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of India as the most populous country in the world and its influence on both the global and 13 

European economies. 14 

Design/methodology/approach: This article is conceptual in nature and is based on selected 15 
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Indian policy. 17 

Findings: Analyses of the impact of AI on various areas of the Indian economy indicate that 18 

AI could significantly contribute to GDP growth through integration with various economic 19 
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The implementation of AI-based systems in the Indian economy, however, is a complex 21 

interaction, and the ongoing changes, while promising, require a critical examination of the 22 
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1. Introduction  1 

Artificial Intelligence (AI) is rapidly emerging as a pivotal driver of economic 2 

transformation worldwide, with its influence extending across various sectors to reshape 3 

productivity, employment dynamics, and overall economic growth (Varalakashmi, 4 

Yoganandham, 2024). In India, the integration of AI is particularly critical, given its potential 5 

to significantly enhance GDP growth and catalyze advancements across diverse industries, 6 

including agriculture, manufacturing, and services. This integration is projected to contribute 7 

substantially to the global economy, with AI potentially adding $15.7 trillion by 2030, largely 8 

through enhanced productivity and consumption (Shingare, 2020).  9 

This profound economic impact underscores the imperative for comprehensive research into 10 

AI's specific implications for the Indian economy, where the technology is anticipated to create 11 

133 million jobs globally in the manufacturing sector by 2022 (Sharma et al., 2021). However, 12 

this rapid technological adoption also presents challenges, such as the need to address potential 13 

job displacement in certain sectors and the imperative for upskilling the workforce to meet the 14 

demands of an AI-driven economy (Panigrahi et al., 2024).  15 

Such transformation necessitates a strategic approach to policy formulation, infrastructure 16 

development, and educational reform to harness AI's full potential while mitigating associated 17 

risks (Srivastava, 2018). Therefore, analyzing the current "Tech-tonic Shifts" and their effects 18 

on India's socioeconomic environment is crucial for understanding how AI can drive economic 19 

growth, promote inclusivity, and address societal challenges (Faishal et al., 2023).  20 

This paper will delve into the multifaceted ways AI is catalyzing economic transformation 21 

in India, focusing on its role in driving industrial efficiencies, fostering innovation, and shaping 22 

the future of labor markets within the framework of Industry 4.0 (Dhanabalan, Sathish, 2018). 23 

While AI offers considerable promise for economic growth, it simultaneously poses challenges 24 

such as potential labor displacement and increased wealth disparity, particularly in the initial 25 

stages of technological adoption within emerging economies. 26 

Specifically, emerging economies like India and China could see a 26% impact on existing 27 

jobs due to AI technologies, particularly within the manufacturing sector, which also suggests 28 

a greater scope for technological advancement. This indicates that while AI adoption presents 29 

transformative opportunities for economic growth and industrial innovation, it also requires  30 

a critical examination of its societal implications and the strategic development of policies to 31 

ensure equitable benefits and minimize adverse effects (Banerjee et al., 2023). The nuanced 32 

interaction between AI and India's economic landscape, therefore, demands a meticulous 33 

investigation into how this technology can be leveraged to not only enhance productivity and 34 

competitiveness but also to address socio-economic disparities and foster inclusive growth 35 

(Folorunso et al., 2024).  36 
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2. Methods 1 

This research employs a mixed-methods approach to comprehensively analyze the 2 

multifaceted impact of AI on India's economic transformation, integrating both quantitative 3 

economic modeling and qualitative policy analysis. This methodology allows for a robust 4 

examination of the causal relationships between AI integration and various economic 5 

indicators, alongside a nuanced understanding of the policy frameworks and competitive 6 

dynamics shaping India's AI landscape (Malik et al., 2025).  7 

Specifically, econometric models will be utilized to quantify the macroeconomic effects of 8 

AI adoption, including its influence on GDP growth, employment patterns, and sectoral 9 

productivity (Frigg, Nguyen, 2017). This will be complemented by qualitative policy analysis, 10 

drawing upon government reports, to explore the strategic initiatives and ethical considerations 11 

guiding AI deployment within India's unique developmental context (D’Souza, 2017).  12 

The quantitative dimension of this study will incorporate analyses of key indicators such as 13 

GDP growth rates, employment statistics, income distribution data, and technological adoption 14 

rates in critical sectors (Prabhakar, 2024). The qualitative insights will be derived from  15 

a comprehensive review of policy documents, and academic literature, to contextualize the 16 

quantitative findings and identify emerging trends and challenges in AI governance and 17 

implementation (Abanga, Dotse, 2024).  18 

The qualitative approach further synthesizes existing literature and analyzes relevant 19 

policies to comprehensively understand the current scenario (Bharati, 2025). This mixed-20 

methods design, incorporating both quantitative and qualitative techniques, is consistent with 21 

established research practices for analyzing complex socio-economic phenomena (Swargiary, 22 

