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Abstract: This paper presents a secondary data-based analysis of the recent impact of Regulatory Technology (RegTech) on
financial compliance, risk management, and regulatory oversight in India. In the backdrop of rapid digitalization, evolving financial
products, and increasing regulatory complexities, RegTech has emerged as a transformative force enabling financial institutions and
regulators to enhance compliance efficiency and reduce operational risk. Drawing upon industry reports, regulatory updates, market
assessments, and academic literature, this study evaluates the effectiveness of RegTech adoption across banking, fintech, and capital
market segments in India, particularly from 2020 to 2024. The analysis reveals that RegTech solutions, including real-time data
analytics, Al-driven reporting, and automated risk assessment tools, have significantly improved regulatory compliance and fraud
detection, especially in the post-pandemic period. Government initiatives such as Digital India and RBI’s regulatory sandbox have
provided a conducive environment for RegTech innovation and integration. At the same time, the study acknowledges the limitations
in infrastructure, data privacy concerns, and interoperability issues that continue to hinder widespread adoption, especially among
smaller financial entities. Overall, the findings suggest that RegTech has moderately strengthened India’s financial regulatory
architecture by promoting transparency, agility, and cost efficiency. The paper concludes with policy recommendations aimed at
fostering inclusive adoption, regulatory standardization, and enhanced public-private collaboration to fully leverage the potential of
RegTech for sustainable and resilient financial governance.
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1: Introduction and transparency of compliance processes. As India progresses
1.1 Background and Rationale-In recent years, the Indian  toward a more digitally integrated financial ecosystem, there is
financial ecosystem has experienced a profound transformation  a clear need to examine how RegTech is being adopted and its
driven by digitization, fintech expansion, and evolving measurable impact on regulatory efficiency and financial
regulatory frameworks. As financial markets grow in  governance.

complexity, regulators and institutions alike face mounting  This study addresses that need by offering a recent analysis of
challenges in ensuring transparency, mitigating risks, and RegTech’s influence in India from 2020 to 2024. It investigates
maintaining compliance. In response to this growing need, the adoption trends, effectiveness, and challenges associated
Regulatory Technology (RegTech) has emerged as a powerful ~ with RegTech solutions across major segments such as banking,
enabler, leveraging technologies like artificial intelligence, fintech, insurance, and capital markets. By focusing on the
machine learning, blockchain, and big data analytics to implementation of technologies like Al, data analytics, and real-
automate, streamline, and improve regulatory processes. time reporting systems, the study seeks to assess how these
Globally, RegTech has gained traction as a strategic tool to  innovations contribute to improved risk management, fraud
enhance compliance efficiency and reduce the cost of regulation.  detection, and compliance with evolving regulatory frameworks.
In India, its relevance is rapidly increasing, particularly in the = The scope of this research encompasses both the institutional
wake of major disruptions like the COVID-19 pandemic, which  initiatives (such as RBI’s regulatory sandbox and SEBI’s
exposed vulnerabilities in traditional compliance mechanisms.  digitization efforts) and the industry response to these
Financial regulators such as the Reserve Bank of India (RBI), developments. The study draws from secondary data sources
the Securities and Exchange Board of India (SEBI), and the including government reports, policy briefs, market research,
Insurance Regulatory and Development Authority of India  and scholarly articles to present a comprehensive overview. It
(IRDAI) have acknowledged the potential of RegTech and aims to provide actionable insights for regulators, financial
begun experimenting with innovation hubs and regulatory institutions, and policymakers to foster a more resilient,
sandboxes to foster its development. transparent, and tech-enabled regulatory environment in India.
2: Need and Scope of the Study 3: Literature Review

The increasing complexity of financial transactions, rapid The adoption of Regulatory Technology (RegTech) has gained
technological evolution, and heightened regulatory expectations ~momentum globally and is progressively transforming the
have created a pressing demand for innovative solutions in  Indian financial regulatory landscape. Scholars and institutions
regulatory compliance. In this context, RegTech has emerged as  have explored the implications of RegTech across compliance
a transformative tool capable of enhancing the speed, accuracy,  automation, risk management, and policy innovation.Arner et al.
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[1] introduced the term “RegTech” as the application of
technology to enhance regulatory processes, emphasizing its
capacity to improve transparency and efficiency in financial
services. Similarly, Zetzsche et al. [2] discussed how RegTech
can improve regulatory compliance by leveraging artificial
intelligence and big data to automate rule interpretation and
reporting.

