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State of Al in India
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Industry trends, adoption patterns, and the regulatory
landscape. Where India stands in the global Al race.
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MARKET OVERVIEW

Al Adoption by the Numbers

India's Al market is growing at 45% CAGR, but production deployments lag significantly behind pilots.

The gap: trust, compliance, and India-specific adaptation.

Adoption Metrics
% %
78 0 2370
Piloting Al Production
Large enterprises with active Al Pilots that reach production
pilots deployment
Sector Adoption Rates

67% 54%

Financial Services IT/Technology
Highest adoption, RBI-driven Internal productivity, customer service
compliance

41% 38%

Healthcare Retail/E-commerce

Diagnostics, patient engagement Personalization, inventory, chatbots

11%

Scaled

Production deployments at
enterprise scale

48%

Manufacturing

Quality control, predictive maintenance

29%

Government

Citizen services, document processing

The pilot-to-production gap is widest in regulated industries. Compliance is the

primary blocker.
Investment Trends
2024 2026 PROJECTED
18,400 Crore 27,200 Crore
Enterprise Al investment in India. 62% on 48% growth. Governance share increasing to 18% as
infrastructure, 28% on applications, 10% on compliance requirements mature.

governance.



KEY TRENDS

What's Shaping 2026

Five trends are defining Al adoption in India: sovereign models, agentic systems, regulatory
acceleration, trust infrastructure, and vernacular Al.

TREND 1 TREND 2

Sovereign Al Models Agentic AI Emergence

India is building indigenous LLMs—Bhashini, Krutrim, Al agents that take actions—not just generate text—
Sarvam—to reduce dependence on foreign models are entering enterprise workflows. This raises new
and ensure data sovereignty. compliance and governance questions.
" 5 major sovereign LLM initiatives " Multi-agent orchestration systems
" ¥2,400 Cr government Al mission " Browser automation and RPA convergence
" MeitY compute infrastructure expansion " Human-in-the-loop requirements
" India Al Mission 2026 targets " Audit trail challenges
TREND 3 TREND 4 TREND 5
Regulatory Trust Infrastructure Vernacular Al
Acceleration Dedicated trust tooling—bias 22-language support is shifting
detection, reliability monitoring, from nice-to-have to mandatory.
DPDP Act implementation, explainability—is becoming a Code-mixing and regional
sector-specific Al guidelines, distinct market category. dialects add complexity.
and global Al governance o ) o
frameworks are converging. " 3847 Cr market (2026) ® Hindi-English code-mixing
" Fastest-growing Al segment " Regional language quality gaps
" DPDP Act rules finalized
" Compliance-driven adoption " Voice-first interfaces growing
" RBI AI/ML guidelines update
" |IRDAI Al framework active
Key Challenges
Challenge Impact Enterprise Priority
Compliance Complexity Delays production by 6-12 months Critical
Talent Shortage 3x demand vs. supply for Al governance High
Data Quality 60% of projects stall on data issues High
Infrastructure Costs GPU scarcity, cloud costs rising Medium

Change Management Organizational resistance to Al adoption Medium



REGULATORY LANDSCAPE

Compliance in 2026

Active Frameworks

Regulator Framework

MeitY DPDP Act 2023

RBI Al/ML Guidelines

IRDAI Al Framework

SEBI Algo Trading Rules

TRAI Telecom Al

CERT-In Al Security
2026 Outlook

PREDICTION

Trust Becomes Mandatory

RBI and IRDAI will require third-
party Al trust audits for high-risk
applications by mid-2026.

Status Key Requirements

Rules finalized

Consent, data localization, DPIA

Active Model governance, fairness, audit

Active Fair pricing, claims transparency

Active Al disclosure, risk management

Draft Spam detection, customer rights

Evolving Incident reporting, security standards
PREDICTION PREDICTION

Sovereign-First Policies

Government contracts will
mandate India-hosted Al for all
citizen-facing applications.

Strategic Recommendations

For Enterprises

Invest in trust infrastructure now. Compliance
requirements will tighten. Early movers will have
competitive advantage and avoid rushed retrofits.

For Startups

mature.

Navigate Al in India

Agentic Governance

New guidelines for Al agents that
take actions—human-in-the-loop
requirements, audit trails.

Build India-first. Global Al tools require significant
adaptation. Purpose-built Indian Al solutions have
market opportunity as compliance requirements

Rotavision provides the trust infrastructure Indian enterprises need. Request a complimentary strategy

briefing.

Request Briefing
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