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Governing the Al Elephant
= Business Standard 18 August 2026 @

} INTERVIEW ANGLE

"The editorial calls for governance-focused rather than technology-specific Al oversight in
finance. What are the risks of a principles-based governance approach compared to rigid

technology-specific rules, especially as Al capabilities evolve faster than any static rulebook?"

(® Every fact web-verified against primary sources

THE LIFT LINE

Writing a specific rule for today’s Al risks writing an obsolete rule for tomorrow’s. The editorial’s bet is that

accountable governance ages better than a rulebook.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

This editorial gives a concrete financial-sector case study of a broader regulatory-design debate, principles-
based governance versus prescriptive technical rules, directly relevant to GS3 questions on regulating fast-

evolving technology.
GS Paper 3: Indian economy, banking and financial regulation, AI governance.

GS Paper 2: Regulatory design, institutional accountability mechanisms.

CONCEPT MEANING WHY IT IS TESTABLE
Governance- Regulation via institutional accountability and risk- The editorial’s core regulatory-
focused oversight management processes rather than specific technical design argument

rules
Technology-specific Prescriptive regulations tied to a particular The approach regulators are
rules technology’s current capabilities deliberately avoiding
Bias-detection Active processes to identify skewed or unfair Al The specific board-level
mechanisms outputs before they cause harm responsibility the editorial calls

for
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BACKGROUND AND CONTEXT

India’s financial sector, banks, stock exchanges, and fund managers, has increasingly integrated Al into core
functions including credit-risk assessment, fraud detection, and market surveillance. As these
applications have expanded, financial regulators have faced a choice between writing specific technical rules
governing Al use, or embedding Al oversight within existing institutional governance and accountability

frameworks, the approach this editorial examines and endorses.

THE ANALYSIS

1. The pace-of-change argument favours governance over prescriptive rules. Al capabilities and
applications evolve considerably faster than typical regulatory drafting and revision cycles, meaning a rule
written for today’s Al systems risks being outdated, or easily circuamvented via minor technical changes, well

before the next regulatory review.

2. Governance-focused oversight shifts the locus of accountability to institutional boards.
Rather than the regulator specifying exactly what Al systems may or may not do, boards become responsible
for identifying AI-driven decisions, monitoring their performance, and managing associated risks, a structure

that can adapt as the underlying technology changes without requiring new rule-making each time.

3. Data-quality auditing is identified as a specific, actionable board responsibility. Since biased
or unrepresentative training and input data produces biased AI outputs regardless of algorithmic
sophistication, auditing data quality is a concrete, board-level intervention point distinct from monitoring the
Al model itself.

4. Bias-detection mechanisms need to be proactive, not reactive. The editorial’s emphasis on
identifying problems “before they surface” reflects a preventive risk-management philosophy, catching skewed
credit decisions or flawed fraud detection through active monitoring rather than waiting for consumer

complaints or market-integrity incidents to reveal failures after the fact.

5. The enforcement-consistency trade-off is the approach’s genuine vulnerability. Principles-
based, governance-focused oversight can be harder to enforce uniformly across institutions than specific
technical requirements, creating a risk that some boards treat governance processes as a compliance formality

rather than substantively managing AI risk.
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DATA AND INSTITUTIONS VAULT

PRELIMS-GRADE FACTS:

Al applications in Indian finance: credit checks, fraud detection, market surveillance
Regulatory approach: governance-focused oversight, not rigid technology-specific rules

Board responsibilities identified: identify AI-driven decisions, audit input-data quality, build bias-
detection mechanisms

WATCH THE TRAP: GOVERNANCE-FOCUSED OVERSIGHT IS NOT AN ABSENCE OF REGULATION; IT IS
A DELIBERATE REGULATORY-DESIGN CHOICE PLACING ACCOUNTABILITY ON INSTITUTIONAL
BOARDS RATHER THAN PRESCRIBING SPECIFIC TECHNICAL RULES.

THE DEBATE

Argument FOR technology-specific rules. Specific, measurable technical requirements are easier to
enforce consistently across institutions and leave less room for superficial compliance than broader

governance principles.

Argument AGAINST rigid rules, FOR governance-focused oversight (Business Standard’s
position). Al technology evolves too quickly for prescriptive rules to remain relevant, and embedding
accountability within institutional governance structures allows oversight to adapt without constant regulatory

rewriting.

Balanced verdict. Governance-focused oversight is well-suited to AI’s pace of change, but its success
depends heavily on regulators actively verifying that board-level governance processes are substantive rather
than performative, meaning some baseline technical and reporting requirements may still be necessary to

make governance-focused oversight genuinely enforceable.

