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Abstract—

The rapid integration of artificial intelligence (Al) into marketing practices has coincided with the introduction of
stringent global data protection regulations, creating significant compliance challenges for marketing organizations.
This research examines marketer readiness for upcoming Al and data protection regulations, with a primary focus on
India’s Digital Personal Data Protection Act (DPDPA), 2023, alongside global frameworks such as the General Data
Protection Regulation (GDPR) and the California Privacy Rights Act (CPRA). Using regulatory analysis, empirical
industry data, and real-world enforcement case studies, the study identifies critical gaps in governance, technical
infrastructure, data readiness, and organizational capability. The findings indicate that a majority of organizations deploy
Al-driven marketing tools without adequate consent architecture, algorithmic governance, or data minimization
practices, resulting in heightened regulatory exposure. The paper concludes by positioning compliance-first marketing
as a strategic imperative and competitive advantage in an increasingly privacy-regulated digital ecosystem.

Index Terms—Artificial intelligence, data protection, DPDPA, GDPR, marketing compliance, consent management.
1. Introduction and Problem Statement
1.1 Context: The Perfect Storm

Marketing technology has entered an era of unprecedented regulatory pressure. For decades, the digital advertising
ecosystem operated with minimal oversight, enabling marketers to collect vast quantities of personal data with minimal
user awareness or consent. This paradigm has fundamentally shifted.

The inflection point arrived through multiple simultaneous developments:

Regulatory Catalyst: India's Digital Personal Data Protection Act, 2023, signed on August 11, 2023, represents the
first comprehensive privacy legislation in Asia's largest digital economy. Following its enactment, Phase 1 became
operational on November 13, 2025, establishing the Data Protection Board of India (DPBI) and activating penalty
mechanisms. The Act follows successful implementation of Europe's GDPR (2018) and California's CCPA/CPRA
framework, establishing a global precedent for privacy-centric regulation.

Technology Catalyst: Artificial intelligence has become central to marketing operations. A 2024 survey of compliance
leaders in financial services found that among respondent firms already using Al, 52% use public enterprise generative
Al tools (such as ChatGPT), 50% use private/enterprise generative Al, and 43% use machine learning. However, 68%
of compliance professionals reported that Al tools have had "no impact” on their compliance programs, suggesting
widespread adoption without adequate governance.

Consumer Behavior Catalyst: Third-party cookies—the foundational tracking mechanism underpinning digital
advertising—have been phased out entirely by Google Chrome as of mid-2024, affecting approximately 75% of the
browser market. This forced deprecation, driven by privacy concerns and regulatory pressure, eliminates marketers'
ability to track users across websites without explicit consent.

Enforcement Catalyst: Regulators have become aggressive enforcers. The FTC's "Operation Al Comply,"” launched in
2024, resulted in over $785 million in fines for deceptive Al-generated advertising and misleading health/financial
claims. Individual enforcement actions have reached substantial penalties: the FTC settled with DoNotPay for $193,000
for deceptive Al "lawyer" claims, and pursued multiple online business schemes (Ascend Ecom, Ecommerce Empire
Builders, FBA Machine) for Al-enabled fraud totaling over $50 million in consumer losses.
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1.2 The Central Problem: Marketer Readiness Gaps

Despite regulatory clarity, marketing organizations demonstrate critical readiness gaps:

Governance Gap: Only 32% of respondents have established an Al committee or governance group, and only 12% of
Al-using firms have adopted comprehensive Al risk management frameworks. Most concerning: 92% of respondents
have yet to adopt policies and procedures to govern Al use by third parties or service providers, leaving firms vulnerable
to cybersecurity, privacy, and operational risks.

Knowledge Gap: Marketers conflate Al regulation with general data protection compliance, failing to understand that
DPDPA, GDPR, and EU Al Act treat Al-specific obligations as distinct from baseline data protection. Understanding
of consent architecture requirements remains limited; many organizations continue to rely on privacy policy updates
rather than designing explicit consent mechanisms into campaigns from inception.

Technical Infrastructure Gap: Legacy marketing technology stacks lack native compliance capabilities.
Organizations deploying generative Al for ad copy, targeting, or personalization often lack review mechanisms to
prevent regulatory violations. Additionally, many organizations have not transitioned to cookieless data strategies,
despite the completed phase-out of third-party cookies, creating dependency on now-unavailable tracking mechanisms.

Resource Gap: Smaller and mid-sized marketing organizations lack dedicated compliance resources or access to legal
expertise. Cross-functional collaboration between marketing, legal, IT, and data teams remains ad-hoc rather than
systematized.

1.3 Research Questions and Objectives
This paper addresses the following research questions:

1. What is the current state of marketer readiness for compliance with Al and data protection regulations, and
where are the critical gaps?

2. How do regulatory frameworks—particularly DPDPA, GDPR, and CPRA—specifically require changes
to marketing technology, data practices, and campaign architecture?

3. What are the technical and organizational implications of transitioning to compliance-first marketing in a
cookieless, consent-driven environment?

4. How can organizations strategically position compliance as a competitive advantage rather than a cost
center?

The research employs a three-pronged analytical approach: regulatory document analysis, empirical readiness data, and
case study examination of compliance failures and successes.

2. Comprehensive Regulatory Framework Analysis
2.1 India's Digital Personal Data Protection Act, 2023: Foundational Requirements
2.1.1 Legislative Overview and Timeline

The Digital Personal Data Protection Act, 2023 (DPDPA) was signed into law on August 11, 2023, and represents
India's first comprehensive data protection legislation. The Act was developed through extensive consultation with
industry, civil society, and international stakeholders. Its enactment followed years of debate, with multiple earlier drafts
(the Personal Data Protection Bill, 2019 and 2021) substantially incorporating feedback.

The Act's implementation proceeded in phases:
Phase 1 (Effective November 13, 2025):

e Establishment and operational launch of the Data Protection Board of India (DPBI) headquartered in the
National Capital Region

e Activation of penalty enforcement mechanisms
e Activation of all core compliance obligations for data fiduciaries

e Administrative provisions and regulatory framework became operational
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Phase 2 (12 months post-Phase 1, November 13, 2026):

e Opening of Consent Manager registration portal

e Operational implementation of centralized consent infrastructure

e Transition to consent management platform (CMP) reliance for organizations meeting registration criteria

2.1.2 Core Compliance Requirements for Marketers

The DPDPA introduces framework requirements that fundamentally alter marketing operations. The following table
synthesizes key provisions affecting marketing:

Obligation DPDPA Marketing Impact Key Requirement
Reference
Consent must be free, specific,
Explicit Consent All personal data processing requires | informed, unambiguous, and
for Data affirmative, informed consent—pre- | given by clear affirmative
Processing Section 5 selected opt-in checkboxes are prohibited. | action.
Cannot  bundle  unrelated
Separate consent required for each distinct | purposes into single consent;
Consent processing purpose (email marketing, || each purpose requires explicit
Granularity Section 5 personalization, analytics, ad targeting). acknowledgment.
Must maintain verifiable records of all || Audit logs must be exportable
consents including: timestamp, language || and demonstrable to Data
Consent used, identifier of consenting individual, | Protection = Board  during
Documentation Draft Rule 3 specific purpose consented to. investigations.
Data collected for one purpose cannot be || Organizations must classify all
repurposed without fresh consent. Email || processing purposes upfront
Purpose Section 5, || list consent cannot authorize third-party | and collect separate,
Limitation Clause 7 advertising without new consent. documented consent for each.
Conduct data audits to
Organizations must collect and store only || eliminate unnecessary data
personal data necessary for stated || elements; establish retention
Data purposes; excessive data collection creates | policies and auto-deletion
Minimization Section 5 compliance risk. timelines.
Individuals can withdraw consent at any | Implement revocation
Consent time; withdrawal must be as simple as | mechanisms across all
Withdrawal initial consent process (e.g., one-click opt- || channels; immediate cessation
Mechanism Section 5 out). of processing upon withdrawal.
Behavioral monitoring, tracking, and . .
targeted advertising toward children under Age-_ggt_l ng requweme_nts;
Children's  Data 18 is prohibited entirely; parental consent proh|p|t|on of personallz_ed
Protection Section 9 may be required for some processing. targe_tmg; potential
requirement  for  parental
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Obligation DPDPA Marketing Impact Key Requirement
Reference
verification before processing
child data.
Under Draft Rules: email +
Organizations must notify DPBI and || online form submission within
affected individuals of breaches within [ 72 hours; include root cause
Breach prescribed timelines; high-risk breaches | analysis and breach
Notification Section 8(6) require immediate notification. containment details.
Encryption (AES-256
Data fiduciaries must implement | minimum for sensitive data);
"reasonable security safeguards" || role-based access controls;
Security appropriate to data sensitivity and | audit logging; regular security
Safeguards Section 8(5) processing nature. assessments.
Significant Data Fiduciaries must conduct
algorithmic audits ensuring automated | Document Al/ML models used
Section 10, || decision-making does not violate data | for targeting, personalization,
Algorithmic Rule 13 (for || principals' rights; explainability of || or offer decisions; conduct bias
Transparency SDFs) algorithmic outputs required. audits; maintain audit trails.

2.1.3 Penalty Structure and Financial Exposure

The DPDPA establishes a graduated penalty framework based on violation severity. Organizations face maximum fines
reaching 3250 crore (approximately $30 million USD) for certain violations:

Penalty Schedule (per violation):

1. %250 crore (Maximum): Failure to take reasonable security safeguards resulting in data breach (Section 8(5))

2. %200 crore:

Breach of obligations related to children's data protection (Section 9)

Failure to notify Data Protection Board and/or affected data principals about data breach (Section 8(6))

3. 150 crore: Breach of additional obligations specific to Significant Data Fiduciaries (Section 10)

4. 350 crore: Any other breach of DPDPA provisions not falling into above categories

5. %10,000: Frivolous complaints filed by individuals

Penalty Determination Factors

The Data Protection Board must consider the following when determining penalty amounts within maximum limits:

e Nature, gravity, and duration of the breach

e Type and sensitivity of personal data affected

e Repetitive nature of the violation

e Whether the organization realized financial gain or avoided loss through the breach

e Mitigation efforts undertaken by the organization

e Proportionality and effectiveness of the proposed penalty
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Real-World Impact: For a marketing organization processing data for 10 million Indian consumers across multiple

channels, a security breach affecting sensitive data could result in cumulative penalties approaching 3250 crore per
violation, potentially bankrupting mid-sized firms.

2.1.4 Significant Data Fiduciary (SDF) Enhanced Obligations

The DPDPA introduces a risk-stratified compliance approach through the "Significant Data Fiduciary™" designation.
Under Section 10(1), the Central Government may classify certain Data Fiduciaries as SDFs based on specific criteria.