2023). This will provide a holistic perspective on the implications of AI on the Indian economy, 23 

reflecting the need for continued focus on building digital capabilities to fully utilize the power 24 

of AI (Kathuria et al., 2020).  25 

Such an approach is deemed optimal for interpreting complex social phenomena,  26 

as it enables extensive interpretations of the emergent contours of AI governance and its 27 

associated capabilities (Larsen, 2022). The study employs an exploratory descriptive research 28 

method to investigate policy frameworks related to AI governance in nations like India, drawing 29 

on secondary data from scholarly journals, e-books, and reports (Sharma, Sharma, 2025).  30 

The quantitative analysis will utilize existing datasets from governmental and financial 31 

institutions to assess macroeconomic indicators such as GDP growth, inflation, investment 32 

rates, and sectoral contributions from 2010 to 2022, thereby identifying causal relationships and 33 

emerging patterns within the Indian economic landscape (Baranidharan, 2023).  34 

This comprehensive approach, employing both statistical methods like regression analysis 35 

and thematic analysis of qualitative data, ensures a rigorous and accurate examination of AI's 36 

multifaceted impact on business efficiency and overall economic performance (Edilia, Larasati, 37 
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2023). The qualitative dimension will involve thematic analysis of policy documents,  1 

white papers, and expert interviews to delineate the strategic initiatives, ethical frameworks, 2 

and societal considerations underpinning India's AI development (Du, 2025). Such dual 3 

analytical framework will facilitate a nuanced understanding of both the demonstrable 4 

economic shifts attributable to AI integration and the strategic policy responses formulated to 5 

manage these transformations within a rapidly evolving technological and socio-economic 6 

environment (Cannavale et al., 2025).  7 

The research integrates literature reviews on AI's transformative potential and algorithmic 8 

accountability, particularly within the Indian context, complementing the quantitative and 9 

qualitative data (P.R. & Gayathri, 2024). This conceptual and exploratory design allows for an 10 

analysis of not only policy outcomes but also the underlying assumptions, political dynamics, 11 

and institutional capacities that shape AI strategies, particularly within resource-constrained 12 

environments (Frimpong, 2025). The research methodology therefore integrates both 13 

explanatory and descriptive approaches, leveraging quantitative data for interrelationships 14 

among variables and qualitative data for comprehensive understanding of the contextual factors 15 

shaping AI adoption and governance (Sharma, 2023).  16 

To conduct the literature review, the Google Scholar and Science Direct databases were 17 

utilized. The search strategy involved specific keywords, including "India", "Indian economy", 18 

"Economic transformation", and "AI in the economy". A concise overview of the various 19 

methodologies and classifications of literature reviews is provided in Table 1. 20 

Table 1. 21 
Types of Literature Review 22 

Type Systematic Semi-systematic Integrative 

Typical purpose Integrate and contrast 

empirical findings from 

diverse studies 

Map the landscape of a 

specific research field and 

analyze its chronological 

progression 

Evaluate the validity and 

quality of findings while 

amalgamating them into  

a unified theoretical 

framework 

Search strategy Systematic May or may not be 

systematic 

Usually not systematic 

Research questions Specific Broad Narrow or broad 

Analysis and 

evaluation 

Quantitative Qualitative/quantitative Qualitative 

Sample 

characteristics 

Quantitative articles Research articles Research articles, books,  

and other published texts 

Examples of 

contribution 

Validated findings of 

research outcomes 

A synthesis of the current 

body of literature and the 

established evidence base 

Taxonomy or classification. 

Theoretical model or 

framework 

Source: own elaboration. 23 

Another method employed in this article is logical analysis. This approach utilizes logical 24 

instruments to differentiate sound arguments—namely, those conforming to the principles of 25 

logic—from those that contravene logical rules. The principles of logic govern the validity of 26 

reasoning across all scientific fields (Waldt, 2020). Moreover, logic and its techniques facilitate 27 
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the identification of the most fundamental structural dimensions of human cognition and 1 

behavior (Bless, 2022). Thought experiments constitute one variant of logical analysis. 2 

Applying the instruments of logical analysis to propositions formulated in natural language is 3 

warranted, as the conventions of such language are themselves governed by logical principles 4 

(Frigg, Nguyen, 2017). One of the key elements of scientific methodology is reasoning.  5 

Logic can be defined as the science of correct patterns of reasoning. An overview of the 6 

different types of logical reasoning used in scientific cognition is presented in Table 2. 7 