The role of RegTech in reducing compliance costs has been
explored by Anagnostopoulos [3], who emphasized how
RegTech tools minimize manual intervention in compliance
tasks. Financial institutions, particularly in developing
economies, face resource constraints that RegTech can address
by streamlining regulatory reporting [4], [5].In the Indian
context, the Reserve Bank of India (RBI) [6] has acknowledged
the need for digital transformation and established regulatory
sandboxes to encourage innovation. Research by Ghosh and
Tripathi [7] noted that India’s growing fintech base provides
fertile ground for RegTech applications in areas like KYC,
AML, and fraud detection.

A study by Deloitte [8] highlighted that RegTech solutions
enable financial institutions to meet compliance requirements
more proactively. They argue that RegTech enhances real-time
monitoring and can detect anomalies earlier than traditional
methods. Likewise, PwC’s global insights [9] assert that
RegTech is becoming a critical part of enterprise risk
management frameworks.Further, KPMG [10] identified
machine learning algorithms as central to future RegTech
applications, particularly in high-volume data validation tasks.
The potential of blockchain in RegTech has also been discussed
in academic works, suggesting improved audit trails and
transaction verification [11], [12].

The benefits of automation in compliance were underscored by
Haldane [13], who stated that automated systems reduce the
scope of human error and subjectivity. This view is supported
by Accenture [14], which outlined case studies of successful
RegTech implementation in customer onboarding and fraud
monitoring. Agarwal et al. [15] highlighted how Indian banks are
integrating RegTech to meet evolving RBI mandates. At the
same time, the challenges of data privacy, interoperability, and
cyber threats remain significant, as shown by Kapoor and Singh
[16] and supported by IFC research [17].

Research by the World Bank [18] indicates that regulatory
fragmentation often inhibits the full integration of RegTech
solutions. The same study pointed out the importance of aligning
regulatory  standards to ensure consistency  across
jurisdictions.In India, McKinsey [19] reported that public-
private collaboration has accelerated digital regulatory
innovation. However, Jagtiani and Lemieux [20] caution that
over-reliance on RegTech may increase systemic risk if
underlying algorithms are poorly governed.

SEBI’s discussion papers [21] have stressed the need for
continuous digital supervision frameworks. Similarly, NITI

Aayog [22] recommends scaling up RegTech as part of India’s
Digital India mission to improve public sector transparency.The
role of RegTech in preventing financial crimes is explored by
Sharma et al. [23], who found that Al-based transaction
monitoring significantly reduced false positives in AML
systems. Likewise, Bhattacharya and Dey [24] emphasized its
role in real-time fraud detection.EY’s regulatory outlook [25]
noted a surge in investment in RegTech startups in India, further
supporting the trend of technological evolution in compliance
systems. Additionally, the FSB [26] has urged regulators to
enhance their digital infrastructure to keep pace with industry
changes.

While several studies recognize the positive impact of RegTech,
critics like Jain [27] and Kumar and Mehta [28] argue that its
success in India hinges on digital literacy and regulatory
harmonization. Mishra [29] calls for more pilot studies to assess
RegTech’s localized impact across tier-2 and tier-3 financial
markets. Finally, research by the Institute for Development and
Research in Banking Technology (IDRBT) [30] suggests the
integration of RegTech into core banking infrastructure to create
a more responsive regulatory ecosystem.

Overall, the literature underscores the potential of RegTech to
reshape financial supervision in India but also highlights the
need for supportive policy frameworks, investment in digital
infrastructure, and capacity-building initiatives.

4: Objectives of the Study

This study is undertaken to explore the recent impact of
Regulatory Technology (RegTech) on India’s
regulatory environment. The key objectives are:

financial

1.To examine the role of RegTech in enhancing regulatory
compliance and risk management within India’s financial
institutions, particularly in the post-2020 period.

2.To evaluate the effectiveness of regulatory initiatives and
frameworks (such as the RBI’s innovation sandbox and SEBI’s
digital supervision strategies) in promoting the adoption of
RegTech across the financial sector.