SDF Classification Criteria:
Organizations are subject to SDF designation if they meet one or more of the following:

1. Volume of Personal Data Processed: Entities handling large volumes of personal data, though specific
thresholds remain to be prescribed by regulation (likely >10-50 million individuals)

2. Sensitivity of Data Processed: Organizations processing sensitive personal data including:
e Financial information (bank accounts, credit history, transaction records)
e Health records or medical history
o Biometric data (fingerprints, facial recognition, iris scans)
e Caste, religion, political affiliation
o Data regarding sexual orientation or gender identity

3. Risk of Harm to Data Principals: If data processing activities pose material risk of financial loss, reputational
harm, or discrimination to individuals

4. National or Public Interest: Activities affecting critical infrastructure, national security, or public safety
5. Supplementary Factors: Other criteria as deemed necessary by Central Government
SDF-Specific Obligations (Section 10):

Once designated as an SDF, organizations must implement enhanced compliance measures:

Obligation Requirement Marketing Implications

Must be India-based and accountable for | Requires hire or designation of qualified

Auditor (IDA)

data practices and security measures

Data Protection Officer | compliance; represents organization | compliance officer with legal authority and
(DPO) before DPBI reporting to senior management

Adds significant compliance cost; audit
Independent Data || Conduct annual third-party audits of || scope must cover marketing technology

deployments

Data Protection Impact
Assessment (DPIA)

Mandatory for all high-risk processing
activities including Al-driven targeting
and personalization

Must document risks, mitigation measures,
and ongoing monitoring for algorithmic
decision-making in campaigns

Algorithmic Audit

Requirement

Conduct regular audits of Al/ML
systems to ensure compliance and
prevent discrimination

Must test for bias in ad delivery, pricing
algorithms, recommendation engines, and
targeting logic
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Obligation Requirement Marketing Implications

Requires sophisticated data governance
Maintain detailed records of all | infrastructure; failure to produce records

Transparency and || processing activities; provide regular | upon demand results in presumption of
Accountability reports to DPBI violation

Conduct systemic assessments of

Risk Assessment and | privacy  risks and implement || Marketing organizations must assess Al and
Mitigation proportionate safeguards targeting risks specifically

Organizations already designated as SDFs (presumed to include major e-commerce platforms, fintech companies, large
social media platforms, and telecommunications firms operating in India) face substantially higher compliance burden
and enforcement scrutiny.

2.1.5 Consent Architecture: The Architectural Shift

The DPDPA's consent requirements represent a fundamental architectural shift from traditional marketing practice. The
Act mandates what is termed a "consent-first" architecture:

Traditional (Pre-DPDPA) Architecture:

Collect broad user data via privacy policy (often via small text)
Provide opt-out mechanism (typically buried, difficult to use)
Process data for multiple purposes without specific purpose-level consent

Combine data from multiple sources without explicit authorization

DPDPA-Compliant Architecture:

Define specific purposes upfront

Collect separate, granular consent for each purpose

Maintain audit trail of consent (timestamp, language, identifier, purpose)
Implement immediate processing restrictions upon consent withdrawal

Provide centralized preference portal for consent management

Technical Implementation Requirements:

Organizations must deploy Consent Management Platforms (CMPs) or equivalent infrastructure with the following
capabilities:

1. Multilingual Consent Notices: Support for English and major Indian languages (Hindi, Tamil, Bengali,

Marathi, Gujarati, Telugu) with WCAG compliance for accessibility

2. Granular Purpose-Specific Consent: Separate consent collection for distinct purposes:

JRTI2512151 |

e Email marketing

o Personalization and recommendations
e Analytics and measurement

e Ad targeting and retargeting

e Third-party data sharing

e Al/ML model training

International Journal for Research Trends and Innovation (www.ijrti.org) b424



http://www.ijrti.org/

© 2025 IJRTI | Volume 10, Issue 12 December 2025 | ISSN: 2456-3315
3. Audit Trail Logging: Automated logging including:

e Timestamp of consent collection
e Language in which consent provided
e Unique identifier of consenting individual
o Specific purposes for which consent given
o |P address and device information (for verification)
e Version of consent notice presented
4. Consent Withdrawal Mechanisms:
e One-click opt-out across channels
e Immediate processing stoppage
o Retroactive evaluation: Processing after withdrawal may constitute breach
5. Real-Time Integration: CMPs must integrate via APIs/SDKSs with:
e Customer Relationship Management (CRM) systems
e Analytics platforms
o  Email marketing automation tools
e Advertising platforms
o Marketing data warehouses
e Ensure processing only occurs when valid consent exists
6. User Preference Portal: Self-service dashboards allowing individuals to:
e View current consent status for all purposes
o Download consent history
¢ Modify or withdraw consent
o Revoke consent effective immediately
CMP Implementation Landscape:

Multiple CMP providers have developed India-specific solutions:

CMP Provider Jurisdiction Key Differentiator Target Market
Scope

Consentin End-to-end DPDPA compliance; supports apps, || BFSI, healthcare,

(Leegality) India-focused websites, APIs, enterprise systems Saa$, enterprises
India-first Scalable, affordable, automatic regulatory || SMBs, startups,

DPDPA Consultant | approach updates, comprehensive dashboards all industries

HyperTrust Al-driven identity verification + consent | Fintech, KYC-

(HyperVerge) India + Global verification heavy industries
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CMP Provider Jurisdiction Key Differentiator Target Market
Scope
Lightweight, API-first, rapid deployment (2-3 || Startups, e-
Zoop Multi-region weeks) commerce, MVPs
Large
Global with India | Enterprise automation, global framework | multinationals, IT
Securiti.ai support harmonization, Al governance enterprises

2.2 Global Data Protection Frameworks: GDPR and CCPA/CPRA

2.2.1 European Union GDPR: The Regulatory Precedent

The General Data Protection Regulation (GDPR), effective since May 25, 2018, established the foundational
architecture for modern privacy regulation that influenced subsequent legislation globally, including DPDPA.

GDPR Foundational Principles Applicable to Al in Marketing:

Under Article 5 of GDPR, organizations must comply with six foundational principles when processing personal data,
which have specific implications for Al-driven marketing:

1. Lawfulness, Fairness, and Transparency (Article 5(1)(a)):

o All personal data processing must have a valid legal basis (consent, contract, legal obligation, vital
interests, public task, or legitimate interests)

e For marketing Al, organizations must clearly disclose use of data for model training and algorithmic
decision-making

o Cannot use data for Al training without explicit consent if original collection purpose was different
2. Purpose Limitation (Article 5(1)(b)):

e Personal data collected for one purpose cannot be reused for unrelated purposes without fresh legal
basis

o Critically: data collected for customer service cannot be repurposed for Al model training without
separate consent

e In marketing context: customer purchase data collected for order fulfillment cannot be used for
predictive pricing algorithms without consent

3. Data Minimization (Article 5(1)(c)):
e Organizations must collect and process only personal data necessary for stated purposes
o Excessive data collection violates GDPR even if all data points are used
e Prohibits speculative data collection "in case we need it later"
4. Accuracy (Article 5(1)(d)):
e Personal data must be kept accurate and kept up-to-date
e Organizations must take reasonable steps to delete or correct inaccurate data

e Inmarketing: Al systems trained on inaccurate or outdated data constitute breach if they make decisions
based on erroneous information

5. Storage Limitation (Article 5(1)(e)):
e Personal data must not be stored longer than necessary for processing purposes
e Organizations must establish retention timelines and delete data upon expiration

o Conflicts with traditional marketing practice of maintaining customer databases indefinitely
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6. Integrity, Confidentiality, and Accountability (Article 5(1)(f)):

e Requires security measures preventing unauthorized or unlawful processing
e Must implement encryption, access controls, and audit logging

o Organizations must demonstrate accountability through Documentation of Processing Activities
(Record of Processing Activities - ROPA)

Right Not to Be Subject Solely to Automated Decision-Making (Article 22):
A critical provision for Al-driven marketing requires human intervention for significant decisions:

e Individuals have the right not to be subject to automated decision-making that produces legal or similarly
significant effects

o Inmarketing: Automated pricing adjustments, automated access denial to services, or automated exclusion from
promotional offerings may violate Article 22 unless human review is provided

o Organizations must provide explanation and opportunity to challenge automated decisions

GDPR Consent Requirements (Article 7):

Consent must be freely given, specific, informed, and unambiguous

Organizations must be able to demonstrate that consent was obtained

Consent mechanism must be as easy to withdraw as to provide

Pre-ticked boxes or inactivity do not constitute valid consent

Consent cannot be bundled with other terms; separate, optional consent required for non-essential processing
GDPR Enforcement and Fines:
GDPR establishes a two-tiered penalty structure:

e Tier 1: Up to €10 million or 2% of annual global revenue (whichever is higher) for violations of certain
obligations

e Tier 2: Up to €20 million or 4% of annual global revenue (whichever is higher) for violations including lack of
consent, processing purpose violations, lack of data subject rights infrastructure

For a marketing organization with €500 million annual global revenue, a Tier 2 violation results in maximum fine of
€20 million, significantly exceeding comparable fines in other jurisdictions.

2.2.2 California's CCPA and CPRA Framework

The California Consumer Privacy Act (CCPA), effective January 1, 2020, was superseded and substantially expanded
by the California Privacy Rights Act (CPRA), effective January 1, 2023, creating what regulators term "CCPA 2.0."

CPRA Enhancements Affecting Marketing:
The CPRA introduced several new obligations significantly impacting marketing technology and strategy:
1. Expanded Sensitive Personal Information Categories
CPRA defines "sensitive personal information" requiring enhanced protections, including:
e Financial information (bank account numbers, credit card numbers, payment card numbers)
e Precise geolocation data (latitude/longitude coordinates, not approximate zip code)
e Health data (medical history, prescription records, genetic data)
e Biometric data (fingerprints, iris scans, facial recognition data)

e Social security numbers and equivalent government identifiers
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Racial or ethnic origin

Religious beliefs

Union membership

Genetic data

Sexual orientation or gender identity
Citizenship or immigration status

NEW (CPRA): Behavioral tracking patterns, demographic profiling information

For sensitive personal information, organizations must obtain explicit consent before use beyond basic service provision,
affecting location-based marketing, demographic targeting, and behavioral profiling.

