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ABSTRACT 

Hyper-personalization is the method where real-time data, AI, and machine 
learning create individual-centered experiences, products, and messages. 
Hyper-personalization helps brands create unique personalized interactions 
using and analyzing real-time personal information. This leads to extreme 
risks in terms of privacy, consent, algorithmic transparency, and 
discrimination. These algorithms should be made aware not only to 
regulatory bodies but to end users as well. 

Regulatory frameworks such as GDPR1 (General Data Protection 
Regulation), India’s Data Protection Act2, and the emerging  EU AI Act3 
emphasize informed consent, legitimate interest, and minimization of data, 
thus placing a strong compliance infrastructure at the core of developing 
lawful hyper-personalized systems. Over-personalization can lead to 
manipulative or discriminatory practices. To tackle these problems in India, 
the current regulatory framework is inadequate and needs to be made more 
adaptable with different frameworks active in more developed countries, 
such as the US and the UK. It is recommended that ethical guardrails, 
algorithmic auditing, and privacy-friendly design should be implemented.  

Keywords: Hyper-Personalization, Experience Design, Data Protection 
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1. Introduction 

Hyper-personalization is the method where real-time data, AI, and machine learning create 

individual-centered experiences, products, and messages. Hyper-personalization operates as a 

deep, one-to-one relatedness that involves the use of individual browsing behavior, location, 

past behavior, and more to anticipate desires and ultimately provide unique, contextual 

engagements at scale.  Hyper-personalization has irrevocably changed the terrain of digital 

engagement, commerce, and service provision. Hyper-personalization is contrasted with 

personalization, which typically relies on basic user characteristics. Hyper-personalization uses 

continuous streams of granular, behavioral, and contextual data to provide and evolve real-time 

digital experiences, advertisements, recommendations, and even core services. In India, where 

digital engagement is witnessing unprecedented levels of growth and social media engagement 

is ranked among the highest levels in the world, hyper-personalization is quickly evolving to 

be a default consumer expectation and consequently a strategic imperative for the organization. 

This evolution will lead to proper regulation of data protection, privacy rights, and algorithmic 

consent. 

1.1 The Promise and Perils of Hyper-Personalization 

Hyper-personalization uses data from different courses, such as browsing history, geolocation, 

purchasing behavior, emotional state, linguistic cues, and actions to make detailed user profiles. 

Many brands in sectors such as fintech, education, healthcare, and entertainment are 

determinedly using different AI models. This is helping their customers with seamless and 

relevant interactions. However, there are many risks associated with the use of such models, 

such as breach of privacy, informed consent, profiling bias, surveillance, and discrimination. 

Particularly in India, AI systems are reinforcing social bias, preventing access to information, 

and inclusion of vulnerable people.   

1.2 Scope of Regulatory Analysis 

An adequate framework that reaps the benefits of innovation while simultaneously offering 

privacy protection is the need of the hour. The Digital Personal Data Protection Act, 2023 (or 

the DPDP Act)4 has been established to adequate standards for data governance. The chapter 

will analyze the act’s adequacy in dealing with matters of privacy protection, managing 
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consent, and promising transparency with the use of AI to make individualized profiles. The 

study reviews current global norms such as the EU General Data Protection Regulation 

(GDPR)5, EU AI Act6, and practices from Singapore as well as the US , to be specific California 

Consumer Privacy Act7, and Australia. Using the knowledge gained from these instances, the 

chapter will culminate in the proposal of ethical and compliance guards suited to the Indian 

context. 

1.3 Main Research Questions 

1. How well is India's DPDP Act regulating the hyper-personalization? 

2. What insights can be obtained from GDPR, the EU AI Act, and other international 

standards? 

3. What moral and regulatory safety measures should be implemented to ensure the 

protection of people in the time of hyper-personalization? 

1.4 Effectiveness of India’s DPDP Act 

The DPDP Act8 is an encouragement for India’s data protection frameworks. The act majorly 

focuses on lawful processing, purpose limitation, data minimization, and proper obligations on 

data fiduciaries. The act is based on the element of consent. However, along with the element 

of consent come its issues, such as data-driven personalization relies on complex methods that 

undermine informed consent that is genuine. Similarly, default settings and complicated 

interfaces make it difficult for individuals to opt out.  

The Act aims to guarantee the rights of individuals to have access to, rectify, and erase their 

personal data. But the ambiguity still persists about implementation. The Indian Data 

Protection Board is responsible for supervision and relief; the actual performance still depends 

on factors such as technical competence.  

 

 
5 Supra Note 1 
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7 Califonia Consumer Privacy Act of 2018, Cal. Civ. Code S. 1798.100 et seq. (2018) 
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1.5 Global Lessons: GDPR and EU AI Act 

The GDPR9 sets the worldwide standards for data protection. It aims to outline transparency, 

minimization of data, clear consent, and a set of user rights. The standards also include data 

protection impact assessments, compulsory along with proper algorithmic auditing and bias 

removal for large-scale automated processing. 

The 2024 EU AI Act10 works with the GDPR11, both os which regulate AI-based frameworks. 