3.To identify the key challenges and limitations associated with
the integration of RegTech in India and propose policy
recommendations to foster a more efficient and technology-
driven regulatory ecosystem.

5: Research Methodology

5.1 Research design

he present study adopts a descriptive and analytical research
design to investigate the recent developments and impact of
Regulatory Technology (RegTech) within India’s financial
regulatory framework. This design 1is appropriate for
understanding the nature, scope, and implications of RegTech as
it allows for systematic analysis of existing data and literature.
The descriptive aspect of the research focuses on outlining the
current landscape of RegTech in India—its definitions,
applications, regulatory initiatives, and industry responses. The
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analytical aspect involves critically evaluating the effectiveness
of RegTech in enhancing compliance efficiency, reducing
regulatory costs, and mitigating risks. The research further
analyzes the role of policy frameworks and government-led
initiatives in accelerating RegTech adoption. Challenges such as
technological infrastructure, data privacy, and regulatory
coordination are also examined.

5.2 Data Sources

This study is based entirely on secondary data collected from a
wide range of credible and authoritative sources to ensure depth
and reliability in the analysis of RegTech’s impact in India. Key
data sources include official publications from regulatory bodies
such as the Reserve Bank of India (RBI), Securities and
Exchange Board of India (SEBI), and the Insurance Regulatory
and Development Authority of India (IRDAI). These include
annual reports, policy circulars, regulatory guidelines, and
innovation sandbox documentation, which provide insights into
the evolving regulatory framework and institutional initiatives
supporting RegTech adoption. Additionally, government policy
papers from NITI Aayog and updates under the Digital India
initiative were reviewed to understand the national digital
infrastructure and its alignment with RegTech.

To complement domestic sources, reports and working papers
from international institutions such as the World Bank,
International Finance Corporation (IFC), Financial Stability
Board (FSB), and the Institute for Development and Research in
Banking Technology (IDRBT) were utilized. These documents
offer global benchmarks, studies, strategic
recommendations relevant to the Indian context. Furthermore,
industry whitepapers and research publications from global
consultancy firms like Deloitte, PwC, KPMG, EY, and
McKinsey & Company provided valuable perspectives on
market trends, adoption challenges, and technology capabilities

case and

within the RegTech domain.

In addition, peer-reviewed academic journals and scholarly
articles were consulted to support the conceptual and theoretical
foundation of the study.

5.3 RegTech-A new regulatory system

Regulatory Technology, or RegTech, refers to the application of
advanced digital technologies such as artificial intelligence,
machine learning, blockchain, big data analytics, and cloud
computing to streamline regulatory compliance processes. It has
emerged as a crucial sub-sector within the broader financial
technology (FinTech) ecosystem. RegTech solutions are
designed to assist financial institutions in navigating complex
regulatory environments by automating tasks such as
monitoring, reporting, and risk analysis. In a country like India,
where regulatory frameworks are continuously evolving and
financial operations are growing increasingly digital, RegTech
has become a vital tool for both traditional banks and new-age
fintech players. reducing
compliance costs, and enabling faster response to regulatory

By minimizing human error,

updates, RegTech is gradually transforming how financial
institutions approach governance and regulatory risk
management.

5.4 Applications and Functional Use Cases of RegTech

In practical terms, RegTech finds use across a wide range of
compliance functions within financial institutions. One of the
most significant applications is in Know Your Customer (KYC)
and Anti-Money Laundering (AML) compliance, where
automated systems streamline customer identity verification and
monitor transactions for suspicious patterns. These tools
enhance transparency, speed, and reliability in adhering to RBI
and SEBI norms. RegTech is also heavily utilized for
automating regulatory reporting processes. Financial institutions
generate real-time reports for submission to regulators,
improving accuracy and ensuring timely compliance. Moreover,
in the area of risk management, RegTech platforms use data
analytics and Al models to assess operational, credit, and market
risks, allowing for proactive responses to potential breaches.
Additionally, institutions deploy RegTech for real-time fraud
detection, insider trading surveillance, cybersecurity
governance, and maintaining digital audit trails, all of which
strengthen institutional accountability and regulatory trust.