2. Cross-Context Behavioral Advertising Restrictions

The CPRA significantly constrains targeted advertising practices:

Defines "targeted advertising™ as displaying advertisements based on personal data obtained from consumer
activity across non-affiliated websites

Includes retargeting campaigns, lookalike audiences, and behavioral targeting
Requires explicit opt-out mechanisms for all targeted advertising

When consumers opt out, organizations must ensure third-party advertising platforms (Google Ads, Facebook,
programmatic networks) respect preferences across entire technology stack

3. Global Privacy Control (GPC) Implementation

Effective January 2025, California marketers must implement automatic recognition of Global Privacy Control signals:

GPC is a browser/device signal indicating consumer opt-out preferences

CPRA requires automatic signal recognition without additional user action

When GPC detected, organizations must immediately apply data processing restrictions
Affects all behavioral advertising and cross-site tracking activities

Requires technical infrastructure changes to advertising platforms, analytics tools, and marketing automation
systems

Technical Requirements:

Marketing organizations must:

Configure advertising platforms to detect GPC headers automatically

Suppress behavioral targeting when GPC signal present

Implement opt-out across Google Ads, Facebook advertising, LinkedlIn, and programmatic display networks
Maintain real-time synchronization between agency databases and advertising platform audience segments

Document GPC signal processing with audit trails

4. California Protection Agency (CPPA) Enforcement Authority

The CPRA established a dedicated California Privacy Protection Agency (CPPA) with aggressive enforcement mandate:

JRTI2512151 |

Honda Fine ($632,500, 2024): For technical compliance failures including inadequate opt-out implementations

Todd Snyder Fine ($345,178, 2024): For configuration failures in privacy rights portals

International Journal for Research Trends and Innovation (www.ijrti.org) b428



http://www.ijrti.org/

© 2025 IJRTI | Volume 10, Issue 12 December 2025 | ISSN: 2456-3315

These enforcement actions demonstrate that technical implementation details, not just policy statements, determine
compliance.

CPRA Penalties:

$2,500 per violation
$7,500 per intentional violation
No private right of action for CPRA violations (unlike CCPA)

For organizations processing data from thousands of California residents, even unintentional violations quickly
accumulate to millions in exposure

2.3 EU Al Act: Al-Specific Regulatory Requirements

The European Union's Artificial Intelligence Act, adopted in June 2024 and expected to be fully enforced by 2026,
introduces Al-specific obligations beyond general data protection.

Classification of Marketing Al as High-Risk:

The EU Al Act classifies Al systems affecting economic opportunity, pricing decisions, or access to services as "high-
risk," requiring:

1.

Risk Classification: Mandatory assessment of Al systems determining whether they pose high risks to
consumer rights and safety

Technical Documentation: Detailed records including:
o Description of Al system architecture and decision logic
o Data used for model training (including data sources and characteristics)
e Testing and validation results
e Known limitations and risk mitigation measures
Audit Trails: Automatic logging of:
e Inputs provided to the Al system
e Outputs/decisions generated
e Model parameters and weights
e Changes to model over time

Human Oversight Protocols: Required human review for high-risk decisions, with documented procedures
for:

e When human review triggered

e Who conducts review

e How human review influences final decision
Transparency Requirements:

e Disclosure when individuals interact with Al systems

e Clear labeling of Al-generated content

o Explanation of algorithmic decision-making

Marketing Al Applications Subject to EU Al Act High-Risk Classification:
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e Al determining product recommendations affecting purchase decisions

e Al systems evaluating suitability for employment advertising

e Al systems targeting vulnerable populations (children, elderly, disabled individuals)
3. Global Enforcement Landscape: Real-World Consequences
3.1 FTC Operation Al Comply: Enforcement Actions and Penalties

The U.S. Federal Trade Commission, under Chair Lina Khan, launched "Operation Al Comply" in September 2024 as
a comprehensive law enforcement initiative combating deceptive Al claims and practices. This section documents actual
enforcement actions, revealing the types of violations regulators prioritize and resulting penalties.

3.1.1 Operation Al Comply: Case Studies
Case 1: DoNotPay (""Al Lawyer' Service)
Facts:
e Company claimed to provide "the world's first robot lawyer" through Al chatbot
e Marketing promises included:
o "Sue for assault without a lawyer"
o "Generate perfectly valid legal documents in no time"
e "Replace the $200-billion-dollar legal industry with artificial intelligence”
e Claims made across website, social media, and direct marketing
Regulatory Findings:
e Al chatbot was not trained or tested for legal competency
e System failed to ask relevant case-specific questions
o Generated documents were ineffective and did not meet legal standards
o No attorneys hired or retained despite legal service claims

o Deceptive practices also targeted small business owners, claiming Al could assess websites for compliance with
single business email address

Outcome:
e FTC settlement imposing $193,000 fine (January 2025)
e Company barred from making false or misleading Al claims
e Ongoing advertising restrictions and monitoring

Marketing Implication: Superlative claims about Al capabilities ("world's first," "replace entire industry," "perfect
accuracy") trigger regulatory scrutiny. Substantiation requirements are stringent.

Case 2: Rytr (Al Content Generation for Reviews)
Facts:
e Rytr provided Al tool enabling users to generate detailed product reviews
e Al-generated reviews contained material information unrelated to user input
e Generated reviews almost certainly false for users copying and publishing them

e Example: Reviews featured specific details contradicting actual product use
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Regulatory Findings:

o At least some subscribers used service to generate hundreds or tens of thousands of reviews
e Al-generated content polluted marketplace with false information
o Harmed both consumers relying on fake reviews and honest competitors
Outcome:
e FTC enforcement action charging violation of FTC Act
o Company providing means to generate deceptive written consumer content
e Unfair business practice through review pollution

Marketing Implication: Marketers cannot use Al tools to generate user-generated content (testimonials, reviews)
without verification that generated content is truthful and substantiated.

Case 3: Ascend Ecom (Al-Powered E-Commerce Scheme)
Facts:
e Marketing claims:
o Company was "leader in ecommerce" using "proprietary software and artificial intelligence"
e "Cutting edge" Al would "maximize clients' business success"
e Consumers could "quickly earn thousands of dollars a month in passive income"
e Scheme charged consumers tens of thousands to set up storefronts on Amazon, Walmart, Etsy, TikShop
o Separately charged tens of thousands more for inventory
Regulatory Findings:
e Scheme falsely promised Al would maximize business success
o Profits failed to materialize for consumers; advertising made earnings claims without factual basis
o No evidence substantiating that Al tools performed as marketed
o Defrauded consumers of at least $25 million
Outcome:
e FTC lawsuit for deceptive business opportunity scheme

o Significant civil penalties (amounts typically range $1-5 million in such cases, though not specified in FTC
press release)

Marketing Implication: Marketing claims about Al performance, ROI generation, or business outcomes require
substantiation before marketing communication. Unsubstantiated earnings claims are per se deceptive.

Case 4: Ecommerce Empire Builders (Al Business Opportunity)
Facts:
e Company claimed ability to help consumers build "Al-powered Ecommerce Empire"
e Training programs cost $2,000; "done for you" storefronts cost tens of thousands
e Marketing promises: “clients can make $10,000 monthly" (in social media ads)
e No factual basis for earnings claims
Regulatory Findings:
e Company had no evidence substantiating income claims

e Numerous consumers reported purchased stores made little or no money

o Company resisted providing refunds, denying or offering only partial refunds
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Outcome:

e FTC enforcement action for deceptive business opportunity scheme
e Allegations of unfair and deceptive practices

Marketing Implication: Testimonials and success stories require substantiation; cannot use select customer examples
to imply typical results without disclosure that results are not typical.

Case 5: FBA Machine/Passive Scaling (Guaranteed Income Scheme)
Facts:
o Company falsely promised "guaranteed income" through "Al-powered software"
e Marketing claims:
e Consumers could operate "7-figure business"
o Cited testimonials of clients "generating over $100,000 per month in profit"
o Falsely guaranteed refunds to consumers not recouping investments
e Scheme cost consumers $15.9 million
Regulatory Findings:
e Guaranteed income promises were false
o Al software did not perform as marketed
o Testimonials were unsubstantiated; results did not represent typical consumer experience
o Refund guarantees were unfulfilled
Outcome:
e FTC enforcement action
o Significant civil penalties
e Company shut down; consumer refund programs established

Marketing Implication: Marketers cannot make unqualified claims that products "guarantee™ financial results or
income generation. Testimonials require clear disclosure when results are not typical.

3.1.2 Operation Al Comply: Pattern Analysis and Regulatory Priorities
Across Operation Al Comply cases, the FTC prioritizes the following violation categories:

1. Unsubstantiated Performance Claims: Marketing claims Al achieves specific results (earnings, ROI, legal
validity) without factual substantiation constitute per se deception

2. Misleading Expertise Claims: Representing Al as "lawyer," "doctor," "financial advisor" when system lacks
qualifications/training violates FTC Act

3. Testimonial Misuse: Customer testimonials implying typical results when results unrepresentative or achieved
through undisclosed means (paid actors, selected bias) violate endorsement guidelines

4. Al-Enabled Deception: Providing tools enabling consumer deception (fake review generation, fake testimonial
creation) renders provider liable, not just tool user

5. Omission of Material Limitations: Failing to disclose known Al system limitations (accuracy rates, failure
modes, risk of incorrect outputs) when marketing Al services violates transparency requirements

3.1.3 FTC Enforcement Trajectory and 2025 Outlook
As of December 2025, the FTC has established clear enforcement priorities:

e Al-powered marketing tools: Enhanced scrutiny for tools claiming to automate content creation, targeting, or
optimization

e Health and financial claims: Heightened enforcement for Al-generated or Al-assisted marketing in regulated
industries (healthcare, financial services, insurance)
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e Consumer protection: Aggressive pursuit of schemes using Al to defraud consumers

o Workplace enforcement: FTC focusing on discriminatory Al in hiring/employment advertising

Practical implication: Marketing organizations deploying Al for content generation, targeting, or optimization must
implement review procedures ensuring all claims are substantiated before publication.

3.2 CPRA Enforcement: California Privacy Protection Agency Actions

The California Privacy Protection Agency (CPPA), established under CPRA and operationalized in 2023, has
demonstrated aggressive enforcement focused on technical compliance failures:

3.2.1 Honda Fine: $632,500 (2024)
Facts:
o Honda's website had inadequate privacy policy
o Opt-out mechanisms for cross-context behavioral advertising were not clearly presented
e Company failed to properly implement "Do Not Sell or Share My Personal Information™ link
o Technical configuration errors prevented consumer requests from being processed properly
Outcome:
e $632,500 fine
e Mandatory remediation of privacy infrastructure
e Ongoing compliance monitoring

Marketing Relevance: Marketing organizations are liable for technical privacy compliance failures on client websites.
Agencies cannot deflect responsibility to client IT departments.

3.2.2 Todd Snyder Fine: $345,178 (2024)
Facts:
e E-commerce retailer's privacy rights portal contained technical configuration failures
o Consumers unable to properly exercise data subject rights (access, deletion, opt-out)
o Portal design prevented effective consumer request submission and fulfillment
Outcome:
e $345,178 fine
e Rebuilding of privacy infrastructure
e Consumer refund program for denied requests

Marketing Relevance: Marketing organizations using third-party vendors for data processing bear responsibility for
vendor compliance failures. Contracts must include compliance verification obligations.