Table 2. 8 
General Characteristics of Reasonings 9 

Form of 

reasoning 

Name Characteristics 

Non-defeasible Deduction Deductive reasoning starts from a general premise to reach a specific 

conclusion. It is the type of reasoning used in logical arguments, where 

the conclusions are necessarily true if the premises are true 

Defeasible Quasi-deductive Quasi-deductive reasoning is an informal approach that mimics the 

structure of formal logic to suggest certainty, though it actually depends 

on linguistic simplifications and assumed premises rather than strict 

formal criteria 

Defeasible Counterfactual 

reasoning 

Counterfactual reasoning involves the cognitive analysis of hypothetical 

scenarios—events that never materialized but were possible under 

alternative conditions (Hájek, 2006).  

This form of reasoning is fundamental to rational deliberation and 

strategic choice within disciplines like decision theory and game theory 

Defeasible Plausible 

reasoning 

Plausible reasoning is a non-deductive method that draws likely 

conclusions from partial or inexact observations. Unlike classical logic, 

which requires complete truth sets for absolute certainty, this approach 

produces "best-effort" answers based on current knowledge, allowing 

for future revision or retraction as new evidence emerges 

Defeasible Abduction It is a form of logical inference that seeks the simplest and most likely 

conclusion from a set of observations 

Defeasible Induction Inductive reasoning starts from specific observations to reach a general 

conclusion. It is used in generalization processes, where concrete 

examples are used to reach a broader conclusion 

Source: own elaboration. 10 

To achieve the research goal of identifying the impact of AI on various sectors of the Indian 11 

economy, the following research questions were formulated: 12 

Q1: How do technological, organizational, and cultural prerequisites influence AI adoption 13 

in the Indian economy? 14 

Q2: How does the use of AI impact specific sectors of the Indian economy? 15 

Q3: What are the risks of implementing AI for India's social life? 16 

Q4: What are the opportunities AI offers for addressing socioeconomic inequalities?  17 

This article mainly analyzes the title issue from a theoretical point of view. The aim of this 18 

research is to examine the relationship between AI development and economic growth in 19 

various sectors of the Indian economy, as well as its various economic, ethical, and social 20 

consequences. 21 
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3. General Characteristics of AI's Impact on the Indian Economy 1 

This section critically evaluates extant scholarly work concerning AI's influence on India's 2 

economic and managerial frameworks, drawing insights from studies that analyze its effects on 3 

GDP, employment, and productivity (Jaleel, Kurbonnazarovich, 2024). This review further 4 

examines the socio-economic implications of AI-driven automation on employment patterns, 5 

highlighting findings that indicate a correlation between increased AI adoption and job 6 

displacement, particularly in low- and middle-skilled occupations, while simultaneously 7 

fostering the emergence of high-skilled roles (Ritika, Manju, 2025). Conversely, other research 8 

emphasizes that AI contributes to economic growth in India by enhancing productivity and 9 

fostering innovation (Yadav, 2025). This dual impact necessitates a nuanced understanding of 10 

how AI reallocates labor demand across occupations, as routine-intensive tasks decline while 11 

non-routine cognitive tasks experience increased demand (Prasad, 2025).  12 

Furthermore, the integration of AI within the Indian manufacturing sector, despite its slow 13 

initial implementation, holds significant promise for elevating worker productivity and 14 

achieving the nation's ambitious economic targets (Sharma et al., 2021). This phenomenon 15 

underscores a departure from conventional skill-biased technological change patterns,  16 

as AI's capabilities may complement certain middle-skill occupations while automating some 17 

high-skill cognitive tasks (Ganuthula, Balaraman, 2025). This requires a reassessment of 18 

educational paradigms and workforce development strategies to ensure that the Indian labor 19 

force can adapt to evolving skill requirements and leverage AI-driven tools effectively.  20 

The Indian government acknowledges AI's transformative potential to enhance service 21 

delivery, governance efficiency, and drive economic growth by fostering innovation and 22 

creating new job opportunities (Bansal, Jain, 2023). However, the effective realization of these 23 

benefits hinges on addressing foundational issues such as basic literacy, computer literacy,  24 

and widespread internet connectivity, as posited by proponents of Keynesian economics who 25 

advocate for government intervention to stabilize and advance the economy (Mukherjee, 2022). 26 

Indeed, a successful implementation of AI across various industries requires a concerted effort 27 

from industries, academia, and the government to ensure a holistic approach to technological 28 

integration and societal preparedness (Folorunso et al., 2024). This integrated strategy becomes 29 

particularly vital given that AI adoption in India is projected to significantly influence the 30 

employment landscape by automating routine tasks and fostering new skill requirements.  31 

