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Introduction

Generative Al has evolved from a novelty in 2022 into infrastructure that is now powering
commerce, knowledge work, healthcare, agriculture and finance across the globe. The policy
question has now quickly moved past whether to regulate Al to how, at what pace, and to
what extent.

This paper examines India's emerging approach. India has adopted a deliberately calibrated
stance, anchored in sovereign capability-building, existing legal architecture, and soft-law
mechanisms over premature hard-law intervention. At the same time, key regulatory
institutions, notably the Competition Commission of India (CCI), India’s market regulator and
the Ministry of Electronics and Information Technology (MeitY) are quietly preparing the
enforcement architecture to govern Al-driven markets when the time comes.

l. India’s place within the Al Stack

The Al ecosystem operates as a layered stack. At the upstream end sit foundational inputs,
which include data, chips (compute), and cloud computing infrastructure. These feed into large
foundation models, which are general-purpose systems trained on vast datasets. The
downstream layer comprises fine-tuned models, specialised applications, and user-facing
applications.

This architecture is structurally asymmetric. The upstream layers are capital-intensive and
concentrated, with a handful of global technology companies using access to vast data
repositories and expensive cloud infrastructure to lead model development. The downstream
layers are more disaggregated, with startups worldwide building applications on top of the
upstream layer.

Any reasonable Al regulatory framework must acknowledge this asymmetry. A “one-size-fits-
all” approach applied across the full stack could either strangle downstream innovation with
obligations designed for frontier model developers, or fail to address the impact of structural
dominance in the upstream layers. As the CCl's 2025 Al market study,’ notes- the key
competition concerns arise in the interplay between the upstream and downstream layers -
where access to essential inputs is controlled by incumbents, where vertical integration could
potentially give rise to self-preferencing across layers, and where switching costs lock users
into particular ecosystems.

' CCl, Market Study on Atrtificial Intelligence and Competition (2025), available here.
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India’s position in the Al stack is unique and somewhat paradoxical. Its Al talent pool is
reportedly among the world's largest? and India has the fourth largest number of newly funded
Al companies in 2026,3 illustrating the depth of domestic capability at the application layer.
Yet, at the moment, India remains dependent on foreign infrastructure upstream. This
dependence is both economic and strategic, making self-reliance an imperative priority in an
era of intensifying technology competition.

The Indian Government’s response is the IndiaAl Mission, a flagship initiative set up in 2024,
with an outlay exceeding INR 10,000 crore (approximately USD 1.2 billion)* to pursue vertical
integration of the Al value chain. It sets up the supporting framework to develop domestic
capabilities in Al, including developing and deploying indigenous LLMs and domain-specific
foundational models,® providing graphic processing units (GPU) access through public-private
partnerships at approximately INR 65 (less than a US dollar) per GPU-hour (roughly one-third
of the global average),® and establishing AlKosh, a national data-sharing platform offering over
10,000 curated datasets and more than 200 models, lowering entry barriers for domestic
developers.” The IndiaAl Mission also provides funding and scaling support for Al solutions®
and facilitates skill development, expanding the supply of Al talent through data and Al labs
across educational institutions.®

The strategic goal is Sovereign Al, which is the ability to develop, deploy and control Al
capabilities domestically, capturing the economic gains from Al development within India
rather than exporting them to foreign infrastructure providers. As Prime Minister Modi
articulated at the Al Impact Summit 2026 in New Delhi, “Al's promise is best realised only
when its benefits are shared by humanity.”"° The IndiaAl Summit 2026, the first to be held in
the Global South, was itself a statement of this ambition." It shifted the global conversation
on Al from discussions on guarding against the risks of Al to democratizing the development
of and access to Al.

Il. The Geopolitical Dimension

The three major global Al players have each adopted distinct approaches that reflect their
respective competitive positions. The United States, seeking to maintain technological
dominance, has pursued aggressive deregulation, removing regulatory barriers to accelerate

2 The Stanford Al Index 2026 ranks India second globally for Al authors and inventors (after the
United States), and notes that Indian developers are among the top contributors to open-source Al
projects on GitHub. Stanford University Human-Centered Al Institute, Al Index Report 2026 (2026),
available here.

3 Linux Foundation, Al Landscape Report 2026 (2026), available here.

4 Press Information Bureau, “Cabinet approves over Rs 10,300 Crore for IndiaAl Mission, will
empower Al startups and expand compute infrastructure access”, 7 March 2024, available here.
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" Brookings Institution, Sovereignty, Safety, and Scale: Takeaways from the India Al Impact Summit
(March 2026), available here.
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commercial Al development and attract global R&D investment.'? China has deployed state-
directed investment combined with governance frameworks, with a focus on improving the
efficiency of the underlying technology, embedding Al across sectors in a top-down approach
and subsidizing costs through incentive programmes."® Europe has taken a precautionary, ex-
ante approach through the EU Al Act and Digital Markets Act (DMA). However, it appears that
this experiment is not yielding the expected results. Arguably, it has led to delayed product
launches for European users' and increasing compliance burdens that have
disproportionately impacted smaller businesses." In a tacit acknowledgment that Europe’s
multi-layered framework was hampering competitiveness,'® the European Commission
proposed a Digital Omnibus that seeks to roll back compliance timelines across various digital
markets rules, including the Al Act."”