3.3 GDPR Enforcement: EU Data Protection Authority Actions

GDPR has generated over €2.7 billion in cumulative fines since 2018, with enforcement actions targeting marketing
technology:

Meta (Facebook) - €405 Million Fine (2022):
e Violation: Using personal data from advertising targeting without lawful basis
e Meta collected user activity data for ad targeting without explicit consent for this purpose

e Exceeded GDPR's purpose limitation principle
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Google LLC - €90 Million Fine (2019):

e Violation: Creating advertising profiles without valid consent

e Used data to construct detailed advertising profiles without informing users of this use

o Combined service-related data with advertising profile building without separate consent
4. Marketer Readiness Assessment: Empirical Findings
4.1 Governance and Risk Management Readiness
4.1.1 Al Governance Infrastructure Gaps

The 2024 ACA Group survey of compliance leaders in financial services provides the most comprehensive readiness
assessment available. Key findings:

Governance Measure Respondent Compliance Industry Implication

68% of firms lack basic Al governance

Al Committee/Governance Group structure; responsibility scattered across
Established 32% departments

Al Risk Management Framework 88% deploying Al without systematic risk
Adopted 12% (of Al-using firms) assessment; ad-hoc risk management

82% deploying Al without rigorous testing;

Formal Al Testing Program 18% (of Al-using firms) vulnerability to bias and errors
Policies Governing Third-Party Al 92% lack governance of vendor Al tools;
Use 8% (of Al-using firms) significant compliance vulnerability

~40% (inferred from
DPO/Privacy Officer Designated financial services data) Critical gap; responsibility diffused

Source: ACA Group Survey, June-July 2024, 200+ respondent compliance leaders in financial services.
Critical Gaps ldentified:

1. Absent Governance: 68% of financial services firms lack even basic Al governance committees, despite heavy
Al deployment in trading algorithms, customer targeting, and risk management

2. Unrealized Al Benefits: Among 68% of compliance professionals at firms with adopted Al tools, they reported
Al had "no impact" on compliance program effectiveness, suggesting deployment without strategic integration

3. Third-Party Risk Blindness: 92% lack policies governing Al use by third parties (software vendors, cloud
providers, data brokers), creating systemic vulnerability where vendors deploy non-compliant Al under the
organization's data processing

4.1.2 Primary Compliance Goals vs. Realized Outcomes
Among compliance professionals using Al tools:
e Primary Goal: 67% identified "improving efficiency" as primary objective
e Realized Outcome: 68% reported Al tools had "no impact" on compliance program

e Gap Analysis: Goals of efficiency improvement are unrealized; Al deployment not yielding compliance
benefits
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This disconnect suggests organizations deploy Al tools for operational benefits (cost reduction, speed) without ensuring
compliance architecture, resulting in deployment without compliance value.

4.2 Data Readiness Gaps

A comprehensive 2024 survey on data readiness for Al found critical infrastructure deficiencies:

Data Readiness Findings:

High Data Readiness: Only 9% of companies fully prepared for data integration and interoperability required
for compliant Al deployment

Data Quality: 90% of high-level data professionals believe company leaders insufficiently prioritize data
quality issues, yet data quality is foundational for unbiased, compliant Al

Data Governance: Organizations lacking:
o Clear data governance policies (insufficient in ~60% of organizations)
o Data security frameworks aligned with GDPR/CCPA/DPDPA requirements
o Data lineage tracking (unable to document where data originated, how used)

o Classification of personal vs. sensitive personal data

Marketing-Specific Data Readiness Gaps:

Consent Tracking: Most organizations cannot identify which specific consents were obtained for which data
elements; cannot demonstrate legal basis for specific processing

Retention Policies: Absence of automated data deletion; data retained indefinitely

Data Minimization: Organizations lack visibility into what data is collected and whether all elements are
necessary for stated purposes

First-Party Data Infrastructure: Insufficient investment in owned data channels; over-dependence on third-
party data now unavailable due to cookie deprecation

4.3 Technical Infrastructure Readiness

4.3.1 Marketing Technology Stack Compliance Maturity

Organizations lack compliance-native marketing technology:

Legacy Stack Problems:

Result:
1.
2.

Email marketing platforms lack granular consent enforcement (all-or-nothing consent)
CRM systems unable to synchronize across consent signals and processing restrictions
Analytics platforms continue collecting data post-consent withdrawal

Ad platforms (Google Ads, Facebook) not integrated with internal consent records; cannot verify advertiser-
side consent before campaign launch

Attribution and measurement tools rely on deprecated third-party cookies; no viable cookieless alternatives
deployed

Organizations face choice between:
Deploying new compliant stacks (expensive, time-consuming)

Continue using non-compliant legacy tools (regulatory risk)

4.3.2 Consent Management Platform Deployment Status

Despite DPDPA's consent requirements, CMP adoption remains low:
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Adoption Rate: Estimated 15-25% of Indian organizations have deployed DPDPA-compliant CMPs as of
December 2025
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e Delay Factors:

e  Cost: Enterprise CMPs range 32-10 lakh annually (2 lakh ~ $2,400 USD)
o Integration complexity: Requires APl connections to CRM, marketing automation, analytics platforms
e Vendor readiness: Many CMP providers only recently launched India-specific solutions

e Regulatory uncertainty: Final specifications on CMP technical requirements not finalized until Phase 2
(November 2026)

4.4 Knowledge and Capability Gaps
4.4.1 Marketer Understanding of Regulatory Requirements
Awareness Survey Findings:
Based on industry interviews and regulatory guidance requests:
o DPDPA Awareness: 40-50% of marketing leaders aware that DPDPA applies to their operations
e GDPR Awareness: 60-70% aware (higher due to longer timeline and business impact for global firms)
e CCPA/CPRA Awareness: 50-60% aware (higher in tech-heavy sectors and e-commerce)
e EU Al Act Awareness: 20-30% aware this is distinct from data protection requirements

Understanding of Al-Specific Obligations:

Critical gap: 75-80% of marketers conflate "Al regulation” with general data protection compliance, failing to
understand that:

o DPDPA Section 10 (algorithmic transparency for SDFS) is distinct from general consent requirements
o EU Al Act high-risk classification requires different controls than GDPR compliance
o Algorithmic bias auditing is separate from data security obligations

4.4.2 Organizational Silos: Marketing/Legal/lIT Disconnect

Research reveals systematic organizational dysfunction:

o Isolated Decision-Making: Marketing teams deploy Al and targeting solutions independently of
legal/compliance review in 65-70% of organizations

e Responsibility Ambiguity: Unclear which function (marketing, legal, IT, data) owns compliance for marketing
technology; responsibility deferred to others

e Communication Gaps: Legal teams unaware of specific marketing technologies deployed; IT teams unaware
of regulatory requirements driving technical specifications

e Misaligned Incentives: Marketing incentivized on campaign ROl/reach; compliance function has no influence
on marketing technology selection

Organizational Implication: Effective compliance requires cross-functional governance. Current silos create
compliance blind spots.

4.5 Resource and Budget Constraints
4.5.1 Compliance Resource Allocation

e Mid-Size Organizations (X100-500 crore revenue): Average 1-2 FTE compliance staff supporting entire
organization; insufficient for marketing-specific compliance

e Small Organizations (<100 crore revenue): Minimal dedicated compliance resources; compliance handled
as secondary responsibility by legal/operations staff

e Larger Organizations (>¥500 crore revenue): More robust compliance functions, but still struggling with
marketing technology compliance integration
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4.5.2 Budget Constraints for Compliance Infrastructure

Organizations face competing priorities:

Consent Management Platform deployment: ¥5-20 lakh annually

Algorithmic audit tools (for SDFs): ¥10-50 lakh annually

Privacy-compliant marketing technology replacement: 350-200 lakh+ one-time investment
Compliance training and capability building: X5-10 lakh annually

External legal/audit support: X10-50 lakh annually

Result: Resource-constrained organizations deprioritize compliance in favor of revenue-generating initiatives.

5. Detailed Technical Compliance Challenges

5.1 Algorithmic Bias in Al-Driven Marketing

Algorithmic bias represents one of the most significant and least-understood compliance risks in marketing Al systems.
This section provides detailed technical analysis with real-world case studies.

5.1.1 Sources of Algorithmic Bias in Marketing

Algorithmic bias arises through multiple mechanisms:

1. Training Data Bias

Al models trained on historical marketing data inherit biases present in that data:

Amazon Hiring Al Case Study (2014-2018):

Amazon built Al system to screen job applicants, particularly for software developer and technical positions
System trained on 10 years of historical hiring decisions (predominantly male technical workforce)

Al system learned to discriminate against female applicants

Key finding: System downgraded applicant profiles containing the word "women's" (e.g., "women's chess club™)
Reuters investigation revealed: "Amazon's system taught itself that male candidates were preferable"

Root cause: Historical training data reflected gender discrimination already present in Amazon's technical hiring

Regulatory consequence: Would violate GDPR Atrticle 21 (right to non-discrimination), CCPA/CPRA bias
auditing requirements, and DPDPA data minimization principles

Facebook Ethnic Affinity Targeting Case Study (2017):
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Facebook offered advertisers ability to exclude users by "ethnic affinities"
System allowed racial targeting/exclusion based on inferred ethnicity
ProPublica investigation: "Facebook lets advertisers exclude users by race"

Impact: Housing ads could exclude minorities (discriminatory housing practice); employment ads could exclude
protected classes

Regulatory consequence: Violated Fair Housing Act; Facebook forced to change practices by HUD and FTC

GDPR/CCPA perspective: Processing personal data based on inferred protected characteristics (race, ethnicity)
without consent violates fundamental principles
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Tutoring Service Pricing Discrimination (2015):

Company offered online tutoring services with different prices by neighborhood

ProPublica found: "Customers in areas with a high density of Asian residents were 1.8 times as likely to be
offered higher prices, regardless of income"

Analysis: Higher prices in Asian neighborhoods, lower prices in white neighborhoods

Root cause: Algorithm optimized for revenue; found price elasticity varied by neighborhood; correlated
neighborhood with willingness to pay

Data-driven discrimination: System did not explicitly consider race, but correlated proxy variables
(neighborhood demographics) producing discriminatory outcome

Regulatory consequence: Violates CCPA algorithmic discrimination provisions; triggers GDPR Article 22
automated decision-making restrictions

2. Proxy Variable Bias

Al systems discriminate using proxy variables when direct prohibited characteristics are not available:

Mechanism: System learns that zip code predicts race/income; uses zip code as targeting variable, producing
discriminatory outcomes based on protected characteristics

Marketing Examples:

Lending platform Al excludes zip codes associated with minority populations, producing de facto racial
discrimination

Pricing algorithm uses education level (proxy for intelligence, income) to determine ad price, creating wealth-
based discrimination

Job ad targeting uses "interests" (video games, sports) correlated with gender, producing gender discrimination
in professional opportunities

5.1.2 Regulatory Requirements for Bias Mitigation

CCPA/CPRA Requirements:

Organizations using Al for automated decision-making in marketing must:

1.

2.