5.5 Types of RegTech Solutions in the Indian Financial
Landscape

RegTech tools implemented in India vary depending on
institutional needs and regulatory demands. Compliance
monitoring platforms help track legal and policy updates while
automating the documentation and implementation of changes.
Fraud and risk detection tools use predictive algorithms to
analyze behavior and detect unusual activity that could signal
regulatory violations. Real-time reporting systems enable
institutions to send structured compliance data directly to
regulatory bodies with minimal human intervention. Identity
verification solutions—many linked to Aadhaar or PAN
infrastructure—facilitate seamless customer onboarding and
eKYC processes. Furthermore, cybersecurity-oriented RegTech
products assist in ensuring adherence to data protection norms
and regulatory standards related to data integrity and encryption.
These various tools operate across segments such as banking,
insurance, asset management, and digital lending.

5.6 Expanding Scope and Future Potential of RegTech in
India

The scope of RegTech in India has expanded significantly in
recent years, spurred by growing digitalization, heightened
regulatory scrutiny, and the government's push for financial
inclusion and transparency. Regulatory bodies such as the
Reserve Bank of India (RBI), the Securities and Exchange Board
of India (SEBI), and the Insurance Regulatory and Development
Authority of India (IRDAI) have played a proactive role in
encouraging RegTech adoption through regulatory sandboxes
and innovation hubs. For example, the RBI Innovation Hub and
SEBI’s STRIDE initiative provide safe testing environments
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where startups and financial institutions can trial new
compliance technologies. With the implementation of the
Digital Personal Data Protection Act, 2023, institutions are now
also required to manage and report data privacy risks, making
RegTech solutions even more indispensable. India’s large
fintech ecosystem—with over 2,000 startups—and a growing
user base of digital financial services provide a fertile ground for
RegTech development. As regulations become more complex
and the cost of non-compliance continues to rise, RegTech will
become central to financial operations. The integration of these
solutions will not only ensure that institutions remain compliant
but also help them become more agile, resilient, and competitive
in a data-driven regulatory environment.

5.7 Analytical Assessment of Objectives

The analytical assessment of objectives involves a systematic
evaluation of how each research objective has been addressed
through the data collected, interpreted, and analyzed in the
study. This section aims to align the findings with the predefined
objectives, ensuring that each goal is thoroughly examined with
supporting evidence and relevant insights. By assessing each
objective individually, the study ensures clarity in presenting
how the research outcomes contribute to the overall purpose and
scope of the investigation. This structured analysis not only
validates the research process but also highlights the
significance of the results in the context of the broader research
problem. The assessment below presents a detailed examination
of each objective in a sequential manner, supported by relevant
data, interpretation, and critical discussion.

5.7.1 First objective Analysis The post-2020 period has been a
transformative phase for the Indian financial sector, marked by
the accelerated adoption of digital solutions in response to the
challenges posed by the COVID-19 pandemic and the increasing
complexity of regulatory frameworks. Regulatory Technology
(RegTech) has emerged as a critical enabler in supporting
financial institutions to navigate this evolving landscape with
efficiency and precision. This objective seeks to examine how
RegTech has strengthening  regulatory
compliance and enhancing risk management capabilities within
India’s financial institutions during this dynamic period.
RegTech solutions utilize advanced technologies such as
artificial intelligence (AI), machine learning (ML), big data
analytics, robotic process automation (RPA), and cloud
computing to automate and streamline regulatory reporting,

contributed to

compliance monitoring, fraud detection, and risk assessment.
These technologies have enabled financial institutions to
transition from manual, paper-based compliance processes to
real-time, data-driven decision-making frameworks. This shift
has significantly reduced operational burdens and human errors,
ensuring timely and accurate adherence to regulatory
requirements.

One of the most prominent applications of RegTech in India has

been in the domain of Know Your Customer (KYC) and Anti-
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Money Laundering (AML) compliance.Traditionally labor-
intensive, KYC processes have been streamlined through the
integration of Al and biometrics, allowing for faster customer
onboarding and continuous monitoring of suspicious activities.
The Reserve Bank of India (RBI)’s push for video-KYC and the
use of Aadhaar-based e-KYC are clear indicators of this
transformation, supported heavily by RegTech platforms.
Another critical area where RegTech has proven valuable is risk
management. Post-2020, financial institutions faced increasing
risks related to cybersecurity, credit defaults, and operational
disruptions. RegTech tools have enabled real-time risk
identification, predictive modeling, and stress testing, helping
banks and NBFCs proactively respond to threats. These
technologies offer dashboards and alerts that enhance visibility
into risk exposure and help in maintaining regulatory capital
adequacy.

