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1. Introduction
As the banking industry goes global and sustainable, 
regulatory technology, or RegTech, has gained prominence 
as a critical technology in today’s financial ecosystem. 
RegTech is a natural outcome from the increased regulatory 
demand crises and also partly due to increasing consumers 
expectations on how their financial data are treated. 
RegTech (short for Regulatory Technology) is the use of 
technology within financial services to help firms comply 
with their regulatory requirements. Utilized by banks and 
financial institutions, RegTech applications use advanced 
analytics, automation, and AI so that they can easily comply 
with industry regulations, including identity verification, 
risk management, regulatory reporting, and transaction 
monitoring. Leveraging the power of data analytics and 
automation, this technology has the potential to greatly 
simplify regulatory processes, delivering enormous time and 
cost savings. Banks need to resonate with environmental, 
social, and governance (ESG) themes as they become 
increasingly prominent through enforced regulations and 
consumer demand. RegTech offers a means of tackling 
burdensome regulatory mandates and fostering sustainable 

growth using innovations like artificial intelligence (AI), 
machine learning, and blockchain.

Nowadays, in India, the sustainable development issue 
has received large attention, becoming a national priority 
thanks to its connection with worldwide commitments 
such as the United Nations Sustainable Development 
Goals (SDGs). Enhancing the industrial outputs of this 
diverse economy has significant challenges in a world 
context with environmental concerns becoming so relevant 
to social justice. The banking sector, an important enabler 
of economic development, plays a critical role in this 
transformation. Incorporating RegTech will not only arm 
Indian banks to be better prepared in terms of compliance 
but also bring them a step closer to helping India and 
promoting ethical financial services, transparency, and 
social responsibility, which is one of the key goals in the 
sustainable development agenda.

The paper endeavors to examine how RegTech has 
become the linchpin of Indian banking sector technologies 
and what are opportunities and challenges for sustainable 
development. Though RegTech as an industry is gaining 
momentum worldwide, it is still in its infancy in India, and 
regulatory frameworks, technological infrastructure, and 

RegTech Adoption for Sustainable Development in India: Challenges and Opportunities in Banking 
Sector

Tanisha Vaishnav

S.A. Jain PG College, Ambala city, India.

tanishaaggrawat1996@gmail.com (Corresponding Author)

ARTICLE INFORMATION  ABSTRACT

Received: December 10, 2022 
Revised: January 10, 2023 
Accepted: March 01, 2023
Published Online: April 10, 2023

Background: The Indian banking sector is facing increasing regulatory demands along with 
the need to meet sustainability goals, so RegTech adoption has been crucial in bridging the gap 
between financial operations and sustainability.
Purpose: The purpose of this paper is to explore how RegTech has been a pivot in the technology 
layer of the Indian banking sector and what are the prospects and challenges for future growth.
Method: This research adopts a qualitative and literature-based methodology. This paper is 
based on secondary data, in which the existing literature and reports, along with various policy 
documents, are referred to for understanding the concept of RegTech in the banking sector.
Results: Results highlight the importance of the RegTech in the Indian banking system in bridging 
financial operations and sustainability goals, strengthening regulatory compliance, and positioning 
itself better in an international arena.
Conclusion: RegTech opens a new chapter in the financial industry, helping to make compliance 
with increasingly stringent regulatory requirements more efficient and for banks, adopting 
RegTech is not just a matter of regulatory compliance; it is a strategic imperative that will define 
the future of financial operations in an increasingly digital and sustainability-driven world.

Keywords: 
RegTech, Benefits, Challenges, Banking sector, 
Adoption, Sustainability

DOI: 10.15415/jtmge/2023.141006 

https://orcid.org/0009-0003-9512-0055
https://doi.org/10.15415/jtmge/2023.141006


ISSN No.: 0976-545X (Print) ISSN No.: 2456-3226 (Online) Registration No. : CHAENG/2016/68678

p.50Tanisha Vaishnav, J. Technol. Manag. Grow. Econ., Vol. 14, No. 1 (2023)

institutional readiness remain major obstacles. For these 
reasons, it may seem that blockchain is a costly alternative. 
However, the possible applications, from monitoring 
sustainability regulations to real-time tracking of goods, 
make blockchain an interesting match for the problems 
confronting the sector. This paper aims at exploring what 
the current level of RegTech adoption is in Indian banks. 
And then to highlight the challenges that deter its wide 
implementation and discuss where RegTech aims on 
directing the fintech industry towards sustaining finance. 
This paper therefore adds to the wider conversation on the 
technology-regulation-sustainability nexus in finance by 
examining these elements. To help Indian banks think about 
these issues strategically, it also offers insights for the future 
policy direction and strategic adoption of RegTech through 
a sustainable and resilient financial architecture.

