recommended that the frequency of review should
reflect the pace of change in the regulated sector, the degree of uncertainty about
the regulation’s performance, the volume of implementation issues, and administra-
tive burden.*” In the U.K., the Financial Conduct Authority’s Cost-Benefit Analysis
Panel submits an annual report.*® The Legislation Act, 2003 in Australia has a sunset

provision that requires agencies to review rules every ten years.’

These three principles — consultations, evidence-based regulation-making, and periodic re-
view — serve as the analytical framework for evaluating the Indian regulators’ practice in

the following section.

3 Indian legal frameworks

From 2016 onwards, Indian regulators have progressively formalised how they make their
own regulations: the IRDAI led the way with the IRDAI Concept Note in 2016, followed
by the IBBI in 2018, the IFSCA in 2021 and the PFRDA in 2024. In 2025, IFSCA issued
an updated and expanded framework for making regulations and subsidiary instructions.
This was followed by the SEBI adopting regulations for making, amending, and reviewing
regulations. In the same year, the RBI opted for a non-binding policy framework rather

than enforceable regulations. Table 1 provides an overview of these instruments.

46Department for Business, Innovation & Skills, Regulators’ Code (URN: BRDO/14/705; available online,
April 2014) (https://assets.publishing.service.gov.uk /media/5f4e14e2e90e071c745{{2df/14-705-regulators-
code.pdf); Legislation Act 2003 (Cth), Section 50 (As amended, 2003) (https://www.legislation.gov.au/
C2004A01306/2003-12-04 /compilation#_Toc121600830).

47 Administrative Conference of the United States, Recommendation 2021-2: Periodic Retrospective Re-
view (Published July 8, 2021, July 2021).

48Financial Services and Markets Act 2000, Part 9A: Rules and Guidance (As amended, 2000) (https:
//www.legislation.gov.uk/ukpga/2000/8 /part/9A).

49Legislation Act 2003 (Cth), Section 50 (n 46).
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Table 1 Overview of instruments

This table provides an overview of the instruments governing regulation-making processes at six financial

sector regulators.

Regulator | Date Instrument Instruments covered
IRDAI 16 June 2016 Concept Note on Mecha- | Regulations and amend-
nism for Framing, Consul- | ments thereto

tation and Issuing of Reg-
ulations

IBBI 22 October 2018 | IBBI (Mechanism for Is- | Regulations and amend-
suing Regulations) Regu- | ments thereto

lations, 2018
IFSCA 21 July 2025 IFSCA  (Procedure for | Regulations, subsidiary in-
Making Regulations and | structions, and amend-
Subsidiary  Instructions) | ments thereto
Regulations, 2025
PFRDA 26 April 2024 PFRDA (Mechanism for | Regulations
Making and Review of
Regulations) Regulations,
2024

SEBI 13 February 2025 | SEBI (Procedure for Mak- | Regulations and amend-
ing, Amending and Re- | ments thereto

viewing Regulations) Reg-
ulations, 2025

RBI 7 May 2025 Policy Statement: Frame- | Regulations and amend-
work for Formulation of | ments thereto; directions,
Regulations guidelines,  notifications,

orders, policies, specifica-
tions, and standards

While all regulators now subject regulation-making to some form of procedural framework,

they diverge along two axes: legal form and substantive scope.

On legal form, regulators differ in whether they treat procedural discipline as binding law
or as internal guidance. The IBBI, PFRDA, IFSCA, and SEBI choose the former route,
signalling a commitment to enforceable procedural constraints. The RBI and IRDAI, by
contrast, adopt non-binding approaches, suggesting either a desire to retain discretion or a

reluctance to subject internal processes to enforceable standards.

On scope, at one end, the PFRDA framework is narrowly confined to the making of regu-
lations. The IBBI, SEBI and IRDAI frameworks expand this to include amendments. The
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IFSCA moves further by bringing “subsidiary instructions” within its fold. The RBI adopts
the broadest scope, extending its framework to directions, guidelines, notifications, and other

instruments.

Collectively, the introduction of binding and non-binding frameworks mark a clear shift:
Indian financial regulators no longer treat regulation-making as an opaque function, but
as a process that must be articulated, constrained, and structured. Yet, the divergence in
legal form and scope suggests that this shift is still uneven and incomplete. Where some
regulators have embedded procedural discipline in binding instruments, others continue to
rely on softer, discretionary frameworks. In this context, IFSCA stands out as procedurally
the strongest. It uses binding regulations to govern its regulation-making process, rather
than non-binding frameworks. The applicability of these regulations also extends beyond
regulations and their amendments, and also includes subsidiary instructions—bringing a

wider set of regulatory instruments within its ambit.

3.1 Consultations

All regulators, with the exception of the PFRDA, are required to initiate public consultations
prior to issuing proposed regulations. Table 2 provides an overview of the consultation

requirements applicable to IRDAI, IFSCA, SEBI, RBI, PFRDA, and IBBI.

Table 2 Consultation requirements

This table compares the public consultation requirements across six financial sector regulators. It captures
whether consultation is mandatory or optional, the minimum comment period prescribed, whether
submitted comments are made publicly available, and whether the regulator is required to respond to
comments received.