An analysis using ordinary least squares regression revealed that a 1% increase in  32 

AI adoption correlated with a 0.18% rise in job displacement, predominantly affecting low- and 33 

middle-skilled occupations (Ritika & Manju, 2025). However, other studies suggest that  34 

AI primarily leads to labor reallocation rather than widespread job displacement, with 35 

occupations requiring non-routine cognitive tasks experiencing increased demand (Prasad, 36 

2025). This dichotomy highlights the critical need for robust upskilling and reskilling initiatives 37 
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to prepare the workforce for these evolving demands and to mitigate the adverse effects of 1 

automation (Mukherjee, 2022). Such initiatives are crucial for India, where over 50% of the 2 

current workforce is estimated to require reskilling to maintain employability in an AI-driven 3 

economy (Kumar, 2025).  4 

Moreover, the development of robust educational and training infrastructures is imperative 5 

to equip the workforce with the adaptability and continuous learning capabilities necessary to 6 

thrive amidst rapid technological advancements (Jadhav, Banubakode, 2024). Such situation 7 

necessitates a strategic emphasis on hybrid approaches that blend AI with human expertise, 8 

alongside proactive policies for retraining and redeploying employees impacted by automation 9 

(Herden et al., 2021). These proactive measures are essential to ensuring that AI's integration 10 

into the Indian economy translates into inclusive growth rather than exacerbating existing socio-11 

economic disparities (Carter, Hermansen, 2026). A comprehensive national strategy for AI, 12 

therefore, must encompass not only technological innovation but also significant investment in 13 

human capital development, with a focus on building AI-complementary skills rather than 14 

merely traditional technical capabilities (Ganuthula, Balaraman, 2025).  15 

The government's national strategy for AI highlights the importance of developing a skilled 16 

workforce, promoting research and innovation, and ensuring responsible AI adoption across 17 

various sectors like healthcare, agriculture, and education (Bansal, Jain, 2023). This strategic 18 

framework aims to address critical concerns such as the ethical implications of AI, data privacy, 19 

and algorithmic bias, which are paramount for fostering public trust and ensuring equitable 20 

societal outcomes (Jadhav, Banubakode, 2024). The emphasis on responsible AI aligns with 21 

the broader global discourse on balancing technological advancement with ethical research and 22 

societal well-being (Bhalla et al., 2023). India's approach to AI, therefore, seeks to harness its 23 

transformative potential for economic and social value creation, aiming to add significantly to 24 

its GDP while fostering inclusive development (Hammer, Karmakar, 2021). In fact, the Indian 25 

government has explicitly aimed to integrate AI into its 'Make In India' initiative, positioning 26 

the nation as a hub for AI development and application, thereby supporting domestic 27 

manufacturing and technological self-reliance (Bhalla et al., 2023). This strategic vision, 28 

articulated by NITI Aayog's comprehensive AI strategy, seeks to balance financial impact with 29 

broader societal good by embracing AI for its incremental value across diverse sectors (Marda, 30 

2018).  31 

This strategic approach, which emphasizes public consent in data usage and ethical  32 

AI development, reflects India's unique socio-political values and economic goals (Adigwe  33 

et al., 2024). Unlike the risk-averse model adopted by the European Union, India's governance 34 

style prioritizes innovation and employment, channeling AI applications into critical public 35 

sectors such as healthcare and education (Ijiga et al., 2024; Shetty et al., 2025). Such proactive 36 

stance is further reinforced by the NITI Aayog's objective to leverage AI for economic growth, 37 

social development, and inclusive growth, often framing AI as a tool for "social good" to 38 

address societal challenges and accelerate socioeconomic development (Kathuria et al., 2020; 39 
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Radhakrishnan, 2021). This human-centric approach to AI, emphasizing ethical considerations 1 

and human values, aligns with global discussions on ensuring AI systems are developed, 2 

deployed, and monitored responsibly (Radavoi, 2025).  3 

However, India’s unique economic and cultural context necessitates targeted regulations 4 

that specifically address potential negative consequences of AI, differentiating its approach 5 

from models adopted by other nations (Walter, 2024). For example, while the EU AI Act takes 6 

a centralized, risk-based approach that prohibits certain AI applications, India’s regulatory 7 

landscape is still developing, with fragmented guidelines like the Medical Device Rules, 2017, 8 

and the Indian Council of Medical Research's ethical guidelines addressing AI in specific 9 

sectors like healthcare (Naik, Reddy, 2025).This nascent regulatory framework, characterized 10 

by sector-specific directives, suggests an incremental rather than an overarching strategy 11 

towards AI governance, reflecting a pragmatic balance between fostering innovation and 12 

addressing emergent ethical concerns (Joshi, 2024). Such incremental approach contrasts with 13 

more centralized models seen in other nations, highlighting the necessity for periodic reviews 14 

and holistic impact assessments to ensure comprehensive oversight of AI technologies (Naik, 15 