In addition, regulatory bodies like the RBI and SEBI have
acknowledged the importance of innovation in regulatory
compliance by introducing initiatives such as the RBI
Innovation Hub and the Innovation Sandbox. These platforms
have encouraged RegTech firms to co-create solutions in
collaboration with regulators, thereby improving the relevance
and adaptability of compliance tools across various financial
segments.

Moreover, RegTech has played a pivotal role in reporting and
audit trail maintenance, allowing institutions to generate
automated reports, ensuring transparency, and reducing
turnaround times for regulatory This has
contributed to improved trust and accountability in the financial

submissions.

system.

The pandemic also accelerated the shift to cloud-based systems,
which are central to many RegTech solutions. This shift has
provided scalability, flexibility, and cost-efficiency, enabling
even mid-sized and small financial institutions to adopt
compliance tools without heavy infrastructure investments.

In conclusion, the role of RegTech in enhancing regulatory
compliance and risk management post-2020 has been significant
and transformative. It has not only optimized internal operations
within financial institutions but also fostered a proactive
compliance culture aligned with regulatory expectations. As the
Indian financial ecosystem continues to evolve, RegTech is
expected to remain a cornerstone in driving efficiency,
accountability, and resilience in regulatory practices.

5.7.2 Second Objective Analysis - Impact of Regulatory
Frameworks and Innovation Initiatives

India’s regulators have been proactive in shaping a conducive
environment for RegTech adoption. The RBI’s Innovation
Sandbox, launched in 2019 and expanded over time, has become
a critical testing ground for compliance and risk-related
technological solutions.

As per RBI's 2023 Innovation Report, over 50 startups have
piloted RegTech tools through the sandbox. These pilots yielded
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a 20-25% improvement in the turnaround time for compliance
functions. The sandbox has helped standardize APIs and
facilitated structured feedback between regulators and
innovators.

SEBI has also implemented SupTech initiatives under its
STRIDE (Strengthening Technology for Regulatory and
Information Development) strategy. This framework is built to
integrate RegTech tools for real-time surveillance and
enforcement in the securities market. SEBI’s 2023 Annual
Report indicated that insider trading detection rates improved by
32% and investigation duration was reduced by 34 days on
average.

The IFSCA in GIFT City has promoted RegTech adoption
through its cross-border Regulatory Sandbox. A 2023 report by
the authority stated that 70% of the financial service firms
operating within GIFT City have integrated RegTech tools,
particularly for real-time transaction monitoring and digital
onboarding compliance.

Despite these initiatives, awareness remains low among small
and mid-sized financial institutions. A 2022 FICCI-PwC survey
revealed that just 40% of such institutions are aware of
regulatory sandboxes or SEBI’s SupTech frameworks. This
indicates that while frameworks are robust, outreach and
adoption still lag among non-metro financial institutions.The
rise of RegTech in India has not occurred in isolation; rather, it
has been significantly influenced by the proactive role of
regulatory bodies, particularly the Reserve Bank of India (RBI)
and the Securities and Exchange Board of India (SEBI). This
objective evaluates how effectively the regulatory frameworks
and initiatives, especially RBI’s innovation sandbox and SEBI’s
digital supervision strategies, have facilitated the adoption and
integration of RegTech solutions within India’s financial
ecosystem.

The RBI’s Regulatory Sandbox, launched in 2019 and expanded
post-2020, is designed to provide a controlled and live testing
environment for new financial technologies, including RegTech
applications. The sandbox allows startups, financial service
providers, and technology firms to test innovative products
under relaxed regulatory conditions and close supervision. This
initiative has been instrumental in reducing the time-to-market
for RegTech solutions and providing insights into the scalability
and compliance-readiness of new tools. As of 2024, the RBI has
completed multiple cohorts of its sandbox, including those
focused on digital KYC, cybersecurity, and fraud detection—
key areas where RegTech thrives.