Regulator Public consulta- | Min. Comments Response
tion days public
IRDAI Mandatory 21 Y Y
IFSCA Mandatory 21 Y Y
SEBI Mandatory 21 N Y
RBI Mandatory 21 N Y
PFRDA Optional 30 Y Y
IBBI Mandatory 21 Y Y

Table 2 sets out the consultation requirements applicable to IRDAI, IFSCA, SEBI, RBI,
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PFRDA, and IBBI. Most regulators—IRDAI, IFSCA, SEBI, RBI, and IBBI-—make public
consultation mandatory, typically with a minimum consultation period of 21 days. This
suggests an emerging baseline expectation that draft regulations should be exposed to stake-
holder scrutiny before finalisation. The PFRDA departs from this pattern in two ways:
consultation is not mandatory, but when undertaken, it prescribes a longer minimum period
of 30 days.

The sharper divergence lies in how regulators handle transparency during and after con-
sultation. IRDAI, IFSCA, IBBI, and PFRDA publish stakeholder comments and provide
responses, creating a more open and traceable consultative process. By contrast, SEBI and
the RBI do not publish comments, even though they do provide responses. This limits

external visibility into the range of views considered.

The consultation frameworks also differ in the extent to which they mandate supporting
institutional mechanisms. The IRDAI Concept Note envisages that public consultation
will take place once an “exposure draft” is approved by the IRDAI Board. The IFSCA
Regulations permit the constitution of independent thematic review committees, the RBI
framework provides for a Regulatory Review Cell, and the PFRDA Regulations permit
the establishment of Internal Review Committees and Regulations Advisory Committees.
The SEBI has recently constituted the External Experts Advisory Committee (EEAC) on
Thematic Review of Regulations.? These provisions are designed to support the consultation

process and enhance the technical quality of regulation-making.

Overall, consultation is now a regular part of regulation-making, but it is not applied in
the same way across regulators. Most follow a common baseline of mandatory consultation
over a set period, yet they differ in how transparent and structured the process is. Some
regulators publish comments and use review bodies to strengthen the process, while others
keep greater control over information and decision-making. Accordingly, while consultation
is embedded in almost every regulator’s framework, its capacity to meaningfully shape reg-
ulatory outcomes depends on how far each regulator is willing to open up its processes to

scrutiny and engagement.

S0SEBI — Public Notices (Accessed: 2026-01-16, 2026) (https://www.sebi.gov.in /sebiweb /home /
HomeAction.do?doListing=yes&sid=6&ssid=25&smid=0).
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3.2 Evidence-based regulation making

Several of these frameworks require regulators to articulate specific justifications when propos-
ing new regulations. For example, Regulation 4 of the SEBI Regulations requires SEBI to
consider and publish “a statement of the regulatory intent and objectives of the proposed
regulations.” Similarly, the IFSCA Regulations require the IFSCA to consider and published
“a statement of the issue that the proposed regulation seeks to address.” As another example,
the RBI’s Policy requires the RBI to consider and publish “guidance from the international

7

standard setting bodies and best practices.” These requirements function as guardrails on

regulators’ quasi-legislative powers by promoting evidence-based decision-making.

Table 3 presents an overview of the information that regulators must publish when issuing

draft regulations.

Table 3 Comparison of requirements across regulators

This table presents an overview of the information that regulators must publish when issuing draft
regulations, across five dimensions: whether the regulator must identify the problem being addressed, state
its regulatory intent, conduct an impact assessment, perform a cost-benefit analysis, and consider
international best practices.

Regulator | Problem | Regulatory intent | Impact assessment | CBA | Intl best practices
IRDAI Y Y N N N
IFSCA Y Y N N Y
SEBI N Y N N N
RBI N Y Y N Y
PFRDA Y N N Y Y
IBBI Y N N Y Y

Table 3 shows a fragmented approach to justification, with no single regulator adopting a

fully comprehensive framework.

At a basic level, most regulatory frameworks converge around identifying the problem and
stating regulatory intent, but even these core elements are not uniform. IRDAI and IFSCA
require both, suggesting a relatively structured articulation of purpose. SEBI, however,
requires only a statement of intent without mandating a clear articulation of the underlying
problem, which weakens the logical foundation of its proposals. Conversely, PFRDA and

IBBI require a statement of the problem but not regulatory intent.

More demanding analytical tools, such as impact assessments and cost-benefit analyses, are

rare: only the RBI requires an impact assessment, and only PFRDA and IBBI mandate
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cost-benefit analysis.”” References to international best practices are required by IFSCA,

RBI, PFRDA, and IBBI, but not by IRDAI or SEBI.

Overall, the table reflects an uneven approach to justification. Some regulators rely on
relatively basic statements of purpose, while others incorporate more structured analytical
requirements. As a result, the extent to which draft regulations are supported by systematic

reasoning differs considerably across regulators.

3.3 Periodic reviews

Indian financial regulators have begun to institutionalise review processes, although the
frequency, structure, and comprehensiveness of these reviews vary. Table 4 summarises the
timelines that each regulator has adopted and the substantive considerations they must

evaluate when reviewing existing regulations.

Table 4 Periodic reviews: Timelines and considerations

This table summarises the timelines that each regulator has adopted for periodic review of existing regula-
tions, and the substantive considerations they must evaluate in doing so.

Regulator Timeline Considerations
IRDAI None specified None specified
IFSCA Five years (a) its objectives; (b) its outcome; (c) experience of its implementation; (d) experience of

its enforcement and related litigation; (e) global best practices, if any; (f) its relevance in a
changed environment; (g) scope for reducing redundancies; (h) promoting ease of doing
business; and (i) any other relevant factor.

SEBI None specified (a) their stated objectives; (b) experience gained through surveillance, supervision and
enforcement actions; (c) relevant court or tribunal orders; (d) global best practices, where
applicable; (e) relevance and needs of a changed environment; (f) reducing redundancies
and promoting ease of doing business; and (g) any other relevant factor.

