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Have we over-engineered the Social Stock 
Exchange? 
 Just three of the seven social exchanges that have been set-up still survive. 
What will it take for such an exchange in India to succeed.  

 
Picture source: KissClipArt                          

If Brazil, South Africa, Portugal, Canada, Singapore, UK and Jamaica can have one, so 
should we. I am talking about a Social Stock Exchange (SSE). The finance minister, in 
her 2019 budget announcement called for the creation of an SSE, and SEBI in its 28 
September board meeting this year, approved the creation of such an exchange.  

Will the exchange take-off? After all, just three of the seven exchanges that were a 
set-up, still survive – these are Canada, Singapore and Jamaica. 

With just over Rs 246 billion spent by corporates on CSR, in FY20, the social sector in 
the country is now deep. Infact this money spent by corporates is just one part. Their 
presence is helping institutionalize the sector, with more innovation, tighter 
measurement of impact, and more robust practices. But there is this other set, of 
over 3.1 million NGOs (in 2015) - from those working to preserve the marine 
ecosystem, to providing free mid-day meals, to improving education outcomes, to 
spreading awareness about pet care and hygiene, the sector is both wide and vibrant.  

https://www.csr.gov.in/index_across.php
https://indianexpress.com/article/india/india-others/india-has-31-lakh-ngos-twice-the-number-of-schools-almost-twice-number-of-policemen/
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The challenge that all is in accessing a steady flow of funds. This determines whether 
the spend on their programmes will wax, wane or cease. At the other end, those 
donating can never be sure of how efficiently the entity is spending money or what a 
social enterprises governance framework is. A solution was needed. 

SEBI on its part, first up a working group, under Ishaat Hussain, which submitted its 
report in May 2020. The working group saw the SSE as ‘not only a place where 
securities and other funding structures are ‘listed’ but also a set of procedures that 
act as a filter, selecting-in only those entities that are creating measurable social 
impact and reporting such impact.’ The committee expected that setting up an SSE 
will bridge the funding gap that the social sector players often run into, 
institutionalizing the measurement, and reporting of social impact and 
mainstreaming the social sector for a wider set of investors.     

The regulator then followed this by setting a technical advisory committee, under 
Harsh Kumar Bhanwala, to dot the i’s and cross the t’s. This group’s report was 
placed for public comments  in May 2021.  Following this, SEBIs board approved 
setting up of SSEs this September, under its regulatory ambit. This technical 
committee detailed the eligibility, registration and listing requirements, the funding 
instruments, disclosure both initially and on an ongoing basis, social audit norms, 
tax-breaks needed etc. In other words, all that is needed to operationalize the 
platform. 

A clarification on the label.  

Social Stock Exchange creates an impression that NGO’s like Pratham, Akanksha, 
Central Square Foundation or PRS Legislative Research will now list and trade. That 
the SSE’s will be set up as a part of the existing exchanges, strengthens this 
impression. The intent however is that the entities that are listed on the SSE are able 
to access ‘donations,’ to help them meet their objectives, through predefined 
instruments. (Though in this period of market excess and irrationality, it is not 
unrealistic to expect such an interpretation. Afterall like many unicorns, these entities 
too are constantly raising money and giving it away, albeit with an altruistic motive).   

Nor is the objective that having donated, the SSE will now provide me with a platform 
to sell my ‘karma’ to the highest bidder at a handsome ‘profit.’  

Further, having called it an exchange, the finance minister then had to turn to SEBI, 
the regulator regulating exchanges. In asking SEBI to steer the process, the finance 
minister propelled SEBI outside its comfort zone. Long used to separating the good 

https://www.sebi.gov.in/reports-and-statistics/reports/jun-2020/report-of-the-working-group-on-social-stock-exchange_46751.html
https://www.sebi.gov.in/reports-and-statistics/reports/jun-2020/report-of-the-working-group-on-social-stock-exchange_46751.html
https://www.sebi.gov.in/media/press-releases/sep-2021/sebi-board-meeting_52976.html
https://www.pratham.org/
https://www.akanksha.org/
https://www.centralsquarefoundation.org/
https://prsindia.org/
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from the bad, SEBI was suddenly asked to focus on the well-meaning.   SEBI very 
competently set up the two committees discussed above to find a solution, and given 
its DNA, then boxed the SSE into a framework that it understands and can regulate.  

And while to an extent the exchange may have been over-engineered, SEBI has also 
allowed for what it calls ‘registered entities.’ This is a part to focus on. Because going 
the full distance will help only the larger and more sophisticated social enterprises 
but pushing for registration and then ‘verifying’ a slew of NGOs will cover more 
ground. The registration will bring greater transparency to their operations as they 
go about disclosing their governance structures and processes, financial parameters 
and publish their impact studies on an ongoing basis. They achieve the desired 
visibility without the full burden of listing.  

NGO Darpan, a database maintained by Niti Ayog has already set the ball rolling. It 
has self-declared data for over 129,000 NGO’s.  