To illustrate, systems using biometric identification and credit  scoring should ensure 

transparency, human oversight, and accountability. India can emulate the strict bans that the 

act imposes on irreducibly risky AI uses as a way to avoid exploitative hyper-personalization 

and unauthorized use of data. 

1.6 Ethical and Compliance Guardrails 

Indian digitality is diverse, much like the country itself. The need for implementation of ethical 

and compliance safeguards is a must; they are as follows: 

● Transparency in algorithmic means that regular independent audits of AI systems used 

for personalization to check that they are not biased and can be held accountable. 

● Improved consent means to have granular opt-ins and opt-outs, dynamic consent 

management, and visible data logs. 

● Influencing prevention should have, among other things, measurable bias checks and 

the right of users to challenge unfair automated decisions. 

● Data minimization is a practice that should limit data collection to what is strictly 

necessary, be it supported by regular reviews and DPIAs for sensitive profiling. 

● Governance should be able to enlarge the independence and technical skills of the Data 

Protection Board, as well as civil society participation. 

 
9 Supra Note 1 
10 Supra Note 3 
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● Furthermore, cross-border data transfers need to be based on consent and limited to 

areas that have similar privacy protection  standards. 

2. Literature Review 

With AI-driven digitalization, there is an unprecedented ability to personalize in real time on 

the basis of predictive content, products, and user experiences. Given the digital economy in 

India that is growing, the use of such technologies is very high, and this has resulted in concerns 

about privacy, algorithmic bias, and regulatory oversight. This literature review investigates 

the mechanism of hyper-personalization both in India and worldwide, the issues of ethics and 

privacy that come along with it, and the relative strength of India's DPDP Act12 as compared 

to the GDPR13 and the EU AI Act14. 

2.1 The Evolution and Implementation of Hyper-personalization 

By AI-powered hyper-personalization technology was initially confined to the e-commerce 

sphere only, the situation has changed, and the technology is now reaching such areas as 

finance, health, education, and governance. According to Kumar and Sinha (2022), the 

evolution of companies like Flipkart and Paytm in India has been possible through the 

implementation of real-time, context-aware recommendations, micro-targeted offers, and 

adaptive interfaces. Bell (2024) mentions that these AI-driven systems have restructured 

business-consumer interactions; thus, client engagement and sales have been boosted. Kumar 

et al. (2024) point to the use of gamification in raising participation by personalized customer-

facing incentive structures. Farooq et al. (2025) argue that Indian consumers would be more 

willing to use such conveniences if they were informed about their data privacy rights. Araujo 

et al. (2020) disclose that users want personalization when it is relevant to the context, but they 

dislike it if they feel it is manipulative. Hari and Bibiyana (2024) share the same opinion and, 

pointing to generational differences, they say that each generation has a different perception of 

sharing their personal data. 

2.1 Consumer Perspectives and the Privacy Paradox 

The "privacy paradox" represents the inconsistency of users who on the one hand fear 
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surveillance, but are also willing to sacrifice their privacy for convenience. Norberg et al. 

(2007) point to the gap between attitudes and behavior that is further complicated by the fact 

that privacy policies are not transparent. Mitra and Rathi (2022) as well as Raj and Singh (2023) 

connect this with the term "consent fatigue", which means that users agree to complex terms 

without really understanding them. According to Zuboff (2019), this can be seen as 

"surveillance capitalism", which reveals the imbalance of power between platforms and users. 

The research of Sayyed et al. (2025) and Farooq et al. (2025) on Indian samples shows that the 

youth are indifferent towards data privacy as they prioritize incentives and peer influence, 

whereas the older users are more cautious because their digital literacy is limited. The trust in 

digital platforms depends on how transparent they are and how reliable their services are. 

Mehta (2023) states that even after the implementation of the DPDP Act, very few digitally 

literate consumers make use of their data rights; thus, there is a need for further awareness and 

accessibility. 

2.3 Algorithmic Discrimination and Ethical Challenges 

Computer systems that implement AI in government and private sectors have been a source of 

worries from an ethical and legal perspective with regard to algorithmic discrimination. 

According to Praveen Yadav and Alok Kumar Yadav (2025), AI jeopardizes fundamental 

rights such as autonomy, transparency, and control because it depends on large, mostly 

sensitive datasets, which are, in most cases, collected without proper consent. Researchers 

around the world, Bell (2024), Araujo et al. (2020), and Zuboff (2019), are putting the same 

message that these kinds of systems have the potential to deepen the existing social inequalities 

by reusing stereotypes and issuing decisions that are not only hard to understand but also cannot 

be challenged. Even though researchers like Bell (2024) and Kumar and Sinha (2022) 

recommend privacy-by-design, AI that can provide explanations, and independent auditing, the 

accountability has been at a standstill due to weak enforcement and organizational resistance 

in India, thereby users have been exposed to non-transparent data practices. 