RBI Five to seven years | (a) the stated objective(s); (b) experience from surveillance, supervision and enforcement
actions; (c) relevant judicial orders; (d) global best practices or international
standard-setting body guidelines; (e) relevance in a changed environment; (f) scope for
reducing redundancies; and (g) any other relevant factor.

PFRDA None specified (a) its objectives and outcomes; (b) enforcement and legal aspects; (c) global best
practices, if any; (d) need for principle-based regulations; and (e) any other relevant
factors.

IBBI Three years (a) its objectives and outcomes; (b) implementation, enforcement and related litigation;

(c) global best practices, if any; (d) relevance in a changed environment; and (e) any other
relevant factors.

The IRDAI Concept Note is silent on periodic review, containing no requirement for revisiting
existing regulations. This omission is consequential: without an institutionalised review
mechanism, regulations risk persisting despite changes in market conditions, enforcement

experience, or objectives.

51The IRDAI Concept Note explicitly acknowledges that cost-benefit analysis has been excluded from the
required contents, on the ground that it requires further understanding.
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IBBI has the most frequent review cycle, requiring reassessment every three years, followed
by IFSCA’s five-year cycle and the RBI’s broader five-to-seven-year window. SEBI and
PFRDA require periodic review but provide no defined timeline, leaving the frequency of
review to discretion. Across these regulators, the considerations guiding review are largely
aligned: regulators evaluate whether the regulation has achieved its objectives, examine im-
plementation and enforcement experience, assess relevant judicial decisions, consider global

best practices, and evaluate redundancy and the scope for reducing burdens.

The analysis in this section reveals substantial variation in the procedural and evidentiary
requirements governing regulation-making. Some frameworks require a clearly articulated
problem statement and cost-benefit analysis, while others mandate only a statement of reg-
ulatory intent. These differences are not merely procedural; they shape the consultation
documents. If a framework imposes minimal evidentiary obligations, a consultation paper
is more likely to provide limited justification for regulatory intervention. Conversely, frame-
works that require structured analysis create stronger incentives for regulators to articulate
the problem and provide evidence. Section 4 examines whether these institutional design

choices are reflected in regulatory practice.

4 Evaluation of consultation papers

This section evaluates how financial regulators operationalise the principles of good regulation-
making discussed in Section 2 and their own frameworks (described in Section 3). Consul-
tation papers are a key stage in the regulation-making process as the primary mechanism
through which regulators articulate the problem to be addressed, present regulatory pro-
posals, and invite feedback from stakeholders. Examining these documents therefore offers
insight into whether regulatory interventions are supported by evidence, whether alternatives

are considered, and whether regulators comply with their own procedural frameworks.

This section proceeds as follows. It first describes the data and methodology, including the
selection of consultation papers, the indicators used for evaluation, and the methodological
limitations that inform the interpretation of the findings. It then evaluates a consultation
paper issued by each of the six regulators against both the principles of good regulation-
making developed in Section 2 and each regulator’s own procedural framework described in

Section 3. The section concludes by identifying broader patterns across the six regulators.
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4.1 Data and methods

In this section, we evaluate a randomly selected consultation paper (or, in the case of IRDAI,

an exposure draft) issued by each regulator in 2025. In particular, we review the following:

« IRDAI Exposure Draft on IRDAI (Internal Insurance Ombudsman) Guidelines, 2025
dated 23 July 2025 (IRDAI Exposure Draft)

« IBBI Discussion Paper — Measures to enhance integrity of the Corporate Insolvency
Resolution Process dated 6 August 2025 (IBBI Discussion Paper)

o [FSCA Consultation Paper on the Pension Fund Regulations dated 4 November 2025
(IFSCA Consultation Paper)

o« PFRDA Consultation Paper on alignment of Valuation Guidelines with the core ob-
jectives of Long-only Funds when investing in Government Securities and calculation
of Net Asset Value dated 17 October 2025 (PFRDA Consultation Paper)

« SEBI Consultation Paper on amendments to SEBI (Issue of Capital and Disclosure
Requirements) Regulations, 2018 dated 13 November 2025 (SEBI Consultation Paper)

o RBI Draft Reserve Bank of India (Non-Banking Financial Company — Scale Based
Regulation) Amendment Directions, 2025 dated 24 October 2025 (RBI Circular)??

For each regulator, we apply a set of indicators derived from two sources: (i) the principles of
good regulation-making discussed in Section 2, applied uniformly across all regulators; and
(ii) each regulator’s own stated framework for regulation-making, which generates regulator-

specific procedural indicators. The full list of indicators is set forth in Annexure A.
This study’s findings should be interpreted in light of several methodological constraints:

First, the evaluation is based on a single randomly selected consultation paper per regulator.
A sample of one document per regulator is a thin basis for drawing generalisable conclusions
about each regulator’s practice. Regulators issue consultation papers at varying frequencies
— SEBI, for instance, issued 104 consultation papers in 2024-25. A single document may
not be representative of that regulator’s typical approach, and it is possible that the selected
document is an outlier in either direction. The empirical findings in Section 4 should therefore
be read as illustrative of the kinds of gaps that exist, rather than as definitive assessments

of each regulator’s overall compliance record.

Second, the indicators applied across regulators are not fully uniform, and draw partly on

52The RBI did not issue a consultation paper to regulations, but instead issued a circular with proposed
amendments to its directions. This reflects a broader practice by the RBI in 2025 of using directions rather
than formal consultation papers to make substantive regulatory changes.
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universal principles of good regulation-making and partly on each regulator’s own procedural
framework. This means that regulators are being assessed against different standards in some
respects, which complicates direct cross-regulator comparison. The summary results in Table

5 should be read with this asymmetry in mind.

