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Abstract—The rapid diffusion of artificial intelligence (Al) across enterprise functions is prompting organisations to
revisit not merely their operational processes but the underlying logic of how they create, deliver, and capture value. At
the same time, mounting regulatory, investor, and societal pressure for environmentally and socially responsible conduct
is pushing sustainability from the periphery of strategy to its core. This paper examines the intersection of these two
forces, arguing that Al is best understood not as a standalone efficiency tool but as an enabling infrastructure for the
redesign of sustainable business models. Drawing on secondary literature and illustrative evidence from India's financial
services and green-finance ecosystem, the paper develops a conceptual framework linking Al capabilities — predictive
analytics, natural-language processing, and algorithmic decision support — to the value proposition, value-creation,
and value-capture dimensions of the business model canvas. The discussion highlights applications in credit risk
assessment, financial inclusion, climate-risk disclosure, and consumer behaviour analytics, while also surfacing the
ethical, data-governance, and skill-related constraints that limit responsible adoption. The paper concludes that Al-
driven transformation offers a genuine pathway toward more sustainable and inclusive business models, provided it is
governed by transparent, human-centred design principles rather than adopted purely for cost efficiency.
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1. Introduction

Business models have historically evolved in response to shifts in technology, regulation, and customer expectation. The
current wave of transformation is distinctive because it is being driven simultaneously by two forces that, until recently,
were treated as largely separate strategic conversations: the maturing capability of artificial intelligence and the escalating
demand for sustainable, responsible business conduct. Organisations across manufacturing, retail, and financial services
are discovering that these forces are not competing priorities but complementary levers. Al systems can process the
volume and variety of data that sustainability reporting, climate-risk assessment, and inclusive service design now require,
while sustainability commitments increasingly depend on the precision and scale that only automated, data-driven
systems can provide.

This paper situates itself within this convergence. It asks a deceptively simple question: how does Al reshape the
components of a business model — its value proposition, its value-creation architecture, and its value-capture mechanism
— in a way that advances rather than undermines sustainability objectives? The question is examined through a
conceptual lens supported by illustrative evidence drawn primarily from the Indian financial services and green-finance
context, a sector in which the author has sustained research and practitioner engagement through work on behavioural
finance, financial literacy, and climate-related financial instruments.
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2. Review of Literature

The concept of the business model as a distinct unit of analysis gained prominence through work that framed it as the
logic by which an organisation creates, delivers, and captures value, separate from strategy or operating model
considerations. Building on this foundation, subsequent scholarship examined business model innovation as a deliberate
managerial response to disruptive technology, arguing that incumbents often fail not because they lack the technology
but because they cannot reconfigure the accompanying value architecture.

A parallel stream of literature has examined the economic implications of Al and machine learning, characterising them
as general-purpose technologies capable of reshaping productivity, decision-making, and organisational structure across
sectors rather than being confined to any single industry. Within management practice, research on Al adoption in
professional and knowledge-intensive functions has emphasised augmentation of, rather than substitution for, human
judgement as the more durable pattern of adoption, particularly in high-stakes domains such as credit assessment and risk
management.

On the sustainability side, the Brundtland Commission's original formulation of development that meets present needs
without compromising future generations continues to anchor the field, while more recent work on circular and
regenerative business models has extended the discussion toward resource efficiency, closed-loop design, and stakeholder
value beyond the shareholder. The convergence of these two streams — Al capability and sustainable business model
design — remains comparatively underexplored in the Indian context, particularly with respect to financial services,
where behavioural biases, financial literacy gaps, and inclusion challenges intersect with the opportunities Al presents
for scalable, low-cost, and data-driven solutions.

3. Research Gap and Objectives

While considerable literature exists separately on Al adoption and on sustainable business model innovation, few studies
integrate the two by examining how Al capabilities specifically reconfigure the mechanics of sustainable value creation
and capture, rather than treating Al merely as a cost-reduction tool. This paper addresses that gap through the following
objectives:

(1) To develop a conceptual framework linking core Al capabilities to the three components of the business model canvas
— value proposition, value creation, and value capture — through a sustainability lens.

(i1) To illustrate this framework with sector-level evidence from India's financial services and green-finance ecosystem,
including credit assessment, financial inclusion, and climate-risk disclosure.

(i) To identify the governance, ethical, and capability constraints that organisations must address for Al-enabled
business model transformation to be genuinely sustainable rather than superficially so.

4. Research Methodology

This paper adopts a conceptual and exploratory research design, appropriate to a theme that is still crystallising in both
academic and practitioner discourse. The study relies on a structured review of secondary literature — peer-reviewed
articles, institutional reports, and regulatory publications relating to artificial intelligence, business model innovation, and
sustainability — synthesised through the lens of the business model canvas framework. Illustrative sectoral evidence is
drawn from publicly available reports and disclosures relating to India's financial services and green-finance ecosystem
to ground the conceptual discussion in observable industry practice. As a conceptual paper, the study does not claim
statistical generalisability; rather, it aims to offer a coherent framework and testable propositions that can inform
subsequent empirical research.