2.4  The DPDP Act: India's Regulatory Landscape 

 The Digital Personal Data Protection Act, 202315, a landmark framework for the data 

protection regime in India. According to the research of Mehta (2023) and Dutta (2023), it 
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defines the responsibilities of data handling, requires proper consent, and provides rights of 

access, correction, and erasure, along with an emphasis on data minimization and purpose 

limitation. On the other hand, Goyal and Fernandes (2024) are of the opinion that in comparison 

with the EU’s GDPR, the Act still favors the state, has many exemptions, and weaker 

enforcement. Saumya Sinha (2025) points out difficulties in enforcing data minimization, 

handling biometric and fraud data, and identifying high-risk or non-personal data. Though it 

has set up a Data Protection Board, the enforcement is still very limited in rural areas due to 

weak DPIA implementation and low public awareness. 

2.5 International Regulatory Perspectives: GDPR, EU AI Act, and Further 

Worldwide, the GDPR16 is the standard that other data regulations are measured against. It is 

focused on the rights of the users, the right to give consent, accountability, and impact 

assessments for any high-risk processing. The regulation allows users to have the rights to 

access, correct, erase, object, and receive an explanation of profiling, in addition to having 

severe penalties in case of breaches. Nevertheless, the European Parliament (2020) and Goyal 

and Fernandes (2024) also point to the difficulties and inconsistencies in the enforcement of 

the regulation and the challenge of fast AI development. The EU AI Act (2024)17 uses a risk-

based approach that features transparency, testing, and conformity requirements, and it 

prohibits AI systems that can lead to an unacceptable risk of violation of fundamental human 

rights (European Commission, 2024). Others, such as Singapore’s Personal Data Protection 

Act18 and California’s CCPA19, focus on giving more control to the users and on being more 

proactive in risk management, thus calling for the need for better coordination at the 

international level and for a regulation which can adapt to changes. 

2.6 Scholarly Recommendations and Future Directions 

New research provides essential clues on how India can enhance its legal and ethical standards 

while dealing with AI. Yadav and Yadav (2025) and Goyal and Fernandes (2024) propose the 

incorporation of privacy-by-design features in AI technologies right from the start. Sinha 

(2025) advocates for algorithmic transparency as a result of open disclosures, uniform 
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explanations, and impartial auditing. Mehta (2023) and IERJ (2024) call for extensive data 

literacy and awareness programs as a primary means of empowering citizens with knowledge 

of their digital rights. 

Research by Dutta (2023) and Yadav and Yadav (2025) suggests that the Data Protection Board 

should be more independent and technically capable. As per the European Parliament (2020), 

binding DPIAs for AI scenarios involving high risks in line would ensure that those responsible 

keep their duty of accountability.  

Nevertheless, significant gaps in research still persist about how data practices affect different 

rural, gender, and sectoral contexts, and thus need more in-depth, sector-specific studies to 

track data governance in India. 

3. Methodology 

The paper will primarily follow doctrinally based research. It will include comparative policy 

analysis, and selective case study examination. This approach will allow the paper to 

incorporate a detailed study about how data protection rules become effective and adapt to the 

technological advancements in hyper-personalization in India. 

3.1 Doctrinal Legal Analysis 

Doctrinal legal research is about a clear and detailed examination of laws, court decisions, and 

legal documents to determine their purpose and how well they work. This study uses that 

method to analyze the Indian Digital Personal Data Protection Act, 2023 (DPDP Act)20, under 

which it analyzes the law, rights of users, and the security. Besides, it uses a comparative 

approach to study the EU’s GDPR21 and AI Act22, along with the final text and major 

commentaries, to see if there is a match in such areas as consent, disclosure, risk management, 

and ethical use of AI. The study also uses the regulatory guidance to the extent that they help 

in removing the doubts - MeitY23, the European Data Protection Board24, and U.S. agencies - 

to see how the instructions given by the regulators influence the practical implementation. 
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3.2 Legislative Debates and Judicial Precedents 

To understand the changes in law and the public’s expectation, the paper will analyze the 

debates in parliament about the DPDP Act25 to find out the lawmakers' intention and the major 

issues raised by the policies. It bases its reasoning on the constitution and the most important 

court decisions of the Supreme Court, especially the case of K.S. Puttaswamy v. Union of 

India26, which recognized privacy as a fundamental right. Besides, the research refers to the 

well-known court verdicts in the EU and the US on data privacy, algorithmic bias, and 

consumer autonomy to have a comparative view. 

3.3 Comparative Policy Analysis 

To enhance the comprehension of statutory evolution and public expectations, the study goes 

over the debates in the parliament regarding the DPDP Act to follow the legislative intent and 

policy disputes. It bases its examination on the constitution and the biggest Supreme Court 

rulings, especially K.S. Puttaswamy v. Union of India27. The research uses comparative clues 

from the landmark judicial resolutions of the EU and the US concerning data privacy, 

algorithmic bias, and consumer autonomy. 