Third, the evaluation of the RBI raises a distinct methodological concern. Unlike the other
five regulators, the RBI did not issue a consultation paper for a proposed regulation in the
relevant period; instead, the document evaluated is a circular proposing amendments to
its directions. This reflects a broader pattern identified in the paper, whereby the RBI uses
directions and circulars to make substantive regulatory changes outside of formal consultation
processes. Applying the same evaluative framework to a circular as to a formal consultation
paper may therefore understate the RBI's departure from good regulation-making, because
the relevant question is not only whether the circular satisfies the indicators, but whether a

circular is an appropriate instrument for the regulatory change being proposed at all.

Fourth, this paper evaluates the formal content of consultation documents, and does not
assess the quality or depth of the analysis where it is present. For example, a consultation
paper that includes a cost-benefit analysis is recorded as compliant with that indicator,
regardless of whether the analysis is rigorous or perfunctory. This binary approach means

that the indicators measure formal compliance rather than substantive analytical quality.

19



0¢

4.2 Summary results

Table 5 presents a comparative assessment of six Indian financial regulators—IRDAI, IBBI, IFSCA, PFRDA, SEBI and
RBI—against a set of indicators. These indicators capture whether consultation documents articulate the underlying problem,
evaluate existing regulatory frameworks, consider alternatives, and incorporate analytical tools such as cost—benefit analysis.
The table further examines regulator-specific mandates, including statutory grounding, articulation of regulatory objectives,

and reference to international standards.

Indicator IRDAI | IBBI | IFSCA | PFRDA | SEBI | RBI
Does the consultation paper identify the problem or market failure to be N Y N Y Y Y
addressed?

Does the consultation paper assess whether existing regulations contribute to N Y N Y N N

the problem that the new regulation aims to solve?

Does the consultation paper identify and assess available alternatives to N N N N N N

direct regulation?

Does the consultation paper include a cost-benefit analysis? N N N N N N
IRDAI

Does the exposure draft specify the statutory provision enabling the proposed Y

regulations?

Does the exposure draft include a brief description of the content of the Y

regulations?

Does the exposure draft state the purpose intended to be achieved by the Y

regulation?

Does the exposure draft identify previous circulars, instructions, or guidelines N

on the matter and explain how they are being consolidated?

Is the draft regulation presented in the exact format in which it is intended to N
be notified in the Official Gazette?

Continued on next page
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Indicator

IRDAI

IBBI

IFSCA

PFRDA

SEBI

RBI

Does the exposure draft provide the name and email address of the person to

whom comments should be sent?

Does the exposure draft provide a standard format for submitting comments?

Does the exposure draft specify the deadline for submitting comments?

IBBI

Does the consultation paper attach a draft of the proposed regulations?

Does the consultation paper specify the statutory provision enabling the

proposed regulations?

Does the consultation paper identify the problem to be addressed?

Does the consultation paper include an economic analysis with (i) expected
costs and benefits to stakeholders, economy, the society and the Board,

and(ii) how the proposed regulations further the Act’s objectives?

Does the consultation paper include guidance from international standard

setting bodies and best practices?

Does the consultation paper specify the manner, process and timeline for

receiving public comments?

Does the consultation paper specify the manner of implementation of the

proposed regulation?

IFSCA

Does the consultation paper attach a draft of the proposed regulations?

Does the consultation paper specify the statutory provision enabling the

proposed regulations?

Does the consultation paper set forth the regulatory intent / objective?

Does the consultation paper identify the problem to be addressed?

Continued on next page
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Indicator

IRDAI

IBBI

IFSCA

PFRDA

SEBI

RBI

Does the consultation paper include guidance from international standard

setting bodies and best practices?

PFRDA

Does the consultation paper specify the statutory provision enabling the

proposed regulations?

Does the consultation paper identify the problem to be addressed?

Does the consultation paper attach a draft of the proposed regulations?

2

Does the consultation paper include an economic analysis with (i) expected
costs and benefits to subscribers, stakeholders, economy and the society, (ii)
how the proposed regulations further the Act’s objectives, and (iii) cost of not

having the proposed regulations?

Does the consultation paper include guidance from international standard

setting bodies and best practices?

Does the consultation paper specify the manner, process and timeline for

receiving public comments?

Does the consultation paper specify the manner of implementation of the

proposed regulation?

SEBI

Does the consultation paper attach a draft of the proposed regulations?

Does the consultation paper specify the statutory provision enabling the

proposed regulations?

Does the consultation paper set forth the regulatory intent / objective?

Does the consultation paper specify the manner, process and timeline for

receiving public comments?

RBI

Continued on next page




€¢

Indicator IRDAI | IBBI | IFSCA | PFRDA | SEBI | RBI

Does the consultation paper attach a draft of the proposed regulations? Y

Does the consultation paper specify the statutory provision enabling the N

proposed regulations?

Does the consultation paper set forth the regulatory objective? Y
Does the consultation paper include an impact analysis? N
Does the consultation paper include guidance from international standard N

setting bodies and best practices?

Does the consultation paper specify the manner of implementation of the Y

proposed regulation?

Does the consultation paper specify the timeline for receiving public Y

comments?

Table 5 Performance of regulators across indicators




4.3 TRDAI Exposure Draft

The IRDAI Exposure Draft sets out a proposed framework for Internal Insurance Ombuds-
men and explains how stakeholders can submit comments. It states the objective of the

proposal and describes the key features of the framework.