Reddy, 2025).  16 

4. Results 17 

Initial findings indicate a positive correlation between increased AI adoption rates and GDP 18 

growth, projected to potentially add 1.9 trillion USD to India's GDP by 2035, with 87% of 19 

Indian enterprises actively utilizing AI solutions (Carter, Hermansen, 2026). Concurrently, 20 

qualitative data gleaned from stakeholder interviews and policy document analysis reveal that 21 

while there is strong governmental impetus to position India as a global AI leader, significant 22 

challenges persist regarding data governance, privacy, and the equitable distribution of AI's 23 

economic benefits (Chatterjee, 2020; Gupta et al., 2025). Moreover, a notable disparity exists 24 

in AI adoption and benefits across different sectors and regions within India, reflecting the 25 

extant digital divide (Dangar, 2025). This digital divide is exacerbated by the fact that nearly 26 

half of the Indian population lacks internet access, with women, rural communities,  27 

and Adivasis disproportionately affected (Sun, Chen, 2025).  28 
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 1 

Figure 1. Projected AI contribution to Indian GDP growth over time. 2 

Source: PwC (2018). 3 

This highlights the urgent need for inclusive digital infrastructure development and targeted 4 

interventions to bridge these access gaps, ensuring that the transformative potential of  5 

AI benefits all segments of society, not just privileged demographics. Such efforts are critical 6 

for India's digital economy, which has emerged as a significant driver of economic expansion 7 

and employment generation over the past decade (Madhu, Pujari, 2025; Edilia, Larasati, 2023). 8 

The growth is further characterized by the digital economy's projected contribution of nearly 9 

20% to national income and its role in employing 14.67 million workers with substantially 10 

higher productivity levels compared to other sectors (Madhu, Pujari, 2025). This rapid 11 

expansion underscores the critical need for comprehensive policies that address both the 12 

opportunities and challenges presented by advanced technologies like AI within India's 13 

evolving digital landscape.  14 

Despite the digital divide, India has demonstrated significant progress in leveraging AI for 15 

public service delivery and has developed various initiatives to embed AI across governmental 16 

and societal levels (Bhalla et al., 2023). For instance, the strategic integration of AI in 17 

agriculture through initiatives such as IoT and precision farming has demonstrably boosted 18 

regional GDP and is projected to create substantial employment opportunities by 2024, 19 

particularly attracting younger demographics into the sector. However, realizing the full 20 

potential of AI for inclusive growth in India necessitates addressing persistent disparities in 21 

digital literacy and infrastructure, especially in rural areas, to prevent the exacerbation of 22 

existing socio-economic inequalities (Hazari, Mohan, 2024; Lazanyuk et al., 2025; Saxena, 23 

Kumar, 2025). This includes targeted investments in digital infrastructure, enhancing digital 24 

literacy programs, and fostering equitable access to AI technologies to ensure that all segments 25 
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of the population, particularly those in disadvantaged regions, can participate in and benefit 1 

from the AI-driven economic transformation (Gupta, Kaul, 2024; Nations, 2024).  2 

The ongoing expansion of India's digital economy, fueled by increasing internet penetration 3 

and affordable data, further underscores the imperative for such inclusive policies to ensure 4 

widespread access to AI-driven solutions. This includes promoting digital literacy and 5 

providing accessible digital infrastructure, particularly in rural areas, to bridge the pervasive 6 

digital divide (Sindakis, Showkat, 2024). These foundational steps are crucial for mitigating 7 

issues such as algorithmic bias and data privacy, which are paramount for fostering trust and 8 

ethical deployment of AI in sensitive sectors like banking (Shakyawar, Shakya, 2024).  9 

The integration of AI in critical sectors like banking, while offering transformative potential for 10 

efficiency and financial inclusion, also necessitates a robust regulatory framework to address 11 

inherent complexities such as data security, algorithmic transparency, and consumer protection 12 

(Shakyawar, Shakya, 2024).  13 

These regulatory considerations extend beyond finance to encompass all domains where  14 

AI intersects with public welfare, necessitating a coherent national strategy that balances 15 

innovation with safeguards for accountability and trust (Prakash et al., 2023). Such a framework 16 

is essential for navigating the complex ethical and societal implications of AI, particularly given 17 

India's stated objective to cover AI-related areas with legal regulations to ensure legal certainty 18 