The methodology uses comparative law to investigate the laws, models of compliance, and 

methods of enforcement of India, the EU, and the US. From this angle, the India regulatory 

environment is evaluated for its sufficiency in the face of worldwide data flows and AI-

powered hyper-personalization. Besides that, it looks at the implementation of policy papers 

originating from NITI Aayog and other multilateral organizations, in addition to ISO technical 

standards, for best practices in the region and to move legal principles into proper privacy and 

algorithmic fairness mediums. 

3.4 Case Studies of Indian Digital Enterprises 

Recognizing the difference between theory and practice, the paper presents cases of data 

governance in various sectors in India, namely banking, fintech, retail, and healthcare. It 

examines the way companies such as HDFC Bank, Paytm, Apollo Hospitals, and leading e-

commerce firms carry out their regulatory obligations by writing compliance reports, privacy 
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policies, and getting the views of practitioners. The examples talk about the difficulties in 

managing consent, detecting bias in algorithms, dealing with data breaches, and implementing 

user rights on a large scale. 

3.5 Engagement with Scholarly Literature 

In order to bridge empirical and law-based knowledge, the article performs a thematic review 

of AI ethics, algorithmic discrimination, consent frameworks, digital consumer behavior, and 

comparative privacy law. It helps journal research and policy commentaries to map the 

dynamic discussions and to understand the ambiguity in law. It helps reveal the interaction of 

law with technology practically, and so discloses moral issues that law has not yet recognized. 

3.6 Secondary Sources and Practitioner Reports 

The paper relies on doctrinal and case study analysis and then on secondary sources such as 

NITI Aayog policy briefs, MeitY white papers, international studies, and regulatory working 

papers. Real compliance challenges, sectoral variations, and consumer perspectives will be 

shown through think tank reports. These will help bridge the gap between data protection and 

the reality of implementation, which will help point out the shortcomings in awareness, 

technology, readiness, and enforcement. 

To be brief, the methodology of the paper is a mixture of doctrinal legal analysis, comparative 

legal analysis, comparative policy scrutiny, and limited case study review to result in a detailed 

and multidimensional investigation of hyper-personalization, AI, and data protection in India. 

This will guarantee that statutory interpretation is supported by ground dynamics and global 

test practices. 

4. Findings 

The Digital Personal Data Protection Act, 2023 (DPDP Act)28 of India, is aimed at making 

adaptable and adequate data protection laws. The Act focuses on enhanced consent standards, 

purpose limitations, and individual rights. The Act administers all data processing activities 

taking place nationally and internationally, affecting Indians. 
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The act encourages explicit and informed consent, provides a list of exceptions for certain uses. 

Individuals are given the right to access, correct, or erase their data, and the companies are 

obliged to maintain data accuracy, ensure data security, and delete data as and when required. 

The act also prohibits advertisements targeting minors, and parental consent is essential if 

children’s data is being processed. Nevertheless, the DPDP Act has a few notable drawbacks 

in adequately addressing AI-driven hyper-personalization that are pinpointed in three areas: 

4.1 Algorithmic Transparency 

Compared to the EU GDPR (Article 22)29, which gives people to opt out of automated 

decisions and requires transparency of algorithms, on the other hand, the DPDP Act lacks the 

elements such as mentioned. Data fiduciaries are obliged to perform data protection impact 

assessments and enable independent audits; they do not have to reveal the AI-powered 

personalization's reasoning or the criteria. Lack of this feature hampers users' awareness and 

control over the potential risks of profiling, bias, and manipulation. Moreover, the EU AI Act30  

mandates that high-risk AI systems should be explainable and have risk assessments, 

conditions that are still not present in Indian regulations. 

4.2 Redressal for Algorithmic Discrimination 

The DPDP Act31 establishes the Data Protection Board of India for rectifying grievances but it 

has some procedural and practical gaps. Consumers have no easy or cheap method of disputing 

unfair or biased automated decisions, especially those resulting from AI-based personalization. 

Academics and practitioners have voiced issues with the Board's ability, openness, and 

impartiality, which may put the physically and digitally marginalized groups at a double 

disadvantage. If protective measures are still lacking, then human rights such as the right to 

fair access to services in banking, healthcare, and e-commerce may be eliminated.  

4.3 Scope Limitations and Non-Personal Data 

The DPDP Act32 is limited only to personal data, thus excluding non-personal and anonymized 

 
29 Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April on the protection of 
natural persons with regard to the processing of personal data and on the free movement of such data (General 
Data Protection Regulation), Article 22, Official Journal L 119, 1-88 (2016). 
30 Supra Note 3 
31 Supra Note 2 
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data. By having such a limited scope, it is possible for large-scale analytics and hyper-

personalization in the areas of e-commerce and digital health, for instance, to be carried out 

without any supervision when they make use of de-identified data. The difference is that a lot 

of processing can be done without the protective measures that are necessary for personal data, 

and it is opposite to the direction most of the world is taking, which is to regulate all data types 

in order to ensure better privacy. 