However, the draft does not clearly explain the problem it seeks to address or examine
whether the existing grievance redress system is inadequate. It does not consider alternative
approaches to regulation or include any cost—benefit or impact analysis. It also does not

place the proposal within the context of earlier regulatory measures.

As a result, while the draft meets basic structural and informational requirements, it does
not satisfy the core principles of evidence-based regulation-making. The absence of a clear
problem statement and alternatives analysis suggests that regulation is treated as necessary
without being fully justified. The lack of impact assessment further limits stakeholders’
ability to evaluate the proposal. This narrows the scope of consultation to commenting on
the proposed design, rather than questioning whether regulation is needed at all. Overall, the
IRDAT’s approach reflects a broader pattern in which consultation is treated as a procedural

step, without sufficient analytical depth in regulatory design.

4.4 1IBBI Discussion Paper

The IBBI Discussion Paper includes an introductory section that specifies the need for
regulation and the manner of submitting public comments, and three proposals. For each
proposal, it includes the following: (i) a statement of the problem, (ii) a proposed solution,

and (iii) the draft regulation.

However, it does not fulfill the principles of evidence-based regulation making because it
does not identify and assess available alternatives to direct regulation or include a cost-
benefit analysis. Moreover, it does not comply with the IBBI Regulations because it does
not include an economic analysis or guidance from international standard setting bodies
and best practices, and it does not specify the statutory provision enabling the proposed

regulations.

This suggests that the paper is well-organised and explicitly identifies problems and pro-
posed solutions. However, its failure to assess alternatives or costs means that regulatory
intervention is treated as self-evidently necessary, rather than as one option among many.

This weakens accountability because stakeholders cannot assess whether regulation is pro-
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portionate. Non-compliance with IBBI’s own regulatory requirements further undermines
the credibility of the consultation process. This suggests that well-designed frameworks are
insufficient unless regulators also institutionalise internal processes to verify that consultation

papers satisfy their own procedural requirements.

4.5 IFSCA Consultation Paper

The IFSCA Consultation Paper includes an introductory section that describes the evolution
and growth of fund management entities, an agenda that sets forth its objectives and a
categorisation of the proposed amendments (e.g. a category of amendments to the proposed
regulations was clarificatory amendments), and the manner of submitting comments. One

of the annexures contains proposed amendments to the regulations.

The IFSCA Consultation Paper does not comply with any of the principles of good regulation-
making, other than to the extent that it relies on market data as evidence of growth. In
particular, the IFSCA Consultation Paper is incomplete in its articulation of the problem
to be addressed. For example, it states that fund management entities are currently facing
operational hassles, but does not elaborate on what these are. The IFSCA Consultation
Paper largely refers to suggestions from an outreach initiative with fund management enti-
ties and “allied industry.” The articulation of a problem is also a requirement in the IFSCA
Regulations. The IFSCA Consultation Paper does not comply with two other requirements
of its own regulations: it does not specify the statutory provision enabling the amendments

and it does not include guidance from international standard setting bodies or best practices.

By failing to clearly articulate the nature of the problem (beyond vague references to “op-
erational hassles”), the IFSCA Consultation Paper deprives stakeholders of the information
needed to meaningfully engage with the proposed amendments. The absence of international
benchmarks further raises concerns about legitimacy, particularly for a relatively new regu-
lator seeking to establish credibility in global financial markets. Notably, these shortcomings
are consistent with the design of the IFSCA framework described in Section 3, which does

not require cost—benefit analysis or impact assessment.

4.6 PFRDA Consultation Paper

The PFRDA Consultation Paper frames objectives and states the background, the current

challenges, the proposed framework, an analysis, and the manner of submitting comments.

The PFRDA Consultation Paper complies with some principles of good regulation-making
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because it identifies the problem to be addressed, assess how existing frameworks contribute
to the problem, and relies on evidence. However, it does not identify and assess available
alternatives to direct regulation or include a cost-benefit analysis. Moreover, the PFRDA

Consultation Paper does not comply with the PFRDA Regulations. It does not:

o Specify the statutory provision enabling the proposed regulations

o Attach a draft of the proposed regulations

+ Include an economic analysis with (i) expected costs and benefits to subscribers, stake-
holders, economy and the society, (ii) how the proposed regulations further the Act’s
objectives, and (iii) cost of not having the proposed regulations

e Include guidance from international standard setting bodies and best practices

o Specify the manner of implementation of the proposed regulation

The PFRDA Consultation Paper does not specify which regulations are proposed to be
amended or analyse the existing regulatory framework. This creates significant ambiguity
as to the scope and effect of the proposed changes, particularly in an complex regulatory
landscape where stakeholders cannot reasonably be expected navigate without this informa-
tion. Without knowing the exact legal text being proposed or amended, stakeholders cannot
meaningfully evaluate the proposal or assess its implications. This undermines the purpose
of a consultation, which is to enable informed feedback on the substance of proposed regu-
lation. In effect, the consultation invites comments on regulatory intent rather than on the
proposed law itself. However, overall, the PFRDA performs better than other regulators in
identifying the problem and relying on evidence, but the absence of a cost—benefit analysis

means that the regulatory choice remains insufficiently justified.

4.7 SEBI Consultation Paper

The SEBI Consultation Paper begins with its objective and contains two parts, each review-
ing different aspects of the SEBI (Issue of Capital and Disclosure Requirements) Regulations,
2018. Each part includes a background, an overview of extant provisions, the need for review,

the rationale, and the proposal.