(Cyman et al., 2021). This regulatory clarity is crucial for mitigating potential threats to 19 

emerging economies, like India, which face the dual challenge of job creation for a young 20 

population and ensuring equitable benefits from AI advancements (Vipra, 2020).  21 

The proactive promotion of technology application for implementing regulations and 22 

creating policy frameworks, particularly within the banking sector, under the leadership of 23 

figures like Dr. Raghuram Rajan and Urjit Patel, highlights a governmental commitment to  24 

AI integration (Agarwal et al., 2019; Shaikh et al., 2024). However, the conceptualization of  25 

a strategy significantly precedes its effective implementation, particularly in a nation with 26 

India's demographic scale and rural-urban dichotomy (Tiwari, 2021). To effectively bridge this 27 

implementation gap, comprehensive policy frameworks must move beyond conceptualization 28 

to robust execution, incorporating scalable pilot programs and iterative feedback mechanisms 29 

tailored to India's diverse socio-economic landscape. 30 

5. Discussion 31 

This section delves into the multifaceted implications of AI for India's economic 32 

transformation, synthesizing findings from policy analysis and empirical observations.  33 

It examines how AI can drive economic growth, enhance productivity, and create new 34 

opportunities while also scrutinizing potential challenges such as job displacement, ethical 35 
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dilemmas, and the imperative for comprehensive regulatory frameworks to ensure equitable 1 

and sustainable development. This discussion specifically addresses the technological, legal, 2 

and ethical challenges inherent in regulating AI within India, recognizing the unique context of 3 

its rapidly evolving digital economy (Rathore et al., 2025).  4 

India's rapid AI adoption across sectors like healthcare, finance, and education, while 5 

promising significant innovation and growth, concurrently introduces complex legal and ethical 6 

challenges, including data privacy breaches, algorithmic bias, and accountability deficits for 7 

AI-driven decisions. These concerns necessitate a comprehensive regulatory approach that 8 

addresses the intricacies of AI's rapid growth and complexity, ensuring data protection and 9 

mitigating algorithmic bias (Rathore et al., 2025). The ongoing efforts by various ministries and 10 

agencies to articulate AI policy stances highlight the fragmented nature of current governance, 11 

requiring a more unified and coherent national strategy (Vipra, 2025).  12 

To address this fragmentation, a centralized regulatory framework is essential to streamline 13 

policy implementation, promote interoperability across various AI applications, and establish 14 

clear guidelines for ethical AI development and deployment, particularly within critical 15 

financial sectors (Adeyelu et al., 2024). The proliferation of AI in digital financial services, 16 

especially in underserved regions, further underscores the urgent need for such a unified 17 

strategy to ensure equitable access and prevent the widening of digital divides (Chatterjee, 18 

2020). This centralized framework must balance the imperative for innovation with robust 19 

safeguards for public interest and ethical standards, ensuring transparency, accountability,  20 

and fairness in AI system development and deployment (Walter, 2024).  21 

Such a framework would align with global best practices, wherein countries like India are 22 

positioning themselves as global AI hubs by contributing significantly to AI research and 23 

fostering a thriving start-up ecosystem (Joshi, 2024). This aspirational goal, however, confronts 24 

the practical challenges of establishing robust intellectual property rights and cross-border data 25 

flow regulations within India's current legal infrastructure (Rathore et al., 2025).  26 

These challenges are compounded by the absence of a comprehensive AI-specific legal 27 

framework, leading to a regulatory vacuum that struggles to keep pace with rapid technological 28 

advancements. The existing legal concepts of causation and responsibility, for instance,  29 

are often ill-equipped to address situations involving AI, necessitating significant adaptation of 30 

legal norms to accommodate these technological developments (Hasibuan et al., 2024).  31 

The lack of specific regulatory standards for AI innovations in fintech, alongside the 32 

reliance of AI systems on sensitive personal data, intensifies these issues, raising concerns about 33 

data protection, unauthorized access, and compliance with new laws like the Digital Personal 34 

Data Protection Act, 2023. This legal lacuna is further exacerbated by the fragmented nature of 35 

existing governance landscapes, characterized by a mix of principles-based national strategies 36 

and sector-specific ethical guidelines (Joshi et al., 2026). This disaggregated approach often 37 

results in inconsistencies and gaps, failing to provide a cohesive regulatory environment 38 
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necessary for fostering public trust and mitigating the systemic risks associated with  1 

AI adoption (Arowona, Ganiyu, 2026; Glavina, 2024).  2 

To effectively manage these complexities, a harmonized, comprehensive regulatory 3 

approach is crucial, integrating sector-specific considerations with broader ethical guidelines to 4 

ensure AI development aligns with global public goods and human rights. Such an integrated 5 

framework would draw upon international best practices, such as the EU AI Act's risk-based 6 

approach, while simultaneously tailoring regulations to India's unique socio-economic context 7 