RegTech represents a critical nexus between technology 
and financial regulation, offering a pathway to more 
efficient, secure, and resilient financial systems. As financial 
markets continue to evolve, the role of RegTech in ensuring 
compliance and fostering innovation will undoubtedly 
expand, necessitating ongoing research and dialogue among 
regulators, financial institutions, and technology providers 
to maximize its potential benefits while mitigating risks.

2. Literature Review
RegTech advancement signifies a new era in the heavily 
regulated financial industry, making it easier for banks to 
keep pace with changing regulations. Amid the growing 
focus on environmental, social, and governance (ESG) 
concerns, RegTech has an important part to play when 
it comes to sustainable development. This section covers 
a review of literature on RegTech adoption, sustainable 
development, and the Indian banking sector and at last it 
identifies the gaps which this research is targeted to fill.

2.1. RegTech: The Meanings and the Tools
RegTech, or the use of new technologies to solve regulatory and 
compliance problems more effectively, has been recognized 
all over the world as an avenue to improve processes which 
result in faster time-to-market and lower risks. Zavolokina et 
al. (2017) argued that RegTech utilises advanced technologies 
like artificial intelligence, machine learning, blockchain and 
big data analytical tools to make the regulatory compliance 
processes easier. Allen and Berg (2018) Realizing a large 
quantity of applications from fraud detection to real-time 
regulatory reporting, this system helps in reducing human 
error and improving operational efficiency.

The potential of RegTech to change the compliance 
game especially in complex regulatory regions as India, is well 
highlighted in a recent white paper by Arner et al. (2016). 

They say that RegTech solutions are finally giving the financial 
industry some agility to be able to handle or respond quickly 
enough to changes in regulation. On the other hand, the 
literature also illustrates issues that delay RegTech adoption 
in developing economies resulting from the absence of proper 
tech infrastructure and regulatory guidance.

2.2. The Importance of Sustainable Development
The banking sector is increasingly seen as a critical enabler 
of sustainable development given its significance in the 
resource allocation and investment spheres due to their 
ultimate commitment to clients and institutional goals. 
Banks: Banks can play a significant role in promoting 
sustainability by including ESG factors as part of their loan 
books, investment portfolio, and across business strategy as 
a whole. In rapidly growing economies like India, achieving 
long-term economic sustainability through sustainable 
banking practices is particularly necessary (Scholtens, 
2006).

Well, regarding India, discussed the increasing 
recognition for sustainable finance in the context of sustainable 
development goals worldwide. Some Indian banks have 
started developing a similar consciousness with regard to the 
need to fund responsible investing and include sustainability 
metrics in their operations. Patel et al. (2020) confirm that 
there are some challenges, like no standardized frameworks 
and slow adoption of sustainability principles, which restricts 
the process for banks to integrate sustainable development.

2.3. The Challenge of RegTech for SDGs: 
National and Global Viewpoints from India
While the intersection between RegTech and sustainable 
development has not yet had much of a spotlight in the 
literature. Although studies like Fenwick et al. (2018) 
have analyzed how RegTech can be used conducive to the 
realization of ESG objectives through transparency and 
accountability, few studies are available on its implementation 
in the Indian banking sector. Nationally, Deloitte shows 
globally that RegTech solutions can improve banks to satisfy 
sustainability requirements by automating ESG reporting 
and ensuring green finance regulations-compliant.

Gupta and Agrawal (2021) argue that the banks in India 
still continue to be stuck with conventional compliance 
manual requirements, leading to limitations of RegTech 
adoption. They note the possible role RegTech can play 
in promoting responsible banking but point to a general 
lack of regulatory push and buy-in at financial institutions 
as obstacles. The literature review suggests a huge gap in 
research, which calls for a UGC-sponsored project studying 
the role of RegTech in promoting sustainable development 
in the Indian banking industry.
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2.4. Upcoming Challenges for Adoption of 
RegTech in Indian Banking
In addition to the advantages, there are also a number 
of obstacles to the broader adoption of RegTech in 
India. Smaller banks are also discouraged by the high 
implementation costs as well as a lack of talent, which 
continue to hamstring their uptake of RegTech solutions 
(Patel et al., 2020).