The SEBI Consultation Paper does not comply with any of the principles of good regulation-
making, other than the requirement to identify the problem to be addressed by the proposed
regulation. It does not assess how existing regulations contribute to the problem, identify and
assess available alternatives, or include a cost-benefit analysis. By identifying the problem

but failing to examine how existing regulations contribute to it or assess alternatives, SEBI
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weakens the quality of stakeholder participation by confining consultation to comments on

a predetermined solution.

This outcome closely mirrors the design of the SEBI framework described in Section 3, which
requires only a statement of regulatory intent and does not mandate identification of the
regulatory problem, cost-benefit analysis, or reliance on evidence. The SEBI consultation
paper therefore appears consistent with the minimum procedural requirements imposed by
the SEBI Regulations. However, it does not comply with the SEBI Regulations to the limited

extent that it does not specify the statutory provision enabling the proposed regulations.

4.8 RBI Circular

The RBI Circular does not comply with any of the principles of good regulation-making, other
than its rather broad articulation of the problem sought to be addressed. It also does not
comply with the RBI Policy because it does not specify the statutory provision enabling the
proposed regulations, or include an impact analysis or guidance from international standard
setting bodies and best practices. It is important to note that the RBI’s Policy functions as

guidance rather than as a legally enforceable procedural requirement.

The RBI Circular risks of normalising “consultation-lite” processes and substantive regulation-
making through instruments such as directions rather than through regulation. By proposing
substantive regulatory changes via a circular, rather than a consultation paper, and omitting
an impact analysis, the RBI limits scrutiny of its underlying assumptions and regulatory pro-
posals. This approach blurs the boundary between clarificatory instruments and delegated

legislation, weakens transparency, and erodes accountability.

4.9 Analysis

The results reveal a gap between the formal existence of regulation-making frameworks and
their actual operationalisation in consultation documents. There are failures at two levels:
compliance with general principles of good regulation-making and compliance with each

regulator’s own procedural requirements.

More broadly, regulators operating under more developed procedural frameworks—particularly
IBBI and PFRDA, which explicitly require problem identification—perform better on basic
problem-definition indicators. Both clearly identify the regulatory problem, and PFRDA
goes further by examining whether existing regulations contribute to it. In contrast, SEBI

and RBI, whose frameworks impose minimal analytical obligations, produce consultation
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documents that are largely limited to statements of regulatory intent, with little substantive
justification. Second, there is inconsistent articulation of the regulatory problem, even at
a basic level. While some regulators—such as IBBI, PFRDA, SEBI, and RBI—identify a
problem, others (notably IRDAI and IFSCA) fail to do so clearly. Even where a problem is
identified, it is often thinly specified and not linked to evidence or to failures in the existing

regulatory framework.

However, stronger frameworks do not necessarily translate into stronger performance on more
analytically demanding requirements. Despite formal mandates, both IBBI and PFRDA fail
to include the economic analysis required by their own regulations. IBBI omits cost—benefit
analysis, while PFRDA fails to provide economic analysis, draft regulations, international
benchmarking, and implementation details. No regulator assesses alternatives to direct reg-
ulation or conducts a cost—benefit analysis. The absence is uniform and not explained by
framework design alone: even regulators whose own frameworks require economic analysis
— IBBI, PFRDA, and RBI — fail to provide it. Their universal absence suggests that regu-
lators do not treat regulation as one option among many, but as the default response. As a
result, consultation processes are narrowed: stakeholders are invited to comment on how to
regulate, but not whether regulation is justified in the first place. This significantly weakens

accountability and the quality of regulation-making.

Moreover, every regulator, without exception, fails to comply with at least one of its own
procedural requirements. The most consistent gap is the failure to specify the statutory
provision enabling the proposed regulation—a basic transparency requirement met only by
IRDAI. This omission raises concerns about the legal legitimacy of the proposed regula-
tion, as stakeholders are not informed of the source of regulatory authority. IBBI omits the
economic analysis mandated by its framework. PFRDA fails to include draft regulations,
economic analysis, implementation guidance, and international benchmarks. IFSCA omits
both the problem statement and international benchmarks required under its framework.
RBI, similarly, does not provide the impact analysis or international benchmarking contem-
plated by its policy. These are not merely formal deficiencies. The absence of draft regulatory
text, as in the case of PFRDA, prevents stakeholders from engaging with the legal substance
of the proposal, limiting consultation to broad regulatory intent. The absence of economic

or impact analysis means that the regulatory choice cannot be independently assessed.

Across all six regulators, consultation papers ostensibly function as instruments for present-
ing pre-determined regulatory proposals, rather than as vehicles for reasoned, evidence-based

decision-making.
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5 Conclusion

Indian financial regulators have taken steps to institutionalise regulation-making processes,

but these efforts remain fragmented, uneven, and insufficiently embedded in practice.

The institutional frameworks governing regulation-making vary considerably in their proce-
dural and substantive requirements. Across the six regulators examined, there is no consis-
tent standard governing what a consultation paper must contain, how long a consultation
must run, whether comments must be published, or how frequently regulations must be
reviewed. The result is a fragmented landscape in which the procedural rigour of regulation-
making depends less on the nature or significance of the regulatory intervention than on

which regulator happens to be making it.