One of the notable outcomes of the sandbox is the increased
confidence among financial institutions to pilot and implement
RegTech solutions. Through real-time interaction with
regulators, fintech and RegTech firms have gained clarity on
regulatory expectations, allowing them to fine-tune their
offerings for better compliance. Furthermore, the sandbox has
enabled regulatory bodies themselves to gain hands-on

understanding of emerging technologies, leading to more
informed policymaking.

Similarly, SEBI’s digital supervision strategies, particularly the
adoption of tools such as Data Lake and SupTech (Supervisory
Technology), have contributed to building a conducive
environment for RegTech. SEBI’s emphasis on real-time data
acquisition and automated monitoring has pushed market
intermediaries—stock exchanges, brokerages, and mutual
funds—to adopt data-driven compliance and risk reporting
systems. The use of APIs and advanced analytics under SEBI’s
supervision framework is a clear signal encouraging RegTech
development and implementation across capital markets.

In addition to these flagship initiatives, other policy
interventions such as RBI’s guidelines on outsourcing of IT
services, Data Privacy frameworks, and the Digital Personal
Data Protection Act (2023) have created a regulatory backdrop
that supports the need for secure, transparent, and accountable
digital compliance tools. These evolving regulations have
increased the demand for RegTech solutions that can offer audit
trails, ensure privacy, and enable proactive monitoring.
Moreover, partnerships between regulators and industry bodies,
like the Fintech Convergence Council (FCC) and NASSCOM,
have further bolstered innovation by facilitating knowledge-
sharing platforms and dialogue between stakeholders. This
collaborative approach has been key to addressing adoption
barriers such as lack of awareness, cybersecurity concerns, and
integration challenges.

However, challenges still persist, especially in terms of
uniformity in regulatory standards across sectors and digital
readiness of smaller financial institutions. Nonetheless, the
regulatory push from RBI and SEBI has undeniably catalyzed
RegTech adoption, particularly by signaling trust in innovation
and providing structured pathways for market entry and
scalability.

In conclusion, India’s regulatory initiatives have played a
pivotal role in fostering an innovation-friendly ecosystem.
Through strategic frameworks like the RBI’s sandbox and
SEBI’s tech-forward supervision models, the adoption of
RegTech has gained substantial momentum, contributing to a
more agile, transparent, and resilient financial regulatory
environment.

5.7.3 Third Objective Analysis

While the RegTech sector in India is experiencing promising
growth, the integration of these technologies across the financial
sector is not without challenges. This objective aims to analyze
the core barriers hindering RegTech adoption and suggest policy
recommendations to overcome these limitations, ensuring a
more robust, efficient, and future-ready regulatory framework.
One of the primary challenges is the fragmented digital
infrastructure across financial institutions, particularly among
smaller banks, cooperative societies, and rural-focused NBFCs.
Many of these entities lack the technological readiness and
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skilled personnel necessary to deploy or manage advanced
RegTech tools. This digital divide creates an uneven pace of
adoption and may lead to regulatory asymmetries within the
financial ecosystem.

Another significant barrier is data privacy and cybersecurity
concerns. With RegTech relying heavily on real-time data
processing, cloud-based storage, and third-party vendors, the
risks associated with data breaches, unauthorized access, and
cyberattacks have grown. Financial institutions are often wary
of outsourcing compliance functions due to potential regulatory
and reputational risks. The introduction of the Digital Personal
Data Protection Act (2023) has brought greater clarity to data
governance, but compliance with these evolving standards
remains a challenge.

Moreover, there is a lack of standardization and
interoperability among RegTech solutions. Many platforms
operate in silos and are not fully compatible with existing legacy
systems used by banks and regulators. This increases the cost
and complexity of integration, discouraging institutions from
adopting new solutions. Without a uniform regulatory tech
architecture or APIs, coordination between RegTech providers,
financial institutions, and regulators becomes inefficient.

A further limitation is the limited awareness and trust in
RegTech among players.
management in conservative institutions often view compliance
as a legal obligation rather than a strategic function. This
mindset hinders investment in innovative RegTech solutions and
reduces organizational willingness to experiment with Al or
automation in compliance areas.

From a policy perspective, regulatory uncertainty and lack of
detailed guidance on the acceptable use of AI/ML in regulatory
compliance also pose hurdles. While RBI and SEBI have
initiated sandboxes and innovation hubs, detailed operational

traditional financial Senior

frameworks on the deployment of Al-driven RegTech tools are
still evolving. This lack of clarity leads to hesitation in
implementation due to fears of non-compliance or audit issues.