4.4 Sectoral Compliance Insights from Case Studies 

Empirical evidence and case studies indicate that observance of the DPDP Act is not uniform 

across different sectors. The banking and fintech sectors show better compliance as they are 

more regulated and have a higher level of technological maturity. Thus, these institutions are 

going to the extent of appointing Data Protection Officers, undertaking DPIAs, and keeping 

audit mechanisms. However, sectors such as e-commerce and digital health are behind due to 

the rapid pace and innovation. On the other hand, the e-commerce and digital health sectors 

are trailing behind due to the rapid pace of their innovation and lack of oversight. The absence 

of sector-specific guidance, coupled with the escalation of hyper-personalization technologies, 

has led to privacy compliance that is not uniform, and consequently, consumer protection is at 

a low level, thereby necessitating a stronger regulatory focus and capacity building. 

4.5 To sum up, the DPDP Act illustrates a basic privacy structure that is comprehensive 

and comprises the elements of consent, purpose limitations, and user rights. Nevertheless, the 

Act's limited provision for algorithmic transparency, weak mechanisms for redressal for AI-

driven discrimination, and exclusion of non-personal data make it ineffective for the regulation 

of hyper-personalization. 

Research through real-life scenarios has confirmed the existence of sectoral disparities in the 

level of compliance. It will be crucial to align with international standards such as the GDPR33 

and EU AI Act34 by focusing more on enforcement, making algorithms explainable, and having 

a wider coverage of data in order to safeguard the autonomy, privacy, and fairness of 

individuals as well as to increase their trust in AI technologies. 
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5. Discussion and Analysis  

The Digital India Personal Data Protection Act, 2023 (DPDP Act)35, is still inadequate in 

comparison with the European Union’s GDPR36 and the EU AI Act37 in areas such as AI 

governance, user protections, and hyper-personalization. 

5.1 Comparing DPDP with GDPR & EU AI Act 

The Digital Personal Data Protection Act, 202338 is focused on the digital personal data of 

individuals. The Act governs the elements of consent, use limitation, and user rights, nationally 

and internationally, if it concerns Indian users. The act mandates that consent should be given 

explicitly. It also lays down the principles of accuracy, security, and data deletion. The Act still 

does not address issues such as transparency of algorithms, provision of effective remedies for 

AI-driven discrimination, and non-personal data regulations, and thus limits the ability to 

monitor AI-based hyper-personalization. 

Sectors such as banking and fintech are better off in terms of compliance as per audits and data 

protection officers; however, the situation in e-commerce and digital health sectors is unlikely 

due to weak supervision and rapid innovation. These deficiencies should be dealt with 

measures such as regulator amendments, algorithmic explainability,  inclusion of anonymized 

data, and stronger enforcement, which are all at par with the GDPR39 and EU AI Act40. Steps 

such as improving fairness, autonomy, and privacy protection would facilitate accountability 

and trust of the public towards the Indian digital system, which is now primarily powered by 

AI. 

5.2 Risks of Hyper-Personalization: Manipulation and Discrimination 

Hyper-personalization, in reality, actually leads to manipulative tactics and discriminatory 

outcomes due to a lack of adequate policy measures. Walled recommendations engines that are 

results of proprietary AI algorithms engage in social stereotypes, leading to the isolation of 

vulnerable social groups such as minorities and economically disadvantaged groups. And so 
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these groups are not well versed with technology, leading to unfair credit offers, biased health 

advice, and various digital marketing campaigns, limiting their opportunities. 

This gives right to ethical and constitutional issues like violation of India’s fundamental right 

to equality and privacy jurisprudence as confirmed by the Supreme Court in cases like 

Puttaswamy41. 

5.3 Consumer Awareness and Control 

Different studies have emphasized that Indian consumers lack awareness about how AI-driven 

systems use their personal data. On the one hand, consumers are generally positive towards 

personalized services; however, on the other hand, they hardly understand the way in which 

decisions are made by algorithms or the extent to which their data is being collected. Such an 

imbalance calls into question the very notion of "informed consent" and thus indicates a huge 

necessity for the agency of algorithmic transparency as well as for public education. In the 

absence of clear and easily understandable disclosures along with increased digital literacy, 

which should be part of policy frameworks, consumers are exposed to being exploited and lack 

the necessary skills to practically put their data rights into effect. 

5.4 Legal Gaps and Needed Reforms 

In order for India to close these gaps, it has to put in place reforms that are specifically targeted: 

● Mandate Algorithmic Explainability: It should be a requirement that data fiduciaries 

provide an explanation of automated decision-making in simple terms, especially in 

instances of credit scoring, employment screening, and health services. 

● On AI Audits and Bias Mitigation: It should be a requirement that independent, third-

party audits be conducted regularly to evaluate the AI systems for any effects that 

discriminate and fairness in their operation, and the execution of the corrective 

measures should be supervised. 

● Redress and Appeal Mechanisms: Users should be provided with affordable and 

transparent ways through which they are easily able to challenge biased and incorrect 

 
41 Supra Note 26 



Indian Journal of Law and Legal Research    Volume VIII Issue II | ISSN: 2582-8878 
 

 Page: 6440 

decisions. 