Additionally, Bhyer and Lee (2019) have found that 
the existing regulatory structure in India, which is as usual 
fragmented, is a hurdle to the benefits of adoption. Another 
reason for the reluctance of Indian banks to shift from 
manual compliance processes to automated systems has 
been a general fear around data security and privacy.

Indian Banking Sector: A challenge and equal 
opportunity for RegTech. However, there are nevertheless 
multiple beneficial opportunities for Indian banks 
afforded by RegTech. As per Singh and Chaturvedi 
(2021), the adoption of RegTech can help in materially 
lowering compliance costs, particularly for banks dealing 
with complex regulatory environments where the cost of 
compliance is high; this could be beneficial at greater scales. 
Anagnostopoulos (2018) In addition, RegTech solutions 
can improve transparency in banking activities, and this 
contributes to the achievement of global sustainability 
objectives. RegTech has the potential to revolutionize 
certain sectors, according to Delabarre (2021), citing 
as examples green finance, requiring banks to be more 
transparent about their impact on the environment and 
apply stringent ESG criteria.

Such steps, along with progressively growing acceptance 
towards technology-driven solutions within regulation 
frameworks, such as the recent measures enacted by the 
Reserve Bank of India (RBI) to further digitization and 
sustainable finance, add confidence. According to Jain et 
al. (2023), RegTech implementing with complimented 
regulations could help Indian banking to take position as a 
global leader in sustainable finance.

2.5. Gaps in the Literature
The literature is quite helpful on RegTech and sustainable 
development, nonetheless own gaps surface as listed 
below:
• Inadequacy of empirical studies on the practical 

implementation of RegTech in India specifically in the 
banking area

• Author wants to question that why much research has 
not been done on how RegTech can contribute towards 
sustainable development in Indian banks.

• Further, there is a need for more nuanced research 
on the factors that inhibit adoption of RegTech in 
emerging markets.

• The objective of this paper is to address these gaps by 
analysing the extent of adoption of RegTech in Indian 
banking, and its potential for sustainable development.

3. Methodology
In this study, the secondary data approach is used in which 
existing literature and reports along with various policy 
documents are referred to, for understanding how the 
banking sector adoption of regulatory technology (RegTech) 
can play higher pillars in accomplishing sustainable 
development goals, India. The design is sort of a method to 
synthesis higher-quality findings from top sources authors 
know are already reputable and create more of a systematic 
appreciation for the state of play.

3.1. Research Approach
This research adopts a qualitative and literature-based 
methodology. Since this research focuses on secondary data 
sources, we develop an analytical framework that synthesizes 
collective insights from past research, and industry reports, 
regulatory documents.

The key rationale for this analysis is twofold: This 
involved an exhaustive literature review incorporating 
insights from academic articles, industry white papers, 
and reports published by global as well as Indian financial 
institutions. Such sources have discussed how RegTech 
has increased regulatory compliance, sustainability, and 
the obstruction for Indian banks to implement these 
technologies.

3.2. Policy Analysis
Relevant policy documents, especially those from the 
Reserve Bank of India and other governmental bodies, were 
reviewed to gauge the regulatory landscape for RegTech in 
India. These documents provided new insights on regulatory 
incentives, barriers, and also the alignment of banking 
regulations with sustainability goals.

3.3. Data Collection Methods
• Secondary Sources: This study is based on the existing 

research through the published academic papers in 
peer-reviewed journals (Journal and Conference Papers 
because of their rapid nature) dealing with RegTech, 
sustainable development, and banking. Such articles 
include the Journal of Financial Regulation, Sustainable 
Development, and The Indian Journal of Finance.
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• Industry Reports: Global trends around RegTech 
adoption and how they translate to the Indian 
landscape were captured from reports by institutions 
like Deloitte, PwC, and the World Bank. Highlighting 
technological innovation, along with providing an 
analysis of challenges from the regulatory side, is also 
featured in these reports.

• Government and Regulatory Documents: The study 
reviewed RBI guidelines, sustainability reports, 
and relevant policy frameworks to understand the 
institutional readiness and regulatory stance on 
RegTech in India. Documents such as the RBI’s Annual 
Report on Financial Stability and the government’s 
National Action Plan on Climate Change were pivotal 
in shaping the analysis.

3.4. Analytical Framework
Thematic Analysis: The literature and reports were 
reviewed, Secondary data was procured and analyzed using 
thematic analysis Major themes like regulatory compliance, 
technological impediments and sustainability targets were 
denoted and enchanted. This process, as it were, allowed for 
systematic data collection from various sources and cross-
matching of searches regarding RegTech implementation 
and sustainability in banking.