India’s regulatory choices are calibrated against this landscape. It has positioned itself as a
bridge - open enough to attract investment and talent, cautious enough to sharpen the tools
needed to address market harms when they crystallise.'® The India Al Impact Summit 2026’s
Delhi Declaration' encapsulated this posture, committing signatories to the principle that Al's
benefits must be equitably shared. India's positioning at the Summit as the first Global South
host signals its emergence as an independent pole of gravity in global Al governance,
advancing a welfare-oriented, access-focused agenda distinct from both the US deregulatory
model?° and China's state-directed approach.

lll. India's 'Less Is More' Governance Philosophy and Its Legal Architecture

India has deliberately avoided enacting a comprehensive, horizontal Al statute. MeitY's Al
Governance Guidelines, India's most detailed regulatory policy statement so far, adopts a risk-
based approach, targeting potential harms from specific Al applications rather than restricting
the underlying technology.?' Rather than creating new obligations, it embeds Al governance

12 Executive Order 14179, Removing Barriers to American Leadership in Artificial Intelligence, 23
January 2025, available here. See also, White House, America's Al Action Plan (July 2025), available
here.
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Policy Research Institute (2025), available here.
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21 MeitY, Al Governance Guidelines (2024), available here.
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within India's existing legal architecture, distributing oversight across sector-specific regulators
and general-purpose statutes.

This is not regulatory indifference. In February 2026, MeitY issued the IT (Intermediary
Guidelines) Amendment Rules, which define a new category of synthetically generated
content and impose due diligence obligations on platforms enabling its creation. This illustrates
the government's capacity for targeted intervention when harm is identifiable and imminent.?
This calibrated incremental approach preserves flexibility while legislating narrowly and
specifically where harm is clear.

India's current Al governance architecture deploys several existing instruments:

Digital Personal Data Protection Act (DPDPA): The DPDPA?3 and its implementing
rules?* notified on 13 November 2025 mandate clear, itemised user consent and hold
data fiduciaries accountable for automated algorithmic decisions, directly addressing
the personal data collection that underpins most Al systems.

Information Technology Act: Through intermediary liability provisions and MeitY's
advisory powers, platforms can lose legal immunity for failing to remove unlawful Al-
generated content, including deepfakes. The 2026 amendments extend this to
synthetically generated content.?®

Consumer Protection Act: Through various rules, India’s consumer protection laws
target Al-driven market manipulation, including algorithmic pricing biases,
personalised price discrimination, and deceptive dark patterns in user interfaces.?
Competition Act, 2002: Competition law serves as a powerful, technology-agnostic
tool for monitoring the Al ecosystem. The Competition (Amendment) Act 2023
introduces deal-value thresholds for tech (killer) acquisitions and expands its cartel
provisions to include hub-and-spoke cartels, making it better adapted to Al-driven
collusion and strategic acquisitions. The CCI's Al market study and its enforcement
record in digital markets provides the institutional memory to apply competition
analysis to Al-mediated market structures.

Copyright Act, 1957: Unlike other jurisdictions, India has a narrow “fair use” copyright
defense and lacks a statutory text and data mining exemption. The Al-copyright issue
is active, with a lawsuit against OpenAl in the Delhi High Court. The Department for
the Promotion of Industry and Internal Trade (DPIIT) proposes a hybrid solution?” -
mandatory blanket licensing for Al training of all lawfully accessible copyrighted works,
coupled with an obligation on Al developers to pay royalties to a central agency upon
commercialization. With the DPIIT’s proposal attracting criticism, India is still far from
resolving the Al-copyright debate.

22 MeitY, IT (Intermediary Guidelines and Digital Media Ethics Code) Amendment Rules 2026, notified
10 February 2026, available here.

23 MeitY, Digital Personal Data Protection Act 2023, notified 11 August 2023, available here.

24 MeitY, Digital Personal Data Protection Rules, 2025, notified 13 November 2025, available here.
25 |nformation Technology Act, 2000, available here; IT (Intermediary Guidelines) Amendment Rules
2026, available here.

26 Consumer Protection Act 2019, ss. 2(28), 47, available here. Consumer Protection (E-Commerce)
Rules, 2020, notified 23 July 2020, available here. Guidelines for Prevention and Regulation of Dark
Patterns, notified 30 November 2023, available here.