5.7.3(1) Policy Recommendations

Capacity Building Initiatives: Government and regulatory
bodies should launch nationwide training programs to enhance
digital literacy among compliance teams and promote awareness
about the benefits and usability of RegTech.

Incentivizing Adoption: Providing tax incentives, grants, or
concessional financing to smaller institutions willing to adopt
RegTech can bridge the digital divide and promote broader
penetration.

Strengthening Cybersecurity Norms: Establishing robust
cybersecurity frameworks tailored for RegTech firms will
enhance trust and reduce resistance to outsourcing compliance
functions.

Standardization Framework: Regulators should encourage the
development of common API standards and interoperability
guidelines to simplify integration and promote scalability.

Collaborative  Governance: Encourage public-private
partnerships and sandbox ecosystems where regulators,
institutions, and tech firms can co-create, test, and refine
solutions in a controlled environment.

In conclusion, while RegTech holds immense potential to
revolutionize regulatory compliance in India, addressing the
current challenges through thoughtful policy interventions and
collaborative innovation is essential for unlocking its full value
and building a resilient, tech-driven regulatory ecosystem.

6: FINDINGS AND SUGGESTIONS

6.1 Findings

The study highlights that Regulatory Technology (RegTech) has
significantly contributed to improving compliance efficiency
and risk mitigation in India’s financial sector, particularly since
2020. Leading banks and fintech companies have increasingly
adopted Al-based RegTech tools for tasks such as KYC, AML,
fraud detection, and regulatory reporting. These technologies
have not only reduced compliance costs and errors but have also
enhanced the speed and accuracy of risk identification and
regulatory submissions. The Reserve Bank of India (RBI) and
the Securities and Exchange Board of India (SEBI) have been
instrumental in driving this transformation through initiatives
like the Innovation Sandbox and SupTech strategies. These
regulatory frameworks have provided structured environments
for testing and deploying RegTech solutions, resulting in better
fraud detection, surveillance capabilities, and improved market
oversight. However, the adoption remains uneven. Smaller
financial institutions, cooperative banks, and rural entities face
significant barriers due to outdated infrastructure, limited
awareness, and insufficient technical expertise. Additionally,
cybersecurity concerns, lack of standardization, and regulatory
inconsistencies continue to hamper seamless integration. The
limited funding available for Indian RegTech startups further
constrains innovation and scaling potential.

6.2 Suggestions:

To address the identified challenges and accelerate RegTech
adoption across all segments of the financial ecosystem, several
strategic interventions are recommended. Firstly, a standardized
framework should be introduced to ensure interoperability,
secure data exchange, and ethical Al use across RegTech
applications. This would allow smoother integration of solutions
across legacy and modern banking platforms. Secondly, the
government should design incentive-based schemes—such as
tax deductions or compliance subsidies—for institutions
adopting certified RegTech tools, particularly targeting rural
banks and NBFCs. Upskilling is another critical area;
collaborations between regulators, academia, and industry
should be initiated to offer certification and training programs
on emerging RegTech domains. Additionally, awareness and
accessibility of regulatory sandboxes should be expanded
through unified digital platforms like Startup India or GEM,
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enabling broader participation from small-scale innovators. To
ensure safety and trust in RegTech systems, strict cybersecurity
protocols, mandatory audits, and transparent data usage policies
must be enforced. Lastly, a dedicated RegTech innovation fund
under SIDBI or a similar body should be established to bridge
the capital gap and support domestic startups, promoting
indigenous technology development and reducing reliance on
foreign solutions.

7: Limitations

This research is based entirely on secondary data sources such
as government reports, regulatory filings, whitepapers, and
industry surveys, which may be subject to publication delays,
biases, or data incompleteness. The absence of primary data
restricts the depth of insight into institution-specific challenges
or user experiences with RegTech adoption. Furthermore, the
study generalizes trends across the financial sector and may not
accurately reflect variations in adoption among different
institution types, such as rural banks or sector-specific NBFCs.
Limited availability of longitudinal data also constrains the
ability to draw causal relationships between regulatory
initiatives and RegTech implementation outcomes.
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