Compared with global trends, especially in developed 
markets, the RegTech adoption was compared and analysed 
to exhibit a comparative analysis in India. Summarising the 
unique challenges and opportunities that could be faced 
in Indian banks especially those related to regulatory and 
technological landscapes.

4. Limitations
• Dependency on Secondary Data: Failing to have 

primary data can result in the limitation of our findings. 
While the authors have synthesized large bodies of 
literature and reports, which serves as a clearinghouse 
for information on innovations in value chains, the 
conclusions are based exclusively on secondary data 
sources and may not adequately capture up-to-date 
developments or practices in real time.

• Absence of Empirical Data: Particularly the absence 
of empirical data, such as interviews or surveys with 
professionals in financial institutions, that could have 
provided deeper insights into the practical challenges 
facing banks regarding RegTech adoption.

• Geographic Focus: The literature surveyed is focused 
primarily on the Indian banking sector and presents 
a few trends from worldwide. Though focused on a 
specific area, such comparisons across the world could 
be particularly beneficial in future research.

The literature and reports reviewed about the adoption 
of regulatory technology (RegTech) within the Indian 
banking sector and its impact on sustainable development 
are examined in greater detail in this section. The analysis 
uncovers a number of key findings with respect to the state of 
RegTech implementation, the obstacles that banks face, and 
the potential to advance sustainability through technology.

5. Results
Key Findings on Adoption of Regulatory Technology 
(RegTech) in Indian Banking Sector and its role in 
Sustainable Development: The research provides an analysis 
of the status quo in which we find RegTech implementation, 
some struggles banks are facing around it and some 
untapped opportunities that allow for sustainability to be 
further promoted through technology.

5.1. RegTech Adoption Trends in Indian Banking
In India, the adoption of RegTech is still early, but a clear 
recognition for its potential has been noticed. Deloitte 
reports that some Indian banks have internally started 
working on RegTech solutions to improve execution of 
regulatory rules and bring down manual process costs. The 
likes of the State Bank of India (SBI) and ICICI Bank are 
at the forefront, using AI and blockchain in their fraud 
detection capabilities, KYC compliance, and real-time 
reporting.

 Adoption continues to be incremental. Most banks are 
targeting narrow use cases, including AML solutions and 
transaction monitoring. But widespread adoption across all 
compliance areas has not yet occurred, especially in the case 
of smaller banks or regional institutions with tight budgets.

Adoption of Technological Innovation: Among other 
things, the application of artificial intelligence (AI) and 
machine learning (ML) are considered great tools for 
processing very large quantities of regulatory data at a high 
speed and in accuracy terms. Although Patel et al. (2022) 
points out that technology is still in its early days for Indian 
banking, there are pilot projects in progress, particularly 
around real-time reporting and digital asset management.

5.2. Challenges to adoption of RegTech
Though a healthy future of the RegTech industry is foreseen, 
these obvious potentialities face some impediments in its 
extendable adoption in sectors gazing bank space across 
India. Based on a review of academic papers and industry 
reports, we identify several barriers, which are classified in 
three classes: operational, regulatory, and technological.

According to PWC (2021), the initial costs of 
implementing RegTech solutions like AI-driven compliance 
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platforms and blockchain-based systems are considerable. 
This mostly affects the smallest and regional banks, as they 
do not have the resources of larger institutions. Many banks 
are wary of the expense, time, and effort associated with 
upgrading infrastructure, training staff, and integrating 
RegTech solutions into their legacy systems.

However, they also carry additional costs due to 
the requirement for constant updates and maintenance, 
a necessity since RegTech solutions must adapt to the 
regulatory changes. This investment of time and resources 
is a large barrier to entry for smaller banks that often have 
leaner operations.

Technological Infrastructure is Lacking: As Ghosh 
(2021) stated, the India financial system is highly diverse 
and technological capabilities both at urban as well as rural 
banking institutions are large. Urban banks are those that 
have much money, and rural banks are trying old Sindbad 
infrastructure so metropolitan banks can benefit from digital 
tools more than their rural counterparts. Challenges to 
seamless integration of RegTech Poor internet connectivity, 
an overwhelming lack of access to cloud computing, and 
dependence on legacy banking systems are the most major 
hurdles in integrating RegTech without any glitch.

On top of this, Goul (2019) simply digitizing legacy 
records and automating inefficient manual processes 
is a big enough task for most banks that would be an 
essential prerequisite but also uneconomic as the extent of 
information governance flaws is exposed in due diligence. 
Add to that the absence of a knowledge base, especially in 
hinterland branches.