HOW TO THINK ABOUT THIS

The transferable pattern: when regulating a fast-evolving technology, weigh the durability
advantage of governance-focused, accountability-based oversight against the enforcement-
consistency advantage of specific technical rules, since the right balance depends on how
quickly the technology in question is likely to outpace any fixed rulebook. This applies across Al

regulation in healthcare, transport and other sectors, not finance alone.
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DIAGRAM-IN-WORDS

Fast-evolving AI technology Board-level governance

outpaces prescriptive rule cycles data audits, bias detection

[ Adaptable financial-sector oversight ]

durable, if boards act substantively

Fast-evolving Al technology is matched with board-level governance accountability rather than rigid

technical rules, aiming for oversight that remains adaptable.

TAKEAWAY BOX

Writing a specific rule for today”s Al risks writing an obsolete rule for tomorrow’s. The editorial’s bet is

that accountable governance ages better than a rulebook.

Al in Indian finance for credit checks, fraud detection, surveillance; regulators favour governance-

focused oversight over technology-specific rules.

how should regulators verify that a bank’s AI governance processes are substantive risk management

rather than compliance theatre?

UPSC has tested financial-sector regulation and emerging-technology governance (GS3); this editorial’s

governance-versus-prescriptive-rules framing strengthens any such answer.

“Governance-focused oversight is better suited than rigid technology-specific rules for regulating Al in

India’s financial sector.” Examine this claim.

Sources: Business Standard

Source: Governing the AI Elephant — Ujiyari.com | Free UPSC & State PCS Editorial Analysis
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® KEY ARGUMENTS AT A GLANCE

Business Standard argues India’s financial sector, banks,
exchanges, fund managers, is increasingly deploying Al for credit
checks, fraud detection and surveillance, but regulators are
deliberately avoiding rigid technology-specific rules in favour of
governance-focused oversight that clarifies accountability,
monitoring and risk management, and calls on boards to identify
where Al drives critical decisions, audit input-data quality, and
build bias-detection mechanisms before problems surface.

v SUPPORTING

* Al capabilities and applications evolve faster than typical regulatory rule-making cycles,
meaning rigid, technology-specific rules risk becoming outdated or circumvented shortly
after being written.

* A governance-focused approach, placing accountability on institutional boards rather than
prescribing specific technical requirements, allows oversight to remain relevant even as the

underlying Al technology changes.

A COUNTER

A counter-view holds that governance-focused, principles-based oversight can be vaguer and
harder to enforce consistently than specific technical rules, potentially allowing institutions to
claim compliance through superficial governance processes without meaningfully addressing
underlying Al risks like biased credit decisions or undetected fraud-detection failures.

— WAY FORWARD

Business Standard’s position is that boards of financial institutions should proactively take
ownership of Al governance, systematically identifying which decisions are Al-driven, auditing
the quality and representativeness of input data, and building active bias-detection
mechanisms, rather than waiting for prescriptive regulatory rules or for Al-related failures to
surface reactively.
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-g,é\ MAINS ANSWER FRAMEWORK

QUESTION
Discuss why financial regulators may prefer governance-focused oversight over rigid technology-specific

rules for Al deployment, and examine the specific accountability mechanisms this requires from bank

and exchange boards. (250 words)

INTRODUCTION

Business Standard examines how India’s financial regulators are approaching Al oversight in banks,
exchanges and fund managers, arguing for governance-focused accountability mechanisms over rigid
technology-specific rules, and calling on institutional boards to take direct ownership of Al risk

management.

BODY

India’s financial sector has increasingly deployed Al for functions including credit-risk assessment, fraud
detection and market surveillance, applications with direct consequences for consumers and market
integrity. The editorial’'s central observation is that regulators are deliberately choosing not to write rigid,
technology-specific rules governing these Al applications, recognising that Al capabilities and use cases
evolve considerably faster than typical regulatory rule-making cycles, meaning prescriptive technical rules
risk becoming obsolete or easily circumvented shortly after enactment.

Instead, the preferred approach emphasises governance-focused oversight: clarifying institutional
accountability for Al-driven decisions, requiring ongoing monitoring of Al system performance, and
embedding risk-management responsibility within existing institutional governance structures rather than
creating a separate, technology-specific compliance regime. The editorial translates this into concrete
expectations for financial-institution boards: systematically identifying which specific decisions, credit
approvals, fraud flags, trading surveillance, are materially influenced by Al systems; auditing the quality and
representativeness of the data those systems are trained and operated on, since biased or
unrepresentative input data produces biased outputs regardless of the underlying algorithm's
sophistication; and building active bias-detection mechanisms that can surface problems before they cause
consumer harm or market-integrity failures, rather than discovering them only after complaints or

incidents occur.

CONCLUSION

A complete Mains answer should recognise governance-focused oversight as a deliberate regulatory
strategy suited to fast-evolving technology, not a weaker substitute for technical rules, while also
acknowledging the genuine enforcement-consistency challenge principles-based approaches face

compared to specific, measurable technical requirements.
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