● Enlarge DPDP Coverage to Include Non-Personal Data: Provide safeguards for AI 

interference processes that influence a person's rights or access to services, as AI is 

based on anonymized data or non-personal data, which still has effects on individuals 

The model takes inspiration from both GDPR42 and EU AI Act43 principles, thus combining 

proper consent requirements, fairness and transparency audits, and empowered consumer 

redress. 

Principle India DPDP Act GDPR / EU AI Act 

Algorithmic audits Not mandated Mandated, especially for high-risk AI 

Redressal rights Limited Robust: contestation, explanation, human 

review 

Non-personal data Non-personal data Covered when individual impact exists 

Table 1.1 

5.5 The Role of Indian Institutions 

Indian regulatory authorities, such as the Data Protection Boards, MeitY, etc, should focus on 

effective enforcement by actively interpreting and operationalizing DPDP provisions. AI 

auditing skills, conducting algorithmic impact assessments, and regulatory oversight can help 

achieve this effectiveness. Partnering with industry organizations such as NASSCOM and 

participating in global data governance forums can help create uniform standards to promote 

appropriate practices. 

5.6 Future Directions and Best Practices 

India’s regulations should revolve around the coordination of data protection and AI 
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governance to promote the right equilibrium for local challenges that are in par with global 

trends. Consumer transparency can be initiated by attracting responsible innovation through 

easy and practical ways for compliance. This change can be achieved through collaborations 

between the government and private sectors, digital literacy campaigns, and progressive laws, 

which will be guided by research. 

Briefly explaining, the DPDP Act44 sets the groundwork, but it is essential to be at par with the 

GDPR45 and EU AI Act46, which already mandate the ethically, legally, and socially 

complexities of AI-driven hyper-personalization. 

6. Case Studies  

Sectors such as banking, e-commerce, and health tech have incorporated AI-powered hyper-

personalization. These industries reveal the reality of the integration of hyper-personalization 

challenges concerning compliance that reflect the weaknesses of India's data protection 

framework under the DPDP Act47.  

6.1 Indian Banking Sector: AI-Driven Hyper-Personalization 

The banks use hyper-personalization to analyze customers' transaction histories, spending 

patterns, risk profiles, and other factors so as to improve product recommendations and 

customer service. For example, big banks that use AI-based wealth management will provide 

investment advisory services dynamically, and at the same time carry out automated loan 

application processing and targeted marketing of the insurance and credit products tailored to 

the individual's financial health.  

One such example is the local banks that have formed partnerships with AI platform providers 

in order to implement predictive analytics, which can forecast the customers' needs and, 

therefore, help them get more involved and satisfied. The customer engagement through the 

deployment of this technology is not only possible via various channels, but also, the customers 

get personalized experiences all along the chain of contact, and the manual interventions cease.  

 
44 Supra Note 2 
45 Supra Note 1 
46 Supra Note 3 
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Nonetheless, there are still issues with compliance. Although the DPDP Act provides for 

consent, banks find it difficult to interpret the law into an explanation of AI for their customers. 

In some cases, where automated decisions have an impact on creditworthiness or loan 

approvals, the reasons for such decisions are not provided. There is still a lack of redressal 

systems for customers to seek in case of dissatisfying AI outcomes. 

On the other side, the banking industry worries of the operational challenges that come with 

ensuring bias is properly addressed in their ML models. Data holes and the existence of inherent 

socioeconomic inequalities in datasets can well result in the continuation of biases that are 

already deeply ingrained in the datasets and thus lead to the further marginalization of the rural 

communities or areas that have been left behind by society unless comprehensive fairness 

audits are conducted. Industry experts point out that there is a dire need for more regulatory 

guidance and the establishment of sector-specific standards for AI governance in banking for 

better implementation of AI.  

6.2 E-Commerce Sector: Manipulation Risks and Transparency Efforts 

One of the main ways through which online shopping in India is made more convenient and 

efficient is by the use of machine learning-powered AI-based recommendation engines. E-

commerce sites use recommendation engines to generate more personalized product 

recommendations, discount offers; all of these are according to a user’s preference. These 

algorithms use methods such as collaborative filtering, natural language processing, and 

session based learning to respond to immediate changes.  

However, issues such as data quality, users not understanding how the model works, and users 

getting grouped together on the basis of superficial similarity when these recommendations fail 

are still prominent and arising. The algorithmic process still lacks transparency which increases 

risks of manipulation, impulsive purchases by customers, customer exploitation by behavioral 

bias, and giving customers less number of informed choices. 

Top e-commerce players are inclined towards using hybrid AI models that mix both 

collaborative filtering with content-based filtering and real-time feedback loops that help with 

better user control and personalization. These hybrid AI models are better at privacy policies, 

detailed consent provisions, and user-centric dashboards. But they still lack at deep algorithmic 

explainability. 
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Regulators in India could to better by being in sync with EU markets, such as the GDPR48 lists 

mechanisms that ensure transparency to profiling and targeted advertising, thus, urging 

platforms to reveal profiling logic and provide opt-outs, which makes the consumer be in 

control. 