Regulatory uncertainty and complexity: India is going 
through a series of changes to its financial sector regulations, 
making it difficult for banks who would want to invest 
in RegTech. The Reserve Bank of India (RBI) has issued 
guidelines on digital banking and financial technology; 
it does not provide clear instructions for the adoption 
of RegTech related to regulatory compliance. Banks are 
confused by these guidelines with no clear path or direction, 
leading to apprehension when it comes to adopting new 
technologies, out of fear that they might violate a future 
regulation.

Furthermore, the challenge in order for RegTech to be 
frictionless is due to the level of complications related to 
current regulatory requirements. Moreover, at least in India, 
many banks are subjected to compliance regulations at both 
state and national levels, and RegTech solutions may not 
already be perfectly fitted to deal with the Indian regulatory 
environment. This raises the perceived risks of adopting 
these technologies, particularly amidst a regulatory space 
that can change very frequently.

Cybersecurity and Data Privacy Risks: The growing 
digitization of banking activity reliance on RegTech comes 

with increased risks related to cybersecurity. RegTech 
systems, the kind that rely on cloud computing and AI, 
demand that banks juggle massive amounts of sensitive 
data. However, banks are wary of using digital compliance 
tools more in order to prevent data breaches and hacking 
and comply with privacy laws (in line with the upcoming 
Personal Data Protection Bill by India). The security angle is 
very important, as is the perception that RegTech can bring 
in some new non-familiar possible threat vectors to banks, 
which, if data gets mismanaged, compliance failures are at 
an all-time high, etc. (with special context on India with 
evolving data protection laws).

5.3. The Role of RegTech in Driving Sustainable 
Development
RegTech adoption in India is found to be compliance-
driven, much like the studies indicate great potential for 
them to contribute towards sustainable development as 
well. RegTech can, for example, increase transparency and 
accountability of banks if deployed in, for example, green 
finance/ESG reporting (Raj & Upadhyay, 2020).

Supporting ESG Compliance: According to Jain 
et al. (2023), RegTech has the capacity to streamline 
environmental, social, and governance (ESG) reporting 
by automating data operations and ensuring immediate 
adherence to sustainability laws. Not only does it help in 
increasing the speed, but it also ensures that the credibility 
of banks is enhanced by stakeholders.

The use of RegTech in green finance, Patel et al. 
(2020) identified this as a rising trend change that will be 
unstoppable. By using RegTech, banks can better observe 
and report their corporate social responsibility initiatives, 
which means that loans and investments should provide 
clear benefit to ESG criteria. This is particularly necessary as 
the Indian government seeks to connect more closely with 
global sustainability goals.

5.4. Opportunities for Adopting RegTech
Despite these challenges, adopting RegTech promises huge 
opportunities for Indian banks. It will make them operate 
more efficiently, reduce transaction costs, and contribute to 
sustainable development.

Government-led Initiatives & Policy Support: 
Government initiatives in recent time for boosting fin-
tech adoption, digitization, and sustainability are some of 
the exciting grounds to brace up for RegTech uptake. The 
government in India has issued policies, for example, the 
Digital India initiative and a national strategy for artificial 
intelligence to promote digital solution uptake in banking 
and financial sectors. With these policies, along with the 
RBI showing more interest in digital compliance offerings, 
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banks have all the possible regulatory support required to 
adopt RegTech into their workflow.

Furthermore, Butler and O’Brien (2019) In due course, 
government policies are likely to come up wherein banks 
would be incentivised as they use technologies that assist 
towards sustainability targets. With the renewed focus 
from India on green finance and sustainable development, 
banks that incorporate RegTech in their ESG reporting and 
compliance will not only receive regulatory benefits but can 
also elevate their reputation.

Singh and Chaturvedi (2021) indicate that while the 
initial implementation cost is high, running costs of banks 
for a longer term can be reduced by RegTech. Automated 
compliance systems minimize the requirements of manual 
checking, keep updating with every real-time regulatory 
update, and make all reporting a breeze. This means 
banks have more of a capacity to focus on innovation and 
sustainability activities rather than spend time and money 
on checking that they are doing the right thing from a 
compliance perspective.

RegTech gradually decreases the human resource load 
on regulatory compliance, allowing banks to reallocate 
manpower to more valuable tasks. Once a bank embeds AI 
and blockchain solutions, as Bhyer and Lee (2019) put it, 
in particular longer-term savings, notably in fraud detection 
and transaction monitoring, will greatly outweigh the start-
up costs.