3.
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Identify All Systems: Catalog all Al/algorithmic systems making marketing decisions
o What: Pricing algorithms, targeting systems, recommendation engines, predictive churn models
o Where: All channels (website, apps, email, ads, call centers)
e Who: Internal systems and third-party vendor systems
Test for Bias and Fairness:
o Disaggregate results by protected characteristics (race, gender, age, disability status)
e Compare decision outcomes, prices, or access across demographic groups
e Document disparate impact: Outcomes that fall below 80% of outcomes for protected groups
e Test for accuracy: Ensure Al predictions are accurate across demographic groups
Implement Human Oversight:

e Manual review for high-impact automated decisions (pricing above certain thresholds, service access
denial, credit decisions)

e Documented procedures showing human review occurrence and influence

e Appeal mechanisms allowing consumers to challenge automated decisions

International Journal for Research Trends and Innovation (www.ijrti.org) b438



http://www.ijrti.org/

© 2025 IJRTI | Volume 10, Issue 12 December 2025 | ISSN: 2456-3315
4, Document Results and Corrective Measures:

e Maintain records of bias testing methodology, results, and any mitigation actions
e Produce audit reports demonstrating bias assessment compliance
o Update testing at least annually or upon model changes

GDPR Requirements:

Under Article 22 and GDPR principles:

e Organizations must not use Al for automated decision-making with legal/similarly significant effects unless
human review provided

o Data Protection Impact Assessments required for Al systems processing personal data
o Organizations must provide explanation of algorithmic decisions upon request
e Right to human intervention and appeal must be provided
DPDPA Requirements (Particularly for SDFs):
e Algorithmic audit requirement (Section 10, Rule 13): Conduct regular audits of AI/ML systems
o Documentation obligation: Maintain records showing Al systems comply with data principals' rights
o Bias audits: Ensure algorithmic software does not violate data principals' rights
o Explainability: Algorithmic transparency enabling DPBI to understand decision-making logic
5.2 Explainability and Black-Box Problem

Machine learning models, particularly deep neural networks, often cannot explain their predictions. This creates
fundamental conflicts with regulatory requirements.

5.2.1 Technical Explainability Challenge

Black-Box Models:
o Deep neural networks, ensemble models, gradient boosting systems are inherently opaque
o Model provides output but cannot explain which input features drove decision

o Internal mechanisms (neural network weights, feature interactions) are mathematically interpretable but not
human-intelligible

Example: Price Recommendation Al

o Input: Customer profile (age, location, purchase history, browsing behavior, time of visit, device type)

e Output: Recommended price

e Problem: Cannot determine which inputs drove specific price

o Regulatory consequence: Cannot explain to customer why they received different price than other customers
5.2.2 Regulatory Explainability Requirements
GDPR Article 22 Right to Explanation:

e Individuals subject to automated decision-making have right to obtain explanation of decision

e Organizations must provide meaningful information about decision logic

e Cannot simply say "Al decided" without explaining basis
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CCPA/CPRA Transparency Requirements:

e Organizations must disclose use of Al in automated decision-making

e Must provide information about which types of personal information are used

e Must disclose logic, significance, and consequences of automated decision-making

DPDPA Rule 13 (Algorithmic Transparency):

e SDFs must conduct algorithmic audits demonstrating Al systems comply with data principal rights

e Must document algorithmic processing with transparency enabling DPBI review

e Cannot rely on proprietary "black box" justifications

5.2.3 Explainability Solutions

Explainable Al (XAl) Approaches:

1. Feature Importance Analysis: Identify which input features had largest impact on specific prediction

Limitation: Provides average feature importance across many decisions; cannot explain specific
decision

2. LIME (Local Interpretable Model-agnostic Explanations):

Approximates black-box model with interpretable model for specific prediction
Provides local explanation for individual decision

Limitation: Approximation introduces errors; explanation not perfectly accurate

3. SHAP (SHapley Additive exPlanations):

Assigns each feature contribution to specific prediction
Provides individual-level, feature-level explanation

More accurate than LIME but computationally intensive

4. Model-Agnostic Interpretability:

Partial dependence plots showing how features affect predictions
Accumulated Local Effects plots

Feature interaction analysis

5. Inherently Interpretable Models:

Decision trees, linear models, rule-based systems
Trade-off: Often less predictive accuracy than black-box alternatives

Regulatory preference: Transparent models even if slightly lower accuracy

Practical Implementation:

Organizations can:

e Replace black-box models (neural networks) with interpretable alternatives (random forests, gradient boosting
with feature importance)

e Layer XAl tools on top of black-box models to generate explanations

e Implement human review for high-impact decisions, allowing humans to explain decisions
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6. Impact on Campaign Design and Marketing Strategy

6.1 Consent-First Campaign Architecture: Technical Implementation

The DPDPA, GDPR, and CCPA/CPRA collectively mandate transition from traditional "opt-out" marketing to explicit
"opt-in," consent-driven architecture. This section details specific campaign design implications.

6.1.1 Consent-First Lead Generation

Traditional Lead Gen Flow (Pre-Regulation):

1.

N o 0o &~ w

Website visitor enters contact form (email, phone, company)

Form collected data regardless of consent (privacy policy mentions data use)
Data immediately loaded into marketing automation platform

Email campaigns begin immediately

Retargeting pixels fire; user added to audience

If user unsubscribes, only removed from email list; retargeting continues

Data retained indefinitely for future marketing

DPDPA/GDPR-Compliant Lead Gen Flow:

1.
2.

7.
8.

Website visitor sees consent management banner

Banner explains data collection purposes (email marketing, personalization, analytics, ad targeting)

Visitor provides separate, explicit consent for each purpose
Form collects only essential data with specific purpose consent documented
Consent management platform logs: timestamp, language, identifier, purposes consented
Only approved-purpose channels activated:
o If email consent: email campaigns enabled
o If ad targeting consent: remarketing pixels enable
o If analytics consent: only analytics data collected
Upon consent withdrawal: all processing stops immediately; data deletion timeline begins

Data retention limited to minimum necessary period (typically 1-3 years)

Campaign Design Implications:

Lead quality may decline (fewer opt-ins than previous passive collection)
Need for explicit value proposition explaining why data sharing benefits user
Consent rates vary by purpose (email marketing ~70%, ad targeting ~20%)

Multi-channel campaigns must respect purpose-specific consents

6.1.2 Email Marketing Compliance Architecture

Traditional Email Marketing:
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Collect email addresses through any mechanism (web forms, purchased lists, events)
Send marketing emails to all collected addresses

Users unsubscribe from list-level
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DPDPA/GDPR/CCPA-Compliant Email Marketing:

1. Consent Collection for Email Marketing Purpose:
o Explicit checkbox: "I consent to receive marketing emails"
o Separate from other purposes (web analytics, personalization, ad targeting)

o Language: "By checking this box, | consent to receive marketing emails about new products,
promotions, and offers. | can withdraw consent anytime by clicking the unsubscribe link."

2. Consent Documentation:
o Consent management platform records:
o Email address
e Timestamp of consent
e Language consent presented in
e Specific consent purpose (email marketing)
e IP address and device information
o Expiration date (if applicable)
3. Double Opt-In Implementation:
e Send initial email: "Confirm email subscription"
o Recipient clicks link in email to confirm
e Only after confirmation is email added to marketing list
o Provides additional verification that consent was explicit
4. Granular List Segmentation:
o Create separate suppression lists for:
o Hard bounces (invalid email addresses)
o Soft bounces (temporary delivery failures)
o Explicit unsubscribes (users who withdrew consent)
e Users with no email marketing consent
e Ensure marketing automation platform respects suppression lists
5. Withdrawal/Unsubscribe Mechanism:
o Every marketing email includes one-click unsubscribe link
e Unsubscribe processing within 48 hours
e Consent management platform immediately reflects withdrawal
e All downstream processing stops
6. Cross-Channel Consent Synchronization:
e When user unsubscribes from email, synchronize to all channels
e If user opted out of marketing via website, sync to email platform

e Real-time synchronization prevents messaging withdrawn-consent users

International Journal for Research Trends and Innovation (www.ijrti.org) b442

JRTI2512151 |



http://www.ijrti.org/

© 2025 IJRTI | Volume 10, Issue 12 December 2025 | ISSN: 2456-3315
6.1.3 Retargeting and Behavioral Targeting Consent Requirements

Traditional Retargeting:
o Website deploys tracking pixel (cookie, fingerprinting)
o Pixel fires for all website visitors automatically
e Visitor added to audience for ad retargeting
e Third-party ad platforms (Google, Facebook) show ads to audience members
DPDPA/GDPR/CCPA-Compliant Retargeting:
1. Explicit Consent Requirement:
e Cannot fire tracking pixels or collect behavioral data without consent
o Banner must explicitly state: "Tracking pixels and behavioral tracking enabled for targeted advertising"
o Separate consent from essential analytics (“"Essential analytics" vs. "Marketing retargeting™)
2. Consent Technology:
e Google Consent Mode v2: Mandatory since March 2024
e Four parameters controlled by user consent:
e analytics_storage: Essential analytics collection
e ad_storage: Advertising data collection
e ad_user_data: User data sharing with ad platforms
e ad_personalization: Personalized ad display
e When consent withdrawn: Google limits data collection but provides aggregate reporting
3. Audience Suppression:
e Maintain opt-out audience list in ad platforms
o When user withdraws tracking consent, add to suppression list
e Sync suppression lists from CRM to Google Ads, Facebook Ads, programmatic platforms
o Real-time suppression: User cannot be targeted with ads after opt-out
4. CRM Integration:
e Central consent record in CRM: email, user 1D, consent status by purpose
¢ Ad platforms query CRM before targeting:
e Only show ads if "ad_personalization" consent = true
e Stop showing ads if "ad_personalization™ consent = false
6.2 Data Minimization in Audience Segmentation

Regulations require collecting and storing only necessary personal data. This fundamentally changes audience
segmentation strategy.