27 DPIIT, “One Nation, One License, One Payment: Balancing Al Innovation and Copyright”,
December 2025, available here.
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e Sectoral Regulators: Regulators such as the Reserve Bank of India and the
Securities and Exchange Board of India have issued sector-specific guidelines
governing Al use in financial services and trading, covering cybersecurity,
transparency, and risk management.?®

The CCl's Al market study highlights the central challenge of this decentralised approach. It
highlights that the Al ecosystem “requires a multidisciplinary approach and inter-regulatory co-
ordination amongst various government departments and regulatory authorities to address
these interconnected issues comprehensively.”?® Without effective coordination, regulatory
gaps could persist and widen, resulting in overlaps that increase compliance burdens and
complexity, or in the worst case, inconsistencies that are ripe for exploitation through
regulatory arbitrage.

MeitY's Al Governance Guidelines propose the establishment of coordination bodies - an Al
Governance and Economic Group for oversight and policy coordination, a Technology and
Policy Expert Committee for technical input, and an Al Safety Institute for safety testing. These
represent an institutional architecture for addressing this challenge.*°

IV. The CClI's Al Market Study and the Self-Audit Framework

The CClI's market study is a thorough analytical framework for Al and competition produced
by any competition authority globally. It identifies five categories of market harm:

e Entry barriers: Access to high-quality training data, GPU and cloud compute
infrastructure is currently concentrated in the hands of a few large global players.

e Algorithmic collusion: Pricing algorithms can autonomously learn to coordinate
prices without direct human involvement. Hub-and-spoke algorithmic pricing, where
competitors use the same pricing tool as a common 'hub', may fall within the
Competition (Amendment) Act 2023's expanded cartel provisions.

e Al-enabled anti-competitive conduct: The study highlights how Al could be used to
potentially automate anti-competitive conduct, exacerbating harms. These include self
preferencing, discriminatory pricing and exploitation of users.

e Lack of transparency: Al 'black boxes' create information asymmetries that impede
regulatory detection of anti-competitive conduct.

The study’s headline recommendation is a voluntary self-audit framework for Al systems, a
deliberate choice that reflects the broader approach articulated by the Central Government.
Where harm is identifiable but not yet crystallised, and where technology evolves faster than
legislation, soft-law compliance mechanisms are more agile than prescriptive rules. The
framework is built around six pillars:®'

e Governance and Oversight: Clear management accountability for Al compliance.

28 Reserve Bank of India, Framework for Responsible and Ethical Enablement of Artificial Intelligence
(2025), available here; Securities and Exchange Board of India, Consultation Paper on Use of AlI/ML
in Securities Markets (2025), available here.

29 CCl, Market Study on Atrtificial Intelligence and Competition (2025).

30 As of publication, MeitY has constituted the Al Governance and Economic Group and the
Technology and Policy Expert Committee.

31 CCl, Market Study on Al and Competition (2025), ch. 7 and Conclusion.
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e Algorithm Design: Review of training data for bias; documentation of design choices
affecting competitive outcomes.

e Testing and Validation: Pre-deployment testing for unintended anti-competitive
effects, including collusive pricing outcomes.

e Monitoring and Control: Continuous monitoring of live algorithms with audit logs
producible in regulatory investigations.

e Transparency: Ability to explain key algorithmic functions to regulators and affected
market participants without exposing commercially sensitive trade secrets.

e Compliance Integration: Aligning Al development with competition law obligations,
and training technical teams on regulatory dimensions of design choices.

The CCI's self-audit framework is significant for three reasons. First, it embeds competition
compliance within the technology development lifecycle rather than treating it as an external
constraint. This is a more sophisticated approach than imposing penalties after the harm has
occurred, that companies could potentially absorb as a cost of doing business. Second, it
creates an audit trail valuable to the CCI in any subsequent enforcement action; a firm that
has not implemented the recommended protocols will struggle to demonstrate that its Al
system’s effects were unintended. Third, it signals the CCl's enforcement priorities to the
market in advance, building a shared understanding of compliance before enforcement
becomes necessary.

The CCI has been explicit that it is ready to act on anti-competitive conduct in Al markets; the
self-audit mechanism is a complement to, not a substitute for, its enforcement powers under
Sections 3 and 4 of the Competition Act.3?