Improved Regulatory Compliance and Risk 
Management: RegTech can assist banks to mitigate their 
regulatory risks by automating procedures for conforming 
with regulations. Raj and Upadhyay (2020) suggest that 
RegTech equipped with artificial intelligence can remove 
human errors from compliance reporting as well as help to 
identify anomalies or aberrations in financial transactions 
accurately. This not only lessens the likelihood of penalties 
and sanctions but also promotes overall regulatory 
compliance.

Moreover, RegTech’s real-time reporting and ongoing 
monitoring capabilities ensure that banks will always keep 
up-to-date with the latest legal requirements. This ability 
to adapt dynamically to law-changing changes represents a 
new kind of strength for the financial system and guarantees 
that banks are compliant even in the midst of government 
regulation shifting rapidly around them.

Contributing to Sustainable Development: Much 
interest has been aroused by the potential of RegTech to 
support the objectives of sustainable development. According 
to Jain et al. (2023), RegTech improves transparency and 
accountability, causing a bank’s environmental, social, and 
governance (ESG) impacts to be given public attention. 
By so doing, tools for automatic ESG reporting make it 
easier for banks to monitor and disclose their sustainable 

practices in line with regulatory requirements, as well as 
the expectations of stakeholders. RegTech is able to fuel the 
growing trend towards green finance by enabling banks to 
keep track of and report on their investments in sustainable 
projects. Patel et al. (2020) note that RegTech enables banks 
to ensure the loans in their portfolios are consistent with 
global standards for sustainable development, such as the 
United Nations Sustainable Development Goals (SDGs). 
This enhances their contribution to India’s sustainable 
growth plan.

Deloitte (2019) points out how international regulations 
for sustainability and digital compliance are becoming 
ever stricter. If the banks of India introduced a RegTech 
model early, it would give them better ability to compete 
internationally, according to one expert commentator at 
SourceForge.

Bringing their compliance operations into line with 
international standards such as the EU Sustainable Finance 
Disclosure Regulation (SFDR), Indian banks can build their 
own creditability and allure foreign investment—especially 
from investors mindful of sustainability.(Figure 1)

Figure 1: Major Opportunities of Regulatory Technology 
Implementation in India

The results part synthesizes groping hands at the literature, 
and its peasant’s milk RegTech adoption, challenges, as a 
driver for sustainable development in India’s banking sector.

6. Discussion
As the results suggest, the introduction of RegTech into 
India’s banking sector ushered in both great opportunities 
and severe challenges. Although some banks are finding 
RegTech useful for regulatory compliance or fraud detection, 
as well as overall process efficiency (and reducing risk), 
known also is its contribution to sustainable development. 
This discussion will look at the wider implications of these 
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findings on banking sector policy, pointing out key control 
factors affecting RegTech adoption’s likely success—or lack 
thereof; any benefits from it that might be gained over 
traditional banking methods; and solutions to present 
obstacles.

One of the most important findings from the review 
of literature and results is that the cost of implementing 
RegTech is high. Because, as mentioned above, small 
banks located in rural or remote areas bear the brunt with 
particular hardship for the upfront investment required 
to buy new compliance equipment. But we must bear in 
mind the long-term monetary benefits that RegTech brings 
in, especially in terms of reducing operating costs and 
significantly improving compliance efficiency.

Cost Benefits Analysis: RegTech may require a large 
initial investment, but its ability to remove labor gradually 
can greatly reduce costs associated with manual checks on 
compliance, audits, and writing reports. This long-term 
saving in running expenses will mean that even the outlay 
for a big bank with complex compliance issues could be 
offset. However, a small bank may need help or partnerships 
to gain access to this technology and thus require financial 
aid.

Additionally, one alternative would be collaborative 
platforms, to which smaller banks can block their resources 
and from which they can draw RegTech facilities as well. 
He points out that fintech partnerships or government-
backed initiatives might help banks gain access to RegTech 
at a much reduced cost, especially by shared compliance 
platforms, which serve several banks in one go and therefore 
are much more economical indeed.

Addressing Technological Infrastructure Gaps: 
Insufficient technical infrastructure is a big obstacle to 
RegTech adoption, especially in backward regions that 
have been left behind economically. The cities, with 
their internet connections and well-developed systems 
for interconnecting banks, can well afford to install these 
solutions. But rural banks are having trouble some time 
getting their systems to interface elegantly with a variety 
of other networks because they are old-fashioned and 
Internet access is slow.