6.3 Health Tech Sector: AI-Powered Insurance and Diagnostic Platforms 

The Indian health tech sector is enthusiastically integrating AI, which has resulted in insurance 

providers and diagnostic platforms using hyper-personalization to make policies more suited 

for individual needs, predict health risks, and suggest personalized care plans. Currently, 

scanning biometric data, medical records, and lifestyle factors to evaluate an individual’s risk 

of disease is possible, which helps in calculating personalized insurance premiums and 

healthcare recommendations. 

Advancements as mentioned before have led to many issues both ethical and legal. Obtaining 

informed consent from users who have low digital literacy or from those users who fear breach 

of privacy is extremely difficult. Furthermore the health data collected is also used 

anonymously for AI training. Algorithmic bias also leads to discriminatory health outcomes. 

The DPDP Act49 prioritizes consent-centric framework, applying both in terms of the nuances 

of healthcare data involving multiple parties and AI-related decision transparency. However, 

regulatory uncertainty concerning medical data exchange between hospitals, insurers, and AI 

vendors still persist, and so regulations should be more sector specific. 

6.4 Comparative Foreign Examples: GDPR in EU Targeted Marketing vs. India 

The EU's GDPR50 lays down a well-developed legal framework with tough protections for 

targeted advertising and data transfer. According to GDPR51personalized advertising should be 

based on the user's explicit consent, and the user should be given a clear explanation of the 

profiling method and strong rights to opt-out or challenge the decision. The decisions of the 

CJEU, which are very close to the case, limit the conditions under which the behavior of the 

users can be monitored for advertising purposes, thus ensuring that privacy is taken into 
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account from the beginning. 

India's DPDP Act52, on the other hand, which is also a comprehensive one, lets the regulator 

have more discretion and does not have features such as transparency of the algorithm and the 

right to request a review of the profiling at the moment. Indian companies that use targeted 

advertising will have to adjust to the increasing data protection requirements both at home and 

for beyond the border data share of citizens of the EU, which will require the creation of hybrid 

compliance frameworks that combine DPDP53 and GDPR54 principles. 

6.6 These single case analyses collectively illustrate India's hopeful and still difficult path 

of integrating AI-driven hyper-personalization within a framework of responsible data 

governance. The banking sector has successfully adopted AI and has made efforts towards 

compliance, but issues such as transparency and redressal still lack. Similarly, the e-commerce 

sector reveals the challenge of manipulation despite the presence of user control mechanisms. 

The health tech sector was, in fact, the first one to raise the questions of ethics of consent, 

fairness of the algorithm, and data flows. 

The necessity of incorporating legal requirements for transparency, accountability, and user 

empowerment in AI personalization systems is drawn from GDPR. India should focus on 

making law changes, building regulatory capacities, providing sectoral guidance, and 

educating consumers to use the advantages of hyper-personalization. 

7. Policy Recommendations 

India's Digital Personal Data Protection Act, 2023 (DPDP Act)55 is the initiation towards 

establishing laws to protect digital personal data. But to tackle new risks from arising, 

improvements to the policy are required to make the policy more adequate.  

7.1 Strengthening Algorithmic Audit and Transparency Requirements 

Explicit legal mandates that require algorithmic audits and transparency as an integral 

component of data fiduciary obligations should be introduced, such as significant data 
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fiduciaries (SDFs) to conduct data protection impact assessments (DPIAs) and independent 

audits. The Act is still largely procedural without clear requirements for algorithmic 

explainability or disclosure of automated decision-making logic. 

The rules should outline that SDFs are: 

● Regular and independent audits ensure fairness in AI systems, bias detection, accuracy, 

and privacy impact. 

● Summaries that explain AI-driven profiles and automated decisions should be provided 

to the users. 

● There should be regulatory review and enforcement of accountability by keeping audit 

trails and logs that record algorithmic processes. 

● Explanations for data impacting automated results by putting algorithmic transparency 

mechanisms. 

These steps are inspired by the EU AI Act and GDPR Article 22 provisions, will empower the 

users and regulators, facilitate a compliance culture, and decrease discriminatory or opaque AI 

systems  designs. 

7.2 Enabling Accessible Grievance Redressal Modeled on GDPR Article 22 

Accessible and effective grievance redress mechanisms should be prioritized that are tailored 

for AI-driven decisions. Currently, the DPDP Act’s Data Protection Board, established a 

national complaint authority, is still lacking streamlined procedures. 

● For cases of algorithmic discrimination, specialized AI grievance cells with technical 

expertise within the Data Protection Board should be established. 

● Accessible portals and helplines through which data principals can file complaints, 

request human intervention, and seek remedies without incurring excessive delays or 

costs should also be there. 

● The time limits set for the resolution of issues and the transparent reporting of the results 

of the grievances to the public in order to build their trust should also be there. 
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● Knowledge dissemination through different activities and legal assistance to the 

marginalized and the vulnerable consumers for strengthening equitable access should 

also be there. 

● Such changes have the same spirit as the GDPR user empowerment model, whereby 

individuals must be given clear rights to challenge automated processing that has a 

significant impact on their lives. 