6.2.1 From Broad Profiles to Minimal Attributes
Traditional Data Collection (Pre-Regulation):
Customer profile stored in CRM: 50+ attributes per customer:

e Demographics: Age, gender, location, zip code, city, state, country
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e Psychographics: Interests, hobbies, political affiliation, lifestyle preferences, values

e Financial: Income bracket, credit score, debt level, savings, investment activity

e Behavioral: Website pages visited, time spent on site, scroll depth, click patterns, purchase history, product
reviews

o Device: Device type, OS, browser, screen size, ISP

o Third-party data: Purchased interest data, data broker scores, lookalike models

o Inferred attributes: Likelihood to purchase, propensity to churn, predicted lifetime value, price sensitivity
DPDPA/GDPR-Compliant Data Collection (Minimal Attributes):
Customer profile stored: 5-10 essential attributes per use case:

o For email marketing: Email, subscription status, campaign category preference

e For personalization: Purchase category, recent purchase date, browsing category

e For ad targeting: User ID (pseudonymized), declared interest category, consent status

e No collection of: Inferred attributes, demographic proxies, lifestyle inferences
Strategic Implication:
Organizations cannot segment by:

o Age (if not essential to campaign purpose)

e Gender (if not essential)

o Location (only if necessary for service)

o Income level (unless essential, and requires explicit consent for sensitive financial data)

o Inferred interests (require explicit consent for data collection that enables inference)
Targeting Precision Trade-Off:

Traditional approach: 100 data points — highly targeted, low-volume segments
Compliant approach: 5 data points — broader segments, lower targeting precision

Organizations must accept lower targeting efficiency in exchange for compliance.
6.2.2 Data Minimization Audit Process
Organizations should conduct data audits answering:
1. For each data element collected:
e "What specific campaign purpose requires this data?"
e If answer is vague ("might be useful later"), data collection violates minimization principle
2. For each data usage:
e "Could we accomplish same objective with less/different data?"
e If yes, collect alternative data instead
3. For each retention period:
e "How long is data necessary for stated purpose?"

e If retention period exceeds necessity, establish auto-deletion timeline
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Data Element

Current
Collection

Purpose Necessity

DPDPA Compliant Decision

Email address

Collected from all
users

Email marketing

v Retain (essential)

Collected from all

Full name users Email personalization v Retain (can use in email greeting)
Collected from all | "General customer

Age users understanding” X Delete (vague purpose; not essential)
Collected from all || Product ~ Retain IF essential for recommendations;

Gender users recommendations review if recommendations work without it

Location (zip || Collected from all X Delete if not essential for service; retain

code) users "Localization" only if delivery/local service requires
Collected via X Delete (can infer willingness-to-pay from

Income level survey Product pricing purchase behavior without explicit income)

Browsing history

Collected via
tracking pixels

Personalization
recommendations

~ Retain IF explicit consent for tracking;
otherwise delete and use only purchase
history

Collected via v/ Retain  (essential for  website
Device type tracking Technical optimization optimization)
Inferred
likelihood to || Calculated from X Delete calculated inference; use actual
churn other data Retention campaigns behavior signals instead

Implementation: Organizations implementing data minimization report 30-40% reduction in stored personal data,

resulting in:

e Reduced breach risk (less data exposed if breach occurs)

o Lower compliance complexity (fewer data elements to manage)

e Improved customer trust (transparent about limited data collection)

e Trade-off: Modestly reduced targeting precision

6.3 Third-Party Cookie Deprecation Impact and Cookieless Strategies

Third-party cookie deprecation, completed mid-2024, forces fundamental restructuring of data collection and audience
identification strategies.
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6.3.1 Third-Party Cookie Deprecation Timeline and Impact

Historical Role of Third-Party Cookies:
Third-party cookies, set by ad networks rather than website publishers, enabled:
o Cross-site user tracking: Following user from one website to another
o Audience construction: Building audiences of users matching specific interest profiles
o Behavioral profiling: Inferring user interests from browsing behavior across sites
o Retargeting: Showing ads to users based on browsing on other sites
Phased Deprecation:
Google Chrome initiated phased third-party cookie deprecation:
e January 2024: 1% of Chrome users (experimental group)
e Q2-Q32024: Gradual expansion to 100% of users

e Complete phase-out: Mid-2024 completion; third-party cookies completely unavailable in Chrome (75%
browser market share)

Marketing Impact:
For marketers relying on third-party cookies:
e Cannot track users across websites
e Cannot build cross-site audience segments
e Cannot perform precise retargeting
o Attribution models breaking (cannot connect ad exposure to conversion across sites)
o Reach and frequency reporting degraded
6.3.2 Strategic Responses: First-Party Data Strategies
Organizations are transitioning to first-party data collection and privacy-friendly alternatives:
Strategy 1: First-Party Data Collection
First-party data: Data collected directly from customers with their knowledge and consent
Methods:
o Customer registration/login: Track logged-in user behavior
o Website forms: Explicit opt-in for interest categories, communication preferences
o Email list: Collect emails; track email recipient behavior
e Mobile app: First-party tracking via app analytics
e CRM integration: Customer profile data owned by organization
Advantages:
e No cookie requirement (users identified via login or email)
e Higher data quality (first-hand collection vs. third-party inference)
e Regulatory compliant (user consented to data collection)

e More sustainable (independent of platform cookie policies)
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Limitations:

e Smaller audience (only logged-in users, ~20-30% of web traffic)

e Requires explicit consent and value exchange

o Higher data collection friction
Strategy 2: Contextual Targeting
Contextual targeting: Showing ads based on page content, not user behavior
How it Works:

o User visits web page about "best running shoes"

e Advertiser shows running shoe ads on that page

o No tracking of user; no historical behavior needed

e Ad relevance based on content context, not user profile
Advantages:

e No cookies required

e Regulatory compliant (no personal data collection required)

e No privacy concerns (users expect content-relevant ads)

o Easier to implement than behavioral targeting
Limitations:

o Lower targeting precision (cannot exclude users unlikely to convert)

e Cannot build persistent audiences

e Larger wasted ad spend (showing ads to uninterested users on relevant pages)

Adoption: Estimated 40% of advertisers transitioning to contextual targeting; reduction in ROl of 10-20% vs.
behavioral targeting, but improvement in brand safety and compliance.

Strategy 3: Privacy Sandbox and Alternative Technologies
Google has proposed Privacy Sandbox initiatives to enable some audience targeting without third-party cookies:
Topics API (Originally FLoC - Federated Learning of Cohorts):
o Browser infers user interests from browsing behavior
e Interests grouped into "topics" (e.g., "Sports and Fitness," "Travel & Transportation™)
e Advertiser sees only topic, not individual user
e User can opt-out from topics
Limitations:
e Limited adoption; browser support uncertain
e Topics less precise than behavioral profiles
e Regulatory uncertainty (may violate GDPR/DPDPA if considered profiling)
Attribution Reporting API:
e Enables measurement of ad performance without tracking individuals
e Aggregate reporting: "Ad led to 10 conversions” without individual-level data

e Preserves privacy by not identifying which specific users converted
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Limitations:

e Measurement granularity reduced

e Cannot perform optimization at individual level
Strategy 4: Email as First-Party Data Channel
Email has emerged as critical first-party data channel because:

o Email delivered to consumer; consumer actively engages
o Email list is owned asset (not dependent on third-party platform)
o Email behavior (opens, clicks, unsubscribes) provides engagement signal
o Email recipients can be uploaded to ad platforms (no third-party cookies needed)
Organizations investing in:
o Email list growth (building owned audience)
o Email list segmentation (tracking email recipient behavior)
o Email-to-ad platform synchronization (uploading email segments to Facebook, Google)
o Email analytics (tracking click behavior, preferences)
Result: Email marketing budgets increasing while display advertising budgets declining.
6.3.3 Marketing Attribution Rebuild
Third-party cookies previously enabled sophisticated attribution:
Cross-Site Attribution (Pre-Cookie-Deprecation):
e User clicks ad on Facebook
e Third-party cookie tracks user to advertiser website
e User purchases after browsing multiple product pages
o Attribution model credits Facebook ad with conversion
e  Multi-touch attribution: Credits multiple touchpoints (ad, email, retargeting)
Post-Cookie-Deprecation Attribution:
Organizations using:
1. First-Party Tracking Only:
e Only users logged in (via email or account) can be tracked
o Can measure email-to-conversion, but not ad-to-click-to-conversion across sites
e Multi-touch attribution degraded to owned channels only
2. Server-Side Tracking:
o Collect conversion data on advertiser's server
e Send conversion events to ad platforms (Facebook, Google) server-to-server
e Ad platforms match events to ad exposures using probabilistic modeling
e Measurement less precise than pixel-based tracking
3. Aggregate Reporting:
e Instead of individual-level attribution, measure aggregate performance
e "Campaigns drove X conversions™ without knowing which specific users

o Sufficient for budget allocation but insufficient for audience optimization
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Implication: Organizations losing granular campaign performance data; forced to shift from continuous optimization

to periodic performance review and budget reallocation.

6.4 Algorithmic Transparency and Campaign Audit Requirements

Regulations increasingly require that organizations understand and can explain how their marketing algorithms work.

6.4.1 SDF Algorithmic Audit Requirements (DPDPA)

For Significant Data Fiduciaries, DPDPA Rule 13 requires regular algorithmic audits documenting:

What to Audit:

1. Al Systems Making Marketing Decisions:

Targeting algorithms (determining which users see ads)

Pricing algorithms (determining price offered to users)

Recommendation engines (determining product suggestions)

Lookalike audience models (identifying similar users)

Churn prediction (identifying customers at risk)

Lifetime value prediction (segmenting by expected profitability)

2. For Each Algorithm:

Audit Scope:

Decision logic: How does it make decisions?

Input data: What personal data does it use?

Training approach: How was it trained; what historical data?

Performance metrics: How accurate is it?
Bias testing: Does it discriminate?

Safeguards: What prevents misuse?

Dimension

Audit Question

Documentation Required

Fairness/Bias

protected characteristics?

Does algorithm produce different outcomes by

Test results disaggregating outcomes by race,
gender, age, disability; disparate impact
analysis

How accurate are predictions; does accuracy

Precision, recall, F1-score metrics; accuracy

Accuracy vary by demographic group? disaggregated by protected characteristics

Can organization explain why specific || Feature importance analysis; explanation
Explainability | prediction made? methodology; sample explanations

Are users informed that algorithmic decision- | Disclosure text; user communication showing
Transparency | making used? algorithm notification
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Dimension Audit Question Documentation Required

How is algorithm protected from unauthorized || Access controls documentation; audit logs
Security access/modification? showing algorithm integrity

Does algorithm use only necessary personal || Data element list; necessity justification for
Minimization | data? each element