Investing in Digital Infrastructure: Bridging this 
infrastructure gap is necessary if RegTech is to expand its 
influence across India. The Digital India initiative provides 
a blueprint for improving digital access in rural areas, 
and its adaptation to cover financial infrastructure would 
increase inclusiveness. The Indian government’s emphasis 
on digital inclusion, should it extend from simply covering 
villagers and small-town residents to including banks 
as well, offers hope of getting RegTech adopted even in 
regions having fewer branches or outlets that are still being 
built.

Cloud-Based Solutions: Cloud computing is another 
possible answer because it can provide the banks with 
an easy scale-up RegTech solution that is affordable and 
requires little building work or an upgrade in their internal 
IT. By mobility, these make regulators free to think out new 
dispensations for cash-strapped banks who use them well.

Regulatory Frameworks and Support: Regulatory 
uncertainty is one of the greatest challenges to RegTech 
adoption in India. The absence of clear guidelines as to how 
RegTech can be used or what requirements it must meet: 
This deters thousands of banks from embarking on this new 
technology.

Establishing clear regulations: Clear, well-defined 
regulatory frameworks are needed to show banks how 
RegTech can be incorporated into their compliance 
processes. The Reserve Bank of India (RBI) could help in this 
respect. By providing specific guidelines and frameworks for 
RegTech use, the RBI will help banks adopt this technology 
with confidence and without fear of facing regulatory 
penalties for doing so.

Early Adoption Reward: Government inducements 
can also promote early adoption of RegTech, particularly 
among banks that contribute to sustainable development. 
These inducements can include tax incentives, financial 
aid for digital transformation, and regulatory leeway for 
banks using RegTech to strengthen sustainability reporting 
and compliance. Raj and Upadhyay (2020) suggested that 
RegTech solutions could become a regulatory standard for 
ECG reporting, so they would align India’s banking sector 
with global sustainability trends.

Sustainability and ESG Integration: The findings 
indicate that RegTech has the potential to make a significant 
contribution to sustainable development goals, especially 
through better environmental, social, and governance 
(ESG) reporting. As India aligns its financial sector with 
global sustainability standards and targets, banks that use 
RegTech to enforce transparency and accountability will 
be well positioned on both the national and international 
fronts.

Smooth ESG Reporting: One of the most promising 
RegTech ways to advance sustainable development is the 
automation of ESG reporting mechanisms. For example, 
Jain et al. (2023) point out that automatic enforcement 
systems not only remove errors but also guarantee that, in 
real time, banks satisfy international standards for ESG. 
Such high precision and immediacy is critical for banks that 
wish their business will keep thriving on the global market, 
conditioned by time pressures and with sustainability as key 
competitive criteria.

The role of RegTech in supporting green finance 
initiatives is another significant opportunity.’ This is not 
only an obligation; it gives a great new advantage. According 
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to Patel et al. (2020), RegTech solutions enable banking 
institutions to monitor the environmental impact of their 
investment activities. It helps them ensure funds routed to 
sustainable projects are consistent with ESG criteria. To the 
extent that banks contribute to sustainable development 
and, in due course, will always be pushed further by both 
regulation and the demands of stakeholders, this feature will 
be all the more important.

Global Competitiveness and the Future Path of Indian 
Banks: For Indian banks, adopting RegTech means opening 
up opportunities to reinforce competitiveness at the global 
level. Digital compliance and sustainability are coming 
into greater focus than ever on the world stage; in this 
context, the earlier Indian banks begin combining RegTech 
with international standards, the better they will fare in 
competition for overseas funding.

Alignment with international regulations 
institutionalizes this standard: Outfitting Indian banks 
with RegTech makes it easier to meet globally accepted 
compliance standards, such as those the EU’s Sustainable 
Finance Disclosure Regulation (SFDR) lays down. As 
Deloitte (2019) puts it, RegTech’s efficiency in lightening 
international regulatory compliance loads also adds punch 
to the global reputation of Indian banking institutions, 
something they can ill afford. With international investors 
showing ever more interest in how sustainable banking is, it 
is particularly important now to keep the ball rolling in this 
direction.

Seizing the Future of Sustainable Banking: The future 
of banks lies at the interface between regulatory compliance 
and sustainability. RegTech can boost India’s prospects 
for developing a more sustainable banking sector by 
automating compliance processes, promoting transparency, 
and supporting environmental finance. How to ensure that 
infrastructure, legal systems, and incentives are in place—to 
facilitate this transition—is the main challenge confronting 
thought leaders and operators in Indian banking.