(Bhalla et al., 2024; Joshi et al., 2026). Specifically, the absence of AI-specific legislation 8 

creates substantial challenges concerning liability, data protection, and algorithmic 9 

accountability, necessitating a dedicated legal framework beyond existing acts like the 10 

Information Technology Act and the Digital Personal Data Protection Act (Gupta, George, 11 

2024). While the Digital Personal Data Protection Act, 2023, represents a step towards greater 12 

data privacy, it, alongside the Information Technology Act, 2000, remains insufficient in 13 

addressing the multifaceted complexities introduced by AI technologies (Biju, Gayathri, 2025; 14 

Yadav, Sharma, 2025). 15 

For instance, the Information Technology Act from 2000, despite being India's central 16 

digital law, predates modern AI systems, leading to ambiguities regarding the application of its 17 

provisions to AI-generated contracts and the formation of valid consent by AI agents (Satarkar, 18 

2026). Moreover, the rapid evolution of AI technology, particularly in areas like deep learning 19 

and generative AI, often outpaces the legislative cycle, creating a persistent regulatory gap that 20 

current legal instruments struggle to bridge. The Digital Personal Data Protection Act, while  21 

an advancement in data privacy, still exhibits limitations compared to international benchmarks 22 

like the EU GDPR, particularly concerning robust enforcement mechanisms and explicit 23 

limitations on state surveillance, which are critical in an era of pervasive AI and automated 24 

decision-making (Alibeigi, 2025). This includes the absence of explicit provisions for the right 25 

to explanation for automated decisions, the right to contest algorithmic profiling, or the right to 26 

be forgotten from AI training datasets, which are increasingly recognized as essential user rights 27 

in AI governance (Satarkar, 2026).  28 

Consequently, India's AI policy landscape, despite recent advancements such as the 2024 29 

India AI Mission, still struggles with meaningfully integrating fundamental rights, fairness, and 30 

inclusion into its ethical considerations, often influenced predominantly by private sector 31 

interests (Daly et al., 2019). The absence of explicit statutory frameworks tailored to AI's unique 32 

characteristics—such as its capacity for autonomous learning and decision-making further 33 

complicates the application of existing legal principles, making it challenging to delineate 34 

accountability for AI-driven outcomes (Vipra, 2025). This necessitates a dedicated regulatory 35 

body and specialized tribunals to adjudicate AI-related disputes and interpret evolving legal 36 

principles within the context of artificial intelligence (Joshi, 2024). Such a body could address 37 

issues like algorithmic bias and unpredictable system behavior, which current regulations, 38 
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including the Telecommunications Act, 2023, and the CERT-In Rules, primarily designed for 1 

cybersecurity and data breaches, do not adequately cover (Avinash, 2025).  2 

Moreover, the lack of a horizontal AI law in India exacerbates these issues, leaving  3 

a significant regulatory gap for AI-specific operational incidents like performance degradation 4 

and algorithmic bias (Avinash, 2025). This regulatory deficit is particularly evident when 5 

considering the need for legal frameworks to attribute responsibility for errors or biases 6 

generated by autonomous AI systems (Hasibuan et al., 2024). Furthermore, the lack of  7 

a standardized legal definition for AI, coupled with the rapid iteration of AI technologies, 8 

creates difficulties in establishing clear lines of accountability, particularly in scenarios 9 

involving complex algorithmic interactions and emergent properties (Deo, Singh, 2022).  10 

This calls for a dynamic and adaptive regulatory paradigm, such as active matrix theory or 11 

hybrid regulation, that can evolve alongside AI advancements rather than being perpetually 12 

reactive to them (Sharma, 2023). To mitigate this, India could draw upon international 13 

frameworks that emphasize a human-centric approach to AI, ensuring that ethical 14 

considerations like explainability and accountability are embedded in the AI lifecycle, aligning 15 

with its constitutional mandates (Mukherjee, 2025; Radavoi, 2025).  16 

Such proactive approach would require the establishment of regulatory sandboxes and 17 

interdisciplinary expert panels to continuously evaluate and adapt governance mechanisms to 18 

the rapid technological advancements in AI (Naik, Reddy, 2025). This includes developing 19 

robust frameworks for algorithmic auditing and impact assessments to ensure AI systems are 20 

deployed responsibly and ethically, particularly in high-stakes domains such as healthcare and 21 

finance (Stetler, 2025).  22 

Given the significant ethical considerations, it is crucial to establish clear guidelines for 23 

identifying and mitigating bias in AI systems, especially when they are employed in critical 24 

judicial processes, as evidenced by debates surrounding their use in predicting recidivism 25 