7.3 Launching Public Education and Awareness Campaigns 

Meaningful consent can't be achieved if users don't understand AI-driven data processing. 

Indian consumers have varying levels of digital literacy and frequently do not understand how 

hyper-personalization algorithms work and how they are affected by them. 

Public education campaigns should concentrate their efforts on: 

● Simplifying data privacy, profiling, and consent concepts and providing them in local 

languages. 

● Giving the rights under DPDP,having control over one’s own data, and the alternatives 

to oppose unfair decisions. 

● Helping individuals become critical of accepting without understanding the digital 

practices, and at the same time teaching them good digital habits. 

Collaborations between government agencies, civil society, academic institutions, and the 

industry can be the guarantee of the great reach and impact of these programs. These programs 

will create the conditions for users to be active and knowledgeable participants in the digital 

ecosystem, encouraging an ethical use of AI. 

7.4 Developing Privacy-by-Design Standards for Large-Scale AI Adopters 

In order to make privacy one of the core aspects, India needs to require privacy-by-design 

principles for all major entities that are significant adopters of hyper-personalization 

technologies.  

● Limitations of data and purpose are enforced by design. 
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● Conduction of regular bias audits and algorithmic fairness validation under AI 

governance. 

● Detailed consent controls and transparency tools were the main concern. 

● Encryption, anonymization, and secure data storage are some of the safety features. 

Adequacy of Indian frameworks with global frameworks will help in compliance with 

regulations and user trust. 

7.5 Fostering International Legal Cooperation and Routine Harmonization Reviews 

India has to be proactive in international cooperation to harmonize privacy standards and 

regulatory approaches due to data flows and AI development internationally. This involves: 

● Adjusting the DPDP56 rules to be in line with global frameworks like GDPR57 and the 

EU AI Act58 to make compliance easy for multinational digital service providers. 

● Partnering with standard-setting bodies that aid in recognizing best practices and 

establishing the standard for algorithmic accountability. 

● Due to the dynamic technological and market changes, materials for frequent legal 

reviews should be developed. 

7.6 Complicated issues that arise from AI-powered hyper-personalization need to be 

handled through different policy strategies. Such as by improving transparency of algorithmic 

mandates, strengthening audit obligations to disclose automated decision-making, which gives 

more power to both users and regulators. The development of easy-to-understand, high-quality 

complaint mechanisms will help with the rights of users to decrease discriminatory results. 

Awareness about real user empowerment and genuine consent should be encouraged. 

Promoting built-in privacy measures will lead to the inclusion of fairness and security.  

The country will be in a position to harness the power of data-driven innovation through these 

interventions while still upholding the right to privacy as well as ensuring that the highly 

 
56 Supra Note 2 
57 Supra Note 1 
58 Supra Note 3 



Indian Journal of Law and Legal Research    Volume VIII Issue II | ISSN: 2582-8878 
 

 Page: 6448 

personalized hyper-personalization is fair, transparent, and accountable. 

8. Conclusion 

India's Digital Personal Data Protection Act (DPDP Act), 202359, is an initiation towards the 

country's data privacy regime and is in line with international standards through a number of 

its elements, such as, consent, data minimization, purpose limitation, and user rights. The act 

recognizes privacy as one of the most basic rights, as per the landmark case K.S. Puttaswamy 

v. Union of India60 and establishes the Data Protection Board for oversight and grievances. 

However, the AI-powered hyper-personalization problem has been insufficiently dealt with by 

the regulation, which does not have any provision for algorithmic transparency and 

explainability. Without a legal requirement for disclosure in a clear manner, users cannot know 

how automated decisions affect them. The structural and technical challenges of the grievance 

redressal system make it hard for the digitally marginalized groups to benefit from it, and 

therefore, their share in the problem becomes higher. In addition, the Act's limited 

concentration on personal data means that it does not cover non-personal or anonymized data 

that is essential for AI systems. 

Algorithmic transparency should be a legal requirement that is linked to accountability and 

individual autonomy. The use of explainable AI and fairness audits can reveal biases and 

confirm that the systems do not impose inequality. It is important to understand that real 

consumer empowerment goes beyond obtaining formal consent; it also requires the user to be 

educated, through digital literacy initiatives that can make the user capable of exercising the 

rights granted to them in an effective manner. 

Well-regulated privacy protection can be initiated through strong audit mechanisms and well-

defined redress options that are built on trust of both users and developers. The DPDP Act 

should be made adequate to the need for algorithmic audits, institutional capacity enhancement, 

and adapting the best global practices like the GDPR61 and EU AI Act62 to Indian contexts. 

India is encouraged to organize its data governance in a way that puts transparency, fairness, 
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and user empowerment at the core, thereby ensuring that hyper-personalization becomes a 

means of inclusion rather than one of exploitation and that AI-driven developments are 

compliant with constitutional principles of dignity, equality, and trust. 

Steps as recommended will help make India reach a position where it can leverage data-driven 

innovation and also honor the right to privacy and ensure that hyper-personalization is 

conducted in a way that encourages fairness, transparency, and accountability. 
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