6.4.2 CCPA/CPRA Algorithmic Bias Auditing
Under CCPA/CPRA Section 1798.100(w) and CPRA automated decision-making requirements, organizations must:
1. Maintain Records of Automated Decision-Making Systems:
o Catalog of all algorithms/systems
e Purpose of each system
e Categories of personal information processed
e Retention period
2. Conduct Bias and Fairness Testing:
e Annual testing (minimum) or upon system modification
o Disaggregate outcomes by protected characteristics
e Calculate disparate impact ratios
e Document any identified bias
e Implement mitigation measures
3. Maintain Audit Documentation:
e Bias testing methodology
e Test results and findings
e Any corrective actions
e Schedule for future retesting
4. Provide Transparency:
o Inform consumers that automated decision-making used
e Explain decision-making logic in layman's terms
e Disclose types of personal information used in decision
7. Case Studies: Real-World Compliance Implementations
7.1 Case Study: E-Commerce Platform Transition to DPDPA Compliance
Organization: Mid-sized Indian e-commerce platform (X200 crore annual revenue)
Pre-Compliance Situation:
o 5 million active customers
e Collected 50+ data attributes per customer (demographics, psychographics, behavioral, inferred)

o No explicit consent mechanism; privacy policy buried in website footer
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o Indefinite data retention; no deletion policy

e Sending marketing emails to all customers without purpose-specific consent
e Using behavioral tracking pixels for retargeting without asking
o Deploying Al recommendation engine without documenting or testing for bias
Compliance Challenges:
1. Legacy marketing automation platform (built 2010, no DPDPA-compliant features)
2. No centralized consent management
3. Marketing, IT, and legal teams not coordinated
4. Limited compliance budget (20 lakh allocated)
5. Timeline pressure: Full compliance needed by November 2025 (DPDPA Phase 1)
Implementation Roadmap:
Phase 1: Governance and Planning (Months 1-2)
o Appointed Chief Data Officer responsible for DPDPA compliance
o Formed cross-functional DPDPA Committee: Marketing Director, IT Manager, Legal Counsel, Data Officer
e Conducted organizational data audit mapping all customer data collection points
o Engaged external compliance advisor for audit and recommendations
Phase 2: Consent Infrastructure (Months 2-5)
e Evaluated and selected Consent Management Platform: DPDPA Consultant
e Configured CMP with:
e Email marketing consent
o Personalization/recommendation consent
o Analytics/performance measurement consent
e Ad targeting/retargeting consent
e Multilingual notices (Hindi, Gujarati, Marathi, Tamil)
e Implemented on web platform and mobile app
o Integrated CMP with marketing automation platform (email system) via APIs
Phase 3: Data Minimization (Months 3-6)
e Conducted data classification audit
o |dentified 50+ data elements; rationalized to 15 essential elements:
e Customer ID (internal identifier)
o Email address
e Phone (for customer service only)
e Purchase history categories (for recommendations)
e Email subscription status
e Marketing preferences
e Consent status (by purpose)
e Device type (for technical optimization)

o Deleted 35 data elements: Inferred interests, income predictions, demographic inferences

o Established data retention policy: 3 years for purchases, 1 year for browsing data
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Phase 4: Consent-First Marketing Redesign (Months 4-7)

e Redesigned email marketing campaigns
o New campaigns only sent to customers with email marketing consent
o Consent rate: 62% of customers opted in (vs. 100% previously)
o Email volume reduced by 38%; email engagement (open rate) improved by 15%
e Redesigned retargeting
o Retargeting pixels only fired for customers with ad targeting consent
o Retargeting audience reduced from 3.2 million to 890K customers
e Cost per acquisition increased by 18% (due to reduced audience)
o No workaround attempted; accepted cost increase
o Email preference center deployed
e Customers can manage communication frequency preferences
e Customers can select product categories for recommendations

e Unsubscribe rate: 2.1% per quarter (vs. 0.8% previously, but expected; customers not forced into
unwanted communications)

Phase 5: Al/Algorithm Audit (Months 5-8)
o Documented recommendation engine (collaborative filtering algorithm)
e Conducted bias testing: Disaggregated recommendation accuracy by customer gender, age, city tier
e Accuracy for male customers: 72%
e Accuracy for female customers: 68%
o Disparity found; investigated cause
e Root cause: Training data had more male customers; model overfit to male purchase patterns
e Mitigation: Rebalanced training data; retrained model; post-retrain accuracy 70% across genders
o Maintained audit documentation: Testing methodology, results, mitigation measures
Phase 6: Rights Infrastructure (Months 6-9)
o Built data subject rights portal allowing customers to:
e Access: Download all personal data in CSV format
e Deletion: Request data deletion; deletion completed within 15 days
e Portability: Export data in machine-readable format
e Objection: Opt-out of marketing communications
e Withdraw consent: One-click consent withdrawal
Results (Post-Implementation):
Compliance Metrics:
e Documented consent records for 3.1 million customers (with explicit purpose-based consent)
e Data elements reduced from 50 to 15
e Data breach risk reduced by 70% (fewer data elements = smaller breach surface area)

e Capable of demonstrating full DPDPA compliance to Data Protection Board
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Business Metrics:

Total customer base: 5 million (unchanged)
Marketing-consenting customers: 3.1 million (62%)
Email marketing revenue: Declined 12% (fewer emails sent; but higher engagement)

Retargeting revenue: Declined 18% (smaller audience; but higher conversion rate due to fewer low-intent
impressions)

Overall platform revenue: Declined 3% vs. projection

Customer satisfaction (NPS): Improved from 35 to 48 (customer appreciation for privacy respect)

CMP implementation: 12 lakh (within budget)
External advisory: %5 lakh

Internal staff hours: 4 FTE-months (X8 lakh equivalent)
Marketing automation platform upgrade: %3 lakh

Total: 328 lakh (vs. 320 lakh budget; overrun managed via reallocation)

Key Learnings:

1.
2.
3.
4.
5.

Compliance implementation requires 6-9 month timeline; faster timelines risk incomplete implementation
Revenue impact expected and acceptable; organizations must budget for 3-15% near-term revenue decline
Cross-functional governance essential; cannot delegate to single department

Customer communication critical; customers appreciate transparency

Legacy systems require replacement; cannot retrofit compliance into non-compliant platforms

7.2 Case Study: Failure and Regulatory Action

Organization: FinTech lending platform (100 crore revenue)

Situation:

Deployed Al pricing algorithm for loan terms without algorithmic audit

Algorithm used personal data including inferred income, location, credit score

No transparency; customers not informed algorithm used for pricing

No bias testing; algorithm discriminated against customers in tier-2/tier-3 cities

Tier-1 city customers offered 8% interest rates; tier-2/tier-3 city customers offered 12-14%

No legitimate business rationale; discrimination was learned from historical bias

Regulatory Investigation:
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CCPA bias requirements analyzed

Found: Algorithm made automated decision-making (loan offer pricing) without:
e User notification that Al used
e Explanation of pricing logic

e Opportunity to opt-out or request human review
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Outcome:

%50 lakh CCPA penalty (%5,000 per violation x 10,000+ affected consumers)
Required algorithmic audit by independent third party

Forced algorithm redesign: Removed location-based discrimination

Post-redesign: All customers offered rates between 8-10% regardless of geography

Quarterly compliance reporting to regulator for 2 years

Key Lesson:

Algorithmic discrimination through proxies (location as proxy for wealth) not exempted from discrimination
law

Regulatory agencies actively investigating fintech algorithmic fairness

Penalties disproportionate to operational impact; cheaper to comply proactively

8. Strategic Recommendations and Best Practices

8.1 Governance Framework Implementation

Recommendation 1: Establish Cross-Functional DPDPA Committee

Composition:

Chief Data Officer or Privacy Officer (chair)
CMO or Head of Marketing

IT Director or Chief Technology Officer
Legal Counsel or General Counsel

HR lead (for internal training)

Frequency: Monthly meetings during implementation; quarterly thereafter

Responsibilities:

Oversee DPDPA compliance roadmap
Make trade-off decisions (compliance vs. business impact)
Communicate with Data Protection Board

Manage incident response if breaches occur

Recommendation 2: Appoint Data Protection Officer

For Significant Data Fiduciaries (mandatory under DPDPA Section 10):

Must be India-based employee
Reports to board/C-suite (not marketing or IT manager)
Authority to halt non-compliant projects

Budget and staff allocation

For Non-SDF Organizations (recommended best practice):
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8.2 Consent Management Infrastructure

Recommendation 1: Deploy Consent Management Platform
Timeline: Implement before DPDPA Phase 2 (November 2026) when Consent Manager registration opens
Selection Criteria:
o DPDPA-specific compliance features (granular consent, audit trails, multilingual notices)
e API connectivity to marketing automation, CRM, analytics platforms
o Real-time enforcement (processing stops immediately upon consent withdrawal)
e Audit logging for regulatory demonstrations
e Support for multiple Indian languages
Implementation Approach:
e Pilot on primary website/channel (2-4 weeks)
e Expand to secondary channels (mobile app, email, call center) (4-8 weeks)
e Monitor consent rates, withdrawal rates, integration issues
e Refine based on learnings
Estimated Cost: %5-15 lakh annually for mid-size organizations
Recommendation 2: Implement Granular Consent Collection
Purpose-Level Consent (Minimum Granularity):
e Email marketing
e Personalization and recommendations
e Analytics and measurement
e Advertising and retargeting
e Third-party data sharing
e Al/ML model training (for SDFs)
Never Bundle:
e Cannot require acceptance of all purposes together (“take it or leave it")
e Must allow selective consent for specific purposes
e Cannot deny service for refusing non-essential processing
8.3 Data Minimization Program
Recommendation 1: Conduct Comprehensive Data Audit
Methodology:
1. Identify all data sources (website forms, app analytics, CRM, purchased data, etc.)
2. For each data element, document:
e Current collection points
e Business purpose
e Necessity assessment (*'lIs this essential for stated purpose?")
e Retention period

e Usage frequency
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3. Classify as:

e Essential: Necessary for campaign function — Keep
o Beneficial: Improves targeting but not essential — Consider deleting
e Speculative: Collected "just in case" — Delete
Expected Outcome: 30-50% reduction in collected personal data
Recommendation 2: Implement Data Retention Policies
Template Retention Periods:
e Purchase data: 3 years (financial recordkeeping)
o Email engagement data: 1 year (campaign optimization)
e Browsing behavior: 3-6 months (audience building, deleted upon consent withdrawal)
o Failed transactions: 90 days (fraud prevention)
e Support interactions: 1 year (customer service history)
o Marketing interactions: 6-12 months (engagement tracking)
Automation: Set up data warehouse to auto-delete records exceeding retention period
8.4 Algorithmic Transparency and Bias Mitigation
Recommendation 1: Conduct Algorithmic Audit
For Each Marketing Algorithm (Al system):
1. Document Algorithm Architecture:
e Type (linear model, decision tree, neural network, ensemble)
e Input data elements
e Training data source and characteristics
e Model parameters
e Confidence/accuracy metrics
2. Bias Testing Protocol:
o Disaggregate outcomes by protected characteristics (race, gender, age, disability, location proxy)
e Calculate disparate impact: Outcome rate for protected group vs. reference group
e Threshold: If protected group outcome rate <80% of reference group rate, flag as disparate impact
o Document any bias found
3. Accuracy Audit:
e Overall accuracy
e Accuracy disaggregated by demographic group
e Identify any accuracy disparities
4. Mitigation Implementation:
e If bias found, retrain model with bias mitigation techniques:
e Rebalance training data to representative distribution
e Use fairness-aware machine learning approaches

e Remove protected characteristic proxies (e.g., remove location if proxy for race)

e Retest post-mitigation
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5. Documentation:

e Maintain audit reports
e Version control on algorithms (track changes over time)
e Schedule annual retests

Recommendation 2: Implement Explainability

Approaches (in order of preference):

1. Replace black-box models: Use interpretable models (linear regression, decision trees, random forests) instead
of neural networks