(Srivastava, 2023). Moreover, the establishment of independent fairness assessment 26 

laboratories and standardized AI incident reporting mechanisms is critical for objectively 27 

evaluating and continuously monitoring AI systems for ethical compliance and performance 28 

robustness (Agarwal, Nene, 2025).  29 

These measures would provide necessary safeguards against potential adverse impacts, 30 

ensuring that AI development in India aligns with principles of fairness, transparency,  31 

and accountability, thereby fostering public trust in these transformative technologies (Cheong 32 

et al., 2024). India's "AI for All" strategy and "Responsible AI Principles" demonstrate an initial 33 

commitment to ethical AI development, yet comprehensive legislation is still required to 34 

address the nuances of accountability, privacy, and systemic bias in high-impact AI applications 35 

(Sankaran, 2025).  36 
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6. Conclusion 1 

The present discussion underscores the critical importance of a nuanced regulatory 2 

approach that balances the imperatives of fostering AI-driven innovation with the establishment 3 

of stringent safeguards for data privacy, algorithmic transparency, and equitable access to 4 

technology.  5 

This approach is essential to address potential information asymmetries, adverse selection, 6 

and moral hazards that can arise with the widespread adoption of AI in critical sectors like 7 

finance (Addula et al., 2024). Furthermore, such a regulatory framework must be adaptable and 8 

forward-looking, anticipating the rapid evolution of AI technologies and their multifaceted 9 

impact on economic and social structures (Adeyelu et al., 2024). This necessitates the 10 

development of AI-specific financial regulations, enhanced transparency mandates, and robust 11 

risk management frameworks, drawing lessons from global best practices (Rai, Shekhar, 2025).  12 

A comprehensive regulatory framework must also address concerns surrounding 13 

algorithmic discrimination, accountability for AI-driven decisions, and the protection of digital 14 

personal data, especially within the fintech sector. This includes navigating the complexities of 15 

multilingual data, mitigating biases, and ensuring adherence to ethical guidelines to foster 16 

responsible and inclusive AI adoption in India's financial markets (Raju, 2025). Such strategic 17 

imperative is further highlighted by the rapid growth of India's Reg Tech market, projected to 18 

reach USD 5.31 billion by 2032, underscoring the urgent need for a cohesive and adaptable 19 

regulatory environment that can support this expansion while mitigating emergent risks 20 

(Goswami, 2026).  21 

The growth trajectory needs a proactive regulatory stance that considers cross-sectoral 22 

applications of AI, moving beyond fragmented approaches to establish a unified policy 23 

framework (Vipra, 2020). Such a framework should prioritize the development of tailored 24 

regulations that promote innovation while simultaneously safeguarding market integrity and 25 

consumer protection, especially given the rapid adoption of AI in banking and fintech industries 26 

One effective strategy involves the creation of regulatory sandboxes, allowing fintech 27 

companies to test novel AI-powered products and services in controlled environments under 28 

regulatory oversight, thereby enabling the identification of potential risks and the development 29 

of appropriate responses without stifling innovation. Such a proactive engagement allows 30 

regulators to influence the creation of innovation-friendly regulations, fostering a balanced 31 

financial ecosystem (Jede, Teuteberg, 2025).  32 

Furthermore, continuous collaboration between regulatory bodies, financial institutions, 33 

technology companies, and civil society is crucial for developing robust standards and 34 

guidelines addressing ethical considerations, data privacy, security, and algorithmic bias in  35 

AI applications. This collaborative approach could facilitate the formulation of dynamic 36 

regulatory frameworks that accommodate technological advancements while upholding 37 



Artificial Intelligence and Its Impact… 471 

principles of fairness, transparency, and accountability in AI deployment across various 1 

economic sectors.  2 

This adaptive regulatory posture would enable India to capitalize on the transformative 3 

potential of AI in its financial sector, balancing innovation with the imperative of maintaining 4 

financial stability and consumer trust (Gupta et al., 2024). Such an approach could learn from 5 

international examples where regulatory bodies have implemented frameworks to manage the 6 

risks associated with AI-driven financial markets, such as mandatory reporting of AI-driven 7 

trading activities and strict data privacy standards (Ekundayo, 2024).  8 

Moreover, incorporating explainable AI principles into regulatory frameworks can enhance 9 

transparency in AI-driven decision-making, particularly in critical areas like credit scoring, 10 

allowing stakeholders to understand the rationale behind algorithmic outputs and identify 11 

potential biases. This also involves establishing clear accountability mechanisms for  12 

AI systems, particularly when errors or adverse outcomes occur, to ensure that liability can be 13 

appropriately assigned and redress provided.  14 
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