The discussion section attempts to integrate the 
conclusions from the results and put them in the context of 
sustainable development goals. It outlines some important 
issues, suggests advances for solving those problems, and 
discusses why, in the longer term, banks should prefer to use 
RegTech methods.

7. Conclusion
The use of regulatory technology (RegTech) in Indian 
banking is a big step forward in supporting regulatory 
compliance, operational effectiveness, and driving 
sustainable development. This research identifies challenges 
and opportunities in the adoption of RegTech, and informs 
on the potential effects within the banking industry as 

well as how these align with broader sustainability goals 
in India.

7.1. Summary of Findings
Based on this analysis, several key determinants of the adoption 
of RegTech are identified in banking. Particularly for smaller 
and regional financial institutions, these barriers, including 
high implementation costs, old technology layouts, as well as 
a regulatory absence, prove to be very taxing. But the potential 
benefits are cost savings, compliance gains, and transparency 
improvements additionally acting as enablers for sustainable 
finance initiatives and highlighting the transformative impact 
it can bring about in shaping the future of banking in India.

However, the opportunities for RegTech 
implementation will far outweigh these challenges, even 
though they may be significant. The increasing financial 
regulations, including the requirement by the Indian 
government and Reserve Bank of India to help modernize 
through digital initiatives such as Digital India along with 
wider green finance, compliance technologies are only going 
to be facilitated by developed legislative assistance. The other 
aspect of RegTech is that it supports ESG (Environmental, 
Social, and Governance) reporting, which allows for the 
automation of compliance processes and makes it play an 
instrumental role in meeting the sustainable development 
goals (SDGs).

One of the most exciting aspects of RegTech is that it 
can help get India’s banking sector up to global sustainability 
standards. Automating ESG reporting also allows banks to 
monitor if they are in compliance with local and international 
regulations, which will put them in a better position to hit 
their national and global environmental targets. It can also 
provide support for the movement towards green finance 
by allowing banks to monitor the ecological outcome of 
their investments in order to ensure that financial activities 
contribute to India’s long-term sustainable growth program.

Indian banks that prepare for RegTech before the 
curve will not only improve the services they offer to 
domestic customers but also make themselves truly globally 
competitive. By adhering to international regulation and 
showing willingness for disclosure, global banks would be 
able to attract foreign capital flow and further a sustainable 
global finance system.

7.2. Addressing the Challenges
The challenge with RegTech adoption is real, but it is not 
insurmountable:
• Collaboration: As the upfront costs of these technologies 

are high, collaborative solutions like fintech companies 
partnering with smaller banks would allow shared access 
to RegTech infrastructure. Additionally, government 
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programs like tax breaks or financial incentives to banks 
that use green compliance technologies could help hasten 
adoption and lessen the impact on smaller institutions.

• The bridging of this digital infrastructure gap, 
particularly in rural banking regions, is essential to 
ensuring a more equitable and widespread adoption 
of RegTech. With the rise of cloud-based platforms 
and government-led digital infrastructure projects, it is 
even possible now for much smaller banks to acquire 
advanced RegTech solutions without heavy demands 
on-premise.

• Last but not least, regulatory bodies, which include 
the Reserve Bank of India (RBI), need to come up 
with comprehensive guidelines around the usage of 
RegTech. The RBI can promote the idea of investing 
in such advanced solutions through explicit regulatory 
frameworks and often with incentives to the early-
movers, making it clear that there are a few parts that 
will not be open to discussion.

7.3. The Way Forward
While integrating RegTech with the Indian banking sector 
successfully in the future will require collaborations between 
banks, regulators, and fintech providers. Overcoming these 
challenges and leveraging opportunities RegTech provides, 
the Indian banking sector can significantly contribute 
to aligning financial operations with sustainability goals, 
enhance regulatory compliance, and improve its position in 
the global landscape.

As India continues its journey towards sustainable 
development, RegTech will undoubtedly play a pivotal role in 
ensuring that the financial sector remains resilient, compliant, 
and capable of supporting the nation’s broader economic and 
environmental objectives. For banks, adopting RegTech is 
not just a matter of regulatory compliance; it is a strategic 
imperative that will define the future of financial operations 
in an increasingly digitized and sustainability-driven world.

This conclusion provides a comprehensive wrap-up of 
the research, connecting the findings to the broader themes 
of sustainability, regulatory compliance, and technological 
advancement.
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