The SEBI regulated exchanges, purveyors of corporate data, can easily take things 
forward from here. The next step for them will be to collect or port this data, validate 
it and layer it with an evaluation framework across well-defined governance and 
financial parameters. This will position the exchange to become a ‘trusted 
connector.’ 

In this role, they can facilitate donors to select causes, geography and effectiveness 
of spend. Allowing public to donate directly, will enhance their offering. True 
focussing just on getting entities to register will not be exploiting the full benefits the 
exchange has to offer, but it has the potential to deliver greatest good to the greatest 
number.  

 

 

A modified version of this blog was published by Business Standard on 21 December 
2021. You can access it by clicking this link: https://www.business-
standard.com/article/opinion/an-over-engineered-social-stock-exchange-
121122001393_1.html 

   

  

 
 
 
 

https://ngodarpan.gov.in/
https://www.business-standard.com/article/opinion/an-over-engineered-social-stock-exchange-121122001393_1.html
https://www.business-standard.com/article/opinion/an-over-engineered-social-stock-exchange-121122001393_1.html
https://www.business-standard.com/article/opinion/an-over-engineered-social-stock-exchange-121122001393_1.html
https://www.business-standard.com/article/opinion/an-over-engineered-social-stock-exchange-121122001393_1.html
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information 
contained herein is solely derived from publicly available data, but we do not represent that it is accurate or 
complete and it should not be relied on as such. IiAS shall not be in any way responsible for any loss or damage 
that may arise to any person from any inadvertent error in the information contained in this report. This 
document is provided for assistance only and is not intended to be and must not be taken as the basis for any 
voting or investment decision or construed as legal opinion/advice. The user assumes the entire risk of any use 
made of this information. Each recipient of this document should make such investigation as it deems necessary 
to arrive at an independent evaluation of the individual resolutions referred to in this document (including the 
merits and risks involved). The discussions or views expressed may not be suitable for all investors. The 
information given in this document is as of the date of this report and there can be no assurance that future 
results or events will be consistent with this information. This information is subject to change without any prior 
notice. IiAS reserves the right to make modifications and alterations to this statement as may be required from 
time to time. However, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS 
would be happy to provide any information in response to specific queries. No copyright infringement is intended 
in the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, employees, 
agents or representatives shall be liable to any person for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of this 
information. The disclosures of interest statements incorporated in this document are provided solely to enhance 
the transparency and should not be treated as endorsement of the views expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information 
should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or 
published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, 
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which 
would subject IiAS to any registration or licensing requirements within such jurisdiction. The distribution of this 
document in certain jurisdictions may be restricted by law, and persons in whose possession this document 
comes, should inform themselves about and observe, any such restrictions. The information provided in these 
reports remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form or for 
any purpose whatsoever by any party without the express written permission of IiAS. 
 
Analyst Certification 
The research analyst(s) responsible for this report certify/ies that no part of his/her/their compensation was, is 
or will be, directly or indirectly related to the views expressed in this report. IiAS’ internal policies and control 
procedures governing the dealing and trading in securities by employees are available at 
https://www.iiasadvisory.com/about. 
 
Conflict Management 
IiAS and its research analyst(s) responsible for this report may hold a nominal number of shares in Dish TV India 
Limited (referred to as the “subject company”) as on the date of this report. A list of IiAS’ shareholding in 
companies is available at https://www.iiasadvisory.com/about. However, IiAS, the research analysts and their 
associates or relatives, do not have any financial interest or actual/beneficial ownership of one per cent. or more 
securities of the subject company, at the end of the month immediately preceding the date of publication of this 
report. Further, a list of shareholders of IiAS as of the date of this report is available at 
https://www.iiasadvisory.com/about. 
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Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to 
providing participants in the Indian market with independent opinions, research and data on corporate 
governance issues as well as voting recommendations on shareholder resolutions of about 900 listed Indian 
companies (https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory 
reports, standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed against the 
company by any of the Regulators or Courts/Tribunals. 
 
The attached article is a general  commentary on market developments.  
 
IiAS confirms that, save as otherwise set out above or disclosed on IiAS’ website, 
• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any 

financial interest in the subject company. 
• IiAS, the research analyst(s) responsible for this report and their associates or relatives, do not have any 

other material conflict of interest in any of the subject company at the time of publication of this report. 
• The subject company has subscribed to IiAS’ services and IiAS has received remuneration from the subject 

company in the past twelve months. 
• None of the research analyst(s) responsible for this report, and their associates or relatives, have received 

any compensation from the subject company or any third party in the past 12 months in connection with the 
provision of services or products (including investment banking or merchant banking or brokerage services 
or any other products and services), or managed or co-managed public offering of securities of the subject 
company. 

• The research analyst(s) responsible for this report has not served as an officer, director or employee of the 
subject company in the past twelve months. 

• A list of shareholders of IiAS as of the date of this report is available at https://www.iiasadvisory.com/about. 
• Neither IiAS nor the research analyst(s) responsible for this report have been engaged in market making 

activity for the subject company. 
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