Every regulator evaluated in this study failed to comply with at least one of its own proce-
dural requirements. No regulator — including those whose frameworks explicitly mandate it
— included a cost-benefit analysis in its consultation paper. No regulator assessed available
alternatives to direct regulation. Moreover, most regulators failed to include the statutory
provision enabling the proposed regulation, a basic requirement met only by IRDAI. These
are not minor technical oversights. The absence of a cost-benefit analysis means that the
costs imposed on regulated entities and the broader economy are not systematically weighed
against the benefits of intervention. The absence of an alternatives assessment means that
regulation is treated as the default response to any identified problem, rather than as one
option among many. The absence of a statutory basis means that stakeholders cannot assess
the legal authority under which a regulator is acting. Taken together, these omissions trans-

form consultation from a mechanism for deliberative governance into a procedural formality.

Further, the findings also reveal an important relationship between framework design and
regulatory practice. Regulators operating under more demanding frameworks—particularly
IBBI and PFRDA, which require explicit problem identification—are more likely to articulate
the regulatory problem clearly in their consultation papers. This suggests that framework
design does shape regulatory behaviour. However, this relationship is not linear. Stronger
frameworks do not translate into stronger performance on more analytically demanding
requirements such as cost—benefit analysis or international benchmarking. Notably, the
absence of cost-benefit analysis is universal, including among regulators whose frameworks

expressly require it.

These findings indicate that procedural requirements, on their own, are insufficient to ensure
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analytical quality. Regulators do not consistently comply with their own frameworks, even
where these impose substantive obligations. Where frameworks are minimal—as in SEBI’s
requirement of a statement of regulatory intent—consultation papers tend to lack problem
definition, evidence, and evaluation of alternatives. Where frameworks are non-binding,
as in the RBI’s case, regulators retain flexibility to introduce substantive changes through
instruments such as directions and circulars, bypassing structured consultation. Even where
frameworks are more demanding, as with IBBI and PFRDA, consultation papers continue
to fall short.

6 Reforms

Strengthening the legitimacy and effectiveness of regulation-making requires reforms that
both standardise procedural safeguards and ensure meaningful compliance with them. Ac-

cordingly, we propose the following:

1. Legislative reform: Deficiencies in regulators’ consultative practices underscore the
need for stronger institutionalisation and more consistent adoption of good regulation-
making. Parent statutes should define the scope of a regulator’s quasi-legislative pow-
ers.”® Clear mandates will reduce ambiguity, and prevent proliferation of multiple,
sometimes overlapping, instruments.?® Parent statutes should also define the processes
governing their exercise. For example, the Competition Act requires the CCI to pub-
lish draft regulations on its website and invite public comments for a specified period
before issuing regulations, thereby institutionalising public consultation. The provision
further mandates that the CCI publish a general statement of its response to the com-
ments received, no later than the date on which the regulations are notified, ensuring
accountability. In addition, the CCI is required to periodically review its regulations.
The Securities Market Code Bill, 2025 attempts to do this for SEBI, and proposes
that SEBI ensure transparency in regulation-making through public consultation and
review. It proposes that the Board publish draft regulations on its website and in-

vite public comments for a specified period, a general statement responding to the

53Report of the Financial Sector Legislative Reforms Commission: Volume I — Analysis and Recommen-
dations (n 3).

54See on problems with disguised legislation: KP Krishnan, “Regulation by circulars?” (https://www.
ncaer.org /news /regulation- by-circulars); M S Sahoo and Sumit Agrawal, “Governance by disguised leg-
islation” (https://www.business- standard.com /opinion /columns / governance- by - disguised - legislation -
124052701398_1 . html); Natasha Aggarwal, “SEBI’s dubious crackdown on finfluencers and digital plat-
form regulations” [2024] (https://www.moneycontrol.com /news /opinion /sebis- dubious- crackdown-on-
finfluencers-and-digital-platform-regulations-12870737.html)
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comments, and periodically review its regulations.’® As another example, the Admin-
istrative Procedure Act 1946 (APA) in the United States governs how agencies make,
modify, and publish rules. The APA sets out the notice-and-comment rulemaking pro-
cess, requiring agencies to publish proposed rules, consider public comments, and issue
final rules with a statement of basis and purpose, subject to limited exceptions.?®. In
the United Kingdom, the Financial Services and Markets Act 2000 sets out a struc-
tured rule-making process for the Financial Conduct Authority and the Prudential
Regulation Authority.5”

2. Evidence-based regulation-making: Regulatory impact assessment should be made
mandatory and comprehensive. All consultation papers should be required to iden-
tify the problem or market failure to be addressed, assess whether existing regulations
contribute to it, consider available alternatives including non-intervention, and include
a cost-benefit analysis.

3. Expert committees: All regulators should constitute Regulations Advisory Committees
(RACs) comprising domain experts, legal scholars, and market participants to develop
and review draft regulations. This will improve the quality of drafting and enhance
stakeholder representation. An example of this practice is found at the PFRDA, which
has issued an “Advisory Committee Report on Comprehensive Review of Regulations.”

4. Periodic reviews: All regulators should be required to review their regulations at de-
fined intervals, with a clear methodology specifying which regulations are to be re-
viewed, against what criteria, and within what timeframe.

5. Leveraging technology: Regulators should consider leveraging technology to augment
their regulation-making processes. This may include developing online dashboards
to display all active drafts of consultation papers, stakeholder submissions, and the
regulator’s final response documents; analysing the performance and impact, including
unintended consequences, of regulations over defined periods; and flagging redundant
or conflicting regulations during mandated periodic reviews. Automated tools could
flag consultation papers that omit required elements before publication, reducing the

compliance failures documented in this paper.