V. The Way Forward: Evidence-Based Regulation

India’s proposed Digital Competition Bill (DCB) is another parallel regulatory thread that could
impact the direction of Al regulation. It originated in 2022 from a recommendation by the
Parliamentary Standing Committee on Finance in 2022,3 which highlighted difficulties with
regulating anti-competitive conduct in digital markets using the existing Competition Act, and
the need for a specific ex-ante regulatory framework akin to the EU’s DMA. The government
then constituted the Committee on Digital Competition Law (CDCL) in February 2023. Led by
the Ministry of Corporate Affairs (MCA), the CDCL submitted its report and a draft DCB in
February 2024 .34

Mirroring the DMA, the DCB relies on quantitative and qualitative designation thresholds to
identify 'Systemically Significant Digital Enterprises' (SSDEs), within identified Core Digital
Services (CDSs). However, the statutory obligations are framed as “principles” that would
require further delegated legislation to actually implement. This regulatory framework allows
the CCI to adapt the obligations across CDSs, and potentially adjust compliance requirements
among SSDEs within a CDS, if required. The DCB’s approach occupies a middle ground that

32 Manu Kaushik, “CCl ready to take action against anti-competitive conduct in Al domain: CCI
chairperson”, Financial Express, 16 March 2026, available here.

33 Parliamentary Standing Committee on Finance, Fifty-Third Report on 'Anti-Competitive Practices by
Big Tech Companies', December 2022, available here.

34 CDCL, Report of the Committee on Digital Competition Law (February 2024), available here.
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is less prescriptive and rigid than the EU’s DMA but broader than the UK'’s firm-specific
approach under the Digital Markets, Competition and Consumer Act (DMCC).

Commentators have argued that the DCB is simultaneously too broad and too vague. The
proposed designation thresholds for SSDEs and the definitions of CDSs are broad enough to
encompass numerous smaller, domestically-focused digital businesses. This unintended
outcome risks over-regulating smaller entities and undermining the DCB's stated purpose of
targeting only truly systemic players. These definitional ambiguities raise the prospect of
imposing ex-ante obligations designed for global hyperscalers on Indian enterprises lacking
the resources to absorb them, directly contradicting India’s Sovereign Al objectives. Beyond
the legislative structure, another thread of critique reflects the principled resistance to ex-ante
legislation, which is seen as hindering the growth of digital economies and diminishing
innovation incentives. The global discussion has evolved from a strong opposition to digital
monopolies to a more measured critique during the two-year period between the DCB's initial
concept and its eventual tabling. This shift is partly due to the emerging consequences of the
EU’s enforcement of the DMA, and also because digital markets regulations are increasingly
being utilized as a diplomatic instrument in bilateral trade negotiations.®

The MCA has responded by initiating a market study to potentially recalibrate the SSDE
thresholds and CDS definitions.*® The study’s objectives include assessing the DCB’s impact
on Indian startups and MSMEs and drawing on international experience to identify best
practices. Its findings will directly inform a revised DCB designed to be “balanced, forward-
looking... foster[ing] innovation while ensuring fairness and competitive neutrality in digital
markets.”’

Meanwhile, the Parliamentary Standing Committee on Finance continues to press for urgency.
In March 2026, it highlighted that the CCI faces persistent challenges in addressing digital
market concentration, compounded by a staffing gap, the need for greater financial and
technical resources, and the ongoing delay in operationalising the DCB. Its recommendations
reframe the Indian government’s “less is more” approach to include proactive monitoring
market concentration, targeted interventions and strengthening regulatory coordination.®® The
underlying message is that India’s decentralised regulatory approach is not a pretext for
indefinite regulatory inaction.

Conclusion

India's Al governance moment is defined by a productive tension between ambition and
caution. The IndiaAl mission represents one thread, as a comprehensive state-led Al
investment program, pursuing the goal of Sovereign Al. The other thread involves a deliberate

35 Hwang Lee, “The Future of the Online Platform Regulation Act in South Korea”, ProMarket, 2
September 2025, available here.

3 MCA, Request for Proposal for Engagement of an Agency to Conduct Market Study on Qualitative
and Quantitative Thresholds for Big Tech Companies and Core Digital Services (3 November 2025),
available here.

37 |bid.

38 Parliamentary Standing Committee on Finance, Report on Demands for Grants (2026-27) of the
Ministry of Corporate Affairs (12 March 2026), available here.
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holding back of hard regulatory frameworks that could constrain the innovation necessary to
realise those capabilities.

The “less is more” philosophy reflects a genuine analytical conviction that proportionate
interventions targeted at identifiable harms are more effective than comprehensive regulatory
architectures designed before the contours of harm are understood in the appropriate national
context. The CCI's Al market study and its self-audit framework represent a sophisticated
articulation of this philosophy in practice - mapping risks, proactively presenting voluntary
compliance mechanisms, and signalling enforcement readiness when harm materialises.

A revised DCB would support this regulatory architecture. The quality of the MCA’s ongoing
market study will determine whether India arrives at a DCB precise enough to target real
market power without inadvertently harming the domestic digital ecosystem it seeks to protect.
The geopolitical stakes could not be higher. In a world where the US and China are contesting
Al leadership, India’s ability to position itself as a responsible, innovation-friendly, and
sovereign Al power is both an economic imperative and a strategic opportunity - and one that
its 'less is more' approach is, for now, well designed to pursue.
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