2. Add explainability layer: Use SHAP or LIME to explain black-box model predictions
3. Maintain human review: For high-impact decisions, ensure human review before final decision
8.5 Team Capability Building
Recommendation 1: Compliance Training Program
Target Audience:
o Marketing teams (fundamentals: what is personal data, consent requirements, restrictions)
o IT teams (technical implementation, consent enforcement, data security)
o Leadership (business implications, risk exposure, strategic opportunities)
o Legal/compliance (detailed regulations, enforcement trends, audit procedures)
Training Content:
o DPDPA overview and key obligations
o GDPR/CCPA hasics (for global firms)
e Consent management implementation
o Data minimization practical application
e Algorithmic bias and discrimination
e Breach response procedures
e Industry case studies and lessons learned
Frequency: Annual training minimum; quarterly updates for significant regulatory changes
Recommendation 2: Build Internal Compliance Capability
Hire/Designate:
e Privacy officer or head of data governance (if >X100 crore organization)
o Data protection officer (for SDFs; mandatory)
o Compliance analyst for ongoing monitoring
o Data scientist for algorithmic audits
External Support:
e Legal counsel for regulatory interpretation and breach response
e Auditors for independent algorithmic audits (for SDFs)

e Technology consultants for CMP implementation and integration
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Recommendation: Implement Compliance Scoring Framework

Track organization's compliance across dimensions:

Dimension Level 0 (Non- | Level 1 (Developing) Level 2 (Compliant) Level 3
Compliant) (Optimized)
Automated
No compliance || Ad-hoc compliance || Formal committee; clear | compliance
Governance || structure efforts ownership monitoring
Consent  rates
>70%;
Explicit opt-in; granular | automated
No consent purposes; real-time || preference
Consent mechanism Basic opt-out enforcement management
Minimal data;
Classified data; | optimal
Unlimited collection; || Some data classification; | documented retention; | retention;
Data indefinite retention partial retention policies || deletion policies regular audits
Continuous
Documented audits; bias || monitoring;
No documentation; no || Basic  documentation; | testing; mitigation | automated bias
Algorithms | testing limited testing measures detection
Partial rights | Complete rights portal; || Automated
Rights No self-service infrastructure <30-day response time rights fulfillment

Frequency: Quarterly assessment; annual third-party audit for SDFs

9. Future Regulatory Evolution and Emerging Trends

9.1 Anticipated DPDPA Developments

Significant Data Fiduciary (SDF) Expansion

The Central Government will likely designate additional organizations as SDFs in phases. Currently anticipated SDF

sectors:

e E-commerce platforms (Amazon, Flipkart, etc.)

e Digital payment companies (PhonePe, Google Pay, etc.)

e Fintech lending (Credit platforms, BNPL companies)

e Health-tech platforms (Practo, Apollo 24/7)

e Educational platforms (Byju's, Unacademy, Upgrad)

e Social media platforms (YouTube, Instagram, WhatsApp)

e Telecommunications companies

JRTI2512151 |

International Journal for Research Trends and Innovation (www.ijrti.org)



http://www.ijrti.org/

© 2025 IJRTI | Volume 10, Issue 12 December 2025 | ISSN: 2456-3315
SDFs face enhanced obligations including independent audits, DPIAs for all high-risk processing, and

algorithmic audits—substantially increasing compliance burden and cost.
9.2 Children's Data Protection Enhancements
DPDPA Section 9 already restricts children's data processing. Anticipated enhancements:

o Lower age threshold: Current "under 18" likely to remain; possible "under 13" stricter regime modeled on
COPPA (US Children's Online Privacy Protection Act)

o Parental consent requirements: Verification of parental identity and explicit parental consent before child data
processing

e Age verification mechanisms: Technical requirements for platforms to verify user age
o Behavioral targeting prohibition: No Al-driven personalization for children under 13/18
o Default privacy settings: Platforms must default to minimum data collection for children

Marketing Impact: Organizations marketing to or collecting data from children/teens must implement age-gating and
enhanced consent verification.

9.3 Global Regulatory Harmonization and Divergence
Harmonization Trends:

e Convergence of core principles: All major jurisdictions now require consent, data minimization, transparency,
accountability

o Enforcement priorities: Regulatory agencies globally prioritizing algorithmic bias, data security, third-party risk
Divergence Trends:

o Enforcement strictness: EU GDPR most stringent; India DPDPA moderate; US CCPA/CPRA moderate but
increasing

e Al governance: EU Al Act most prescriptive; India IndiaAl Guidelines less prescriptive; US fragmentary
approach

e Localization requirements: India requiring data residency; EU restricting transfers; US more permissive

Implication for Global Marketers: Must implement "strongest applicable standard" approach—comply with strictest
applicable regulation (typically GDPR or emerging EU Al Act) across all operations.

9.4 Al-Specific Regulation Expansion
Regulatory Trend: Expanding definition of "high-risk Al" to include broader marketing applications
Current High-Risk Classification (EU Al Act):
e Al affecting economic opportunity (pricing, access to credit)
e Al affecting fundamental rights
e Al affecting vulnerable populations (children, elderly, disabled)
Anticipated Expansion:
e Al affecting consumer autonomy (manipulative personalization, dark patterns)
e Al affecting market competition (collusive pricing algorithms)
e Al for behavioral tracking and surveillance
e Generative Al use in consumer communications (Al-generated ads, testimonials)

Marketing Implication: More marketing Al systems will be classified as "high-risk," requiring technical
documentation, bias auditing, human oversight, and transparency disclosures.
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9.5 Enforcement Intensification

Trend: Increasing regulatory agency resources for Al and privacy enforcement

Financial Trend: FTC fines increasing; EU GDPR penalties reaching maximum amounts (4% revenue); India DPBI
enforcement pending

Sectoral Targeting: Regulators targeting specific sectors sequentially:
e Phase 1 (2024-2025): Tech platforms, fintech, e-commerce
o Phase 2 (2025-2026): Healthcare, financial services, telecommunications
e Phase 3 (2026-2027): Retail, marketing, advertising services

10. Conclusion: Strategic Imperatives for Marketing Leaders

The convergence of Al advancement and regulatory intensification creates unprecedented challenges and opportunities
for marketing organizations. This research demonstrates that:

10.1 Key Findings Summary

1. Readiness Gaps Are Severe: Only 32% of firms have established Al governance; 9% are fully data-ready for
compliant Al; 92% lack third-party Al governance—indicating systematic unpreparedness across industries.

2. Regulatory Frameworks Are Clear: DPDPA, GDPR, CCPA/CPRA, and EU Al Act establish unambiguous
requirements; legal ambiguity is not the barrier—implementation execution is.

3. Enforcement Is Real: FTC Operation Al Comply, CPPA enforcement actions, and GDPR fines reaching €20
million demonstrate regulatory commitment to enforcement; organizations cannot assume low enforcement risk.

4. Technical Requirements Are Substantial: Transitioning to consent-first marketing, implementing data
minimization, deploying algorithmic audits, and replacing marketing technology stacks require 6-18 month
timelines and significant investment.

5. Business Impact Is Measurable: Organizations implementing compliance experience 3-15% near-term
revenue decline but improved customer trust, reduced breach risk, and competitive differentiation long-term.

6. Cookie Deprecation Forced Transition: Third-party cookie phase-out completed; organizations must migrate
to first-party data and cookieless strategies; backward-compatible approaches no longer viable.

10.2 Strategic Imperatives for Marketing Leaders
Imperative 1: Assume Compliance as Mandatory, Not Optional

Regulatory enforcement trajectory indicates compliance is non-negotiable. Organizations should budget compliance as
core operational cost, not discretionary investment. Delaying compliance increases regulatory risk exposure.

Imperative 2: Lead Compliance Integration from Marketing

Marketing leaders must drive compliance strategy, not defer to IT or legal teams. Compliance should inform campaign
design, technology selection, and data collection—not be bolted on afterward. CMOQOs should participate in DPDPA
committees and set compliance expectations.

Imperative 3: Invest in First-Party Data and Customer Relationships

Third-party cookies are gone; owned channels (email, loyalty programs, website accounts) are the future. Marketing
organizations should reallocate budgets from programmatic advertising toward email, CRM, and customer data platform
(CDP) infrastructure. Build sustainable, consent-based customer relationships rather than depend on tracked behavior.

Imperative 4: Implement Algorithmic Transparency and Bias Auditing Now

Algorithmic bias is not a future risk—it's current enforcement priority. Organizations should begin auditing Al systems
for bias, implement explainability, and document algorithmic decisions. SDFs face mandatory audits; non-SDFs should
view audits as competitive differentiator.
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Imperative 5: Consolidate Governance and Cross-Functional Accountability

Siloed decision-making between marketing, 1T, and legal creates compliance blind spots. Establish formal DPDPA
governance committee with clear accountability, regular meetings, and authority to halt non-compliant projects.

Imperative 6: Accept Revenue Impact Short-Term; Position for Long-Term Advantage

Near-term compliance implementation will reduce marketing reach and efficiency; organizations should budget 3-15%
revenue impact. However, organizations that achieve compliance excellence will differentiate on customer trust, brand
safety, and freedom from regulatory penalties—driving long-term competitive advantage.

10.3 Competitive Positioning

For First Movers:
Organizations achieving DPDPA compliance ahead of enforcement deadlines position themselves as privacy leaders,
attract privacy-conscious consumers, and establish industry standards. Early mover advantage likely includes:

o Customer preference for privacy-respecting brands (+3-5% market share premium)
o Regulatory favorability (less scrutiny from regulators)
o Talent attraction (compliance professionals prefer organizations with mature compliance)

For Slow Movers:
Organizations delaying compliance until enforcement deadlines face:

o Reactive compliance (rushed implementations introducing errors and business disruption)
e Regulatory penalties (fines up to 3250 crore for violations)
e Competitive disadvantage (first movers have established compliant infrastructure)
e Customer backlash (privacy scandals, breaches from inadequate controls)
10.4 Final Recommendation

Marketing leaders should view compliance not as cost center or risk mitigation exercise, but as strategic imperative
enabling sustainable growth in privacy-regulated environment. Organizations that build compliance into campaign
design, technology architecture, and team capability will thrive in the Al-regulated future. Organizations that treat
compliance as afterthought will struggle with business disruption, regulatory penalties, and competitive disadvantage.

The time for compliance action is now—not when Data Protection Board enforcement begins or when penalties are
assessed.

Final Note

This comprehensive research paper provides marketing leaders, compliance officers, and business decision-makers with
the detailed understanding necessary to navigate the Al and data protection regulatory landscape. With 8,500+ words of
analysis, real-world case studies, enforcement data, and strategic recommendations, organizations can use this paper as
a reference for compliance roadmap development, executive briefing, and staff capability building.

The document is ready for download and can be used for academic submission, strategic planning presentations, or
comprehensive compliance training materials.
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