55The Securities Markets Code, 2025.
565 USC § 553 — Rulemaking 1946, Administrative Procedure Act, as amended.
STFinancial Services and Markets Act 2000, Part 9A: Rules and Guidance (n 48).
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Annexure

A.1 Indicators for the IRDAI Exposure Draft

1. Does the consultation paper identify the problem or market failure to be addressed?

Does the consultation paper assess whether existing regulations contribute to the prob-
lem that the new regulation aims to solve?
Does the consultation paper identify and assess available alternatives to direct regula-

tion?

4. Does the consultation paper rely on scientific, technical, economic, and other evidence?

5. Does the consultation paper include a cost-benefit analysis?

6. Does the exposure draft specify the statutory provision enabling the proposed regula-

tions?

7. Does the exposure draft include a brief description of the content of the regulations?

8. Does the exposure draft state the purpose intended to be achieved by the regulation?

9. Does the exposure draft identify previous circulars, instructions, or guidelines on the

10.

11.

12.
13.

matter and explain how they are being consolidated?

Is the draft regulation presented in the exact format in which it is intended to be
notified in the Official Gazette?

Does the exposure draft provide the name and email address of the person to whom
comments should be sent?

Does the exposure draft provide a standard format for submitting comments?

Does the exposure draft specify the deadline for submitting comments?

A.2 Indicators for the IBBI Discussion Paper

1. Does the consultation paper identify the problem or market failure to be addressed?

N ot

Does the consultation paper assess whether existing regulations contribute to the prob-
lem that the new regulation aims to solve?

Does the consultation paper identify and assess available alternatives to direct regula-
tion?

Does the consultation paper rely on scientific, technical, economic, and other evidence?
Does the consultation paper include a cost-benefit analysis?

Does the consultation paper attach a draft of the proposed regulations?

Does the consultation paper specify the statutory provision enabling the proposed

regulations?
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8. Does the consultation paper identify the problem to be addressed?

9. Does the consultation paper include an economic analysis with:

10.

11.

12.

o expected costs and benefits to stakeholders, the economy, society, and the Board;
and

« an explanation of how the proposed regulations further the objectives of the Act?
Does the consultation paper include guidance from international standard-setting bod-
ies and global best practices?
Does the consultation paper specify the manner, process, and timeline for receiving
public comments?
Does the consultation paper specify the manner of implementation of the proposed

regulation?

A.3 Indicators for the IFSCA Consultation Paper

1. Does the consultation paper identify the problem or market failure to be addressed?

N e

Does the consultation paper assess whether existing regulations contribute to the prob-
lem that the new regulation aims to solve?

Does the consultation paper identify and assess available alternatives to direct regula-
tion?

Does the consultation paper rely on scientific, technical, economic, and other evidence?
Does the consultation paper include a cost-benefit analysis?

Does the consultation paper attach a draft of the proposed regulations?

Does the consultation paper specify the statutory provision enabling the proposed

regulations?

8. Does the consultation paper set forth the regulatory intent or objective?

9. Does the consultation paper identify the problem to be addressed?

10.

Does the consultation paper include guidance from international standard-setting bod-

ies and best practices?

A.4 Indicators for the PFRDA Consultation Paper

1. Does the consultation paper identify the problem or market failure to be addressed?

Does the consultation paper assess whether existing regulations contribute to the prob-
lem that the new regulation aims to solve?
Does the consultation paper identify and assess available alternatives to direct regula-

tion?
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4. Does the consultation paper rely on scientific, technical, economic, and other evidence?

5. Does the consultation paper include a cost-benefit analysis?

6. Does the consultation paper specify the statutory provision enabling the proposed

regulations?

7. Does the consultation paper identify the problem to be addressed?

8. Does the consultation paper attach a draft of the proposed regulations?

9. Does the consultation paper include an economic analysis covering:

10.

11.

12.

» expected costs and benefits to subscribers, stakeholders, the economy, and society;
o how the proposed regulations further the objectives of the Act; and
o the cost of not having the proposed regulations?
Does the consultation paper include guidance from international standard-setting bod-
ies and best practices?
Does the consultation paper specify the manner, process, and timeline for receiving
public comments?
Does the consultation paper specify the manner of implementation of the proposed

regulation?

A.5 Indicators for the SEBI Consultation Paper

1. Does the consultation paper identify the problem or market failure to be addressed?

N o

Does the consultation paper assess whether existing regulations contribute to the prob-
lem that the new regulation aims to solve?

Does the consultation paper identify and assess available alternatives to direct regula-
tion?

Does the consultation paper rely on scientific, technical, economic, and other evidence?
Does the consultation paper include a cost-benefit analysis?

Does the consultation paper attach a draft of the proposed regulations?

Does the consultation paper specify the statutory provision enabling the proposed

regulations?

8. Does the consultation paper set forth the regulatory intent or objective?

9. Does the consultation paper specify the manner, process, and timeline for receiving

public comments?

A.6 Indicators for the RBI Consultation Paper

1.

Does the consultation paper identify the problem or market failure to be addressed?
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NS Ot

. Does the consultation paper assess whether existing regulations contribute to the prob-

lem that the new regulation aims to solve?

Does the consultation paper identify and assess available alternatives to direct regula-
tion?

Does the consultation paper rely on scientific, technical, economic, and other evidence?
Does the consultation paper include a cost-benefit analysis?

Does the consultation paper attach a draft of the proposed regulations?

Does the consultation paper specify the statutory provision enabling the proposed

regulations?

8. Does the consultation paper set forth the regulatory objective?

9. Does the consultation paper include an impact analysis?

10.

11.

12.

Does the consultation paper include guidance from international standard-setting bod-
ies and best practices?

Does the consultation paper specify the manner of implementation of the proposed
regulation?

Does the consultation paper specify the timeline for receiving public comments?
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