5. AI and the Reconfiguration of Business Model Components
5.1 Value Proposition

Al enables a shift from standardised, one-size-fits-all offerings toward personalised, context-aware value propositions.
In financial services, this manifests as dynamic credit products priced on granular, alternative-data-based risk assessment
rather than static, collateral-heavy underwriting, widening access for customers who have historically lacked a formal
credit history. In sustainability terms, this personalisation reduces waste — both of capital, through more accurate risk
pricing, and of customer time and trust, through more relevant advisory content.
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5.2 Value Creation

On the value-creation side, Al restructures internal processes by automating routine analytical tasks — document
verification, anomaly detection, portfolio monitoring — freeing human capital for judgement-intensive advisory and
relationship functions. This has direct sustainability implications: automated climate-risk scoring and ESG-data
aggregation, for instance, allow institutions to assess environmental exposure across thousands of counterparties at a scale
and frequency that manual analysis cannot match, making climate-related financial disclosure genuinely actionable rather
than a compliance exercise.

5.3 Value Capture

Finally, Al alters how value is captured. Subscription-based and outcome-linked pricing models, made viable by
continuous usage and performance data, are increasingly displacing one-time transaction fees. For sustainability-oriented
offerings — green bonds, ESG-linked lending, micro-insurance for climate-vulnerable households — this shift allows
providers to align revenue with long-term customer and environmental outcomes rather than short-term transaction
volume, a structural change that strengthens rather than dilutes sustainability incentives.

6. AI-Enabled Sustainable Business Models: Sectoral Insights

India's financial services sector offers a particularly instructive setting for observing this transformation, given the scale
of its financial inclusion agenda and the parallel push toward green and climate finance. Digital lending platforms are
increasingly deploying machine-learning models on alternative data — utility payments, mobile usage patterns, and
transaction histories — to extend credit to first-time borrowers in semi-urban and rural markets, directly advancing the
inclusion dimension of sustainable development. Insurance providers are using Al-based underwriting to design micro-
insurance products for climate-exposed agricultural households, converting a traditionally underserved and high-cost-to-
serve segment into a viable business line.

In capital markets, Al-driven natural-language-processing tools are being applied to scan corporate disclosures, news
flow, and regulatory filings for ESG-relevant signals, supporting both investor decision-making and issuer-side reporting
accuracy. Mutual fund distributors and investment advisors — a domain closely connected to the behavioural-finance
research this paper's author has pursued — are also beginning to use Al-assisted tools to identify behavioural biases in
retail investor decision patterns, enabling more targeted investor-education interventions that improve both financial
literacy outcomes and long-term portfolio sustainability for households.

Beyond financial services, the broader electric-vehicle (EV) ecosystem illustrates a comparable pattern: Al-based demand
forecasting and battery-performance analytics are reshaping business models around EV financing, charging-
infrastructure deployment, and used-battery resale markets, converting sustainability commitments into commercially
viable, data-driven revenue lines rather than subsidised obligations.

7. Challenges and Ethical Considerations

The opportunities outlined above are accompanied by material constraints. Algorithmic credit and insurance decisions
trained on historical data risk perpetuating existing exclusion patterns unless actively audited for bias, an especially acute
concern in markets with pronounced regional and demographic disparities in financial access. Data privacy and consent
remain unsettled in many jurisdictions, and the aggregation of alternative data for underwriting raises legitimate questions
about surveillance and proportionality. Organisationally, the shortage of Al and data-governance talent — particularly
outside metropolitan centres — constrains the pace at which smaller institutions and cooperative or regional players can
adopt these tools, risking a widening rather than narrowing of the access gap the technology is meant to close. Finally,
there is a genuine risk of 'Al-washing,' where automation is presented as sustainability innovation without a corresponding
change in underlying business logic or customer outcomes.

8. Policy Implications

For practitioners, the central implication is that Al investment should be evaluated against its contribution to the three
business model dimensions discussed above, rather than purely against cost-reduction metrics. Institutions that treat Al
as an add-on automation layer over an unchanged business model are likely to capture efficiency gains without capturing
the sustainability or inclusion dividends that a genuinely redesigned model can offer. For policymakers and regulators,
the findings point to the need for proportionate, sector-specific guidance on algorithmic accountability in credit and
insurance underwriting, alongside continued investment in digital and financial literacy so that Al-enabled products reach,
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and are usable by, the populations they are designed to serve. For business schools and management educators, the
implication is a need to integrate Al literacy with sustainability and ethics coursework, rather than treating them as
separate electives, so that future managers are equipped to design rather than merely deploy these systems.

9. Conclusion and Future Research Directions

This paper has argued that artificial intelligence and sustainable business model innovation are best understood as
complementary rather than parallel agendas. Using India's financial services and green-finance ecosystem as an
illustrative context, the paper has shown how Al capabilities can reshape value propositions, value-creation processes,
and value-capture mechanisms in ways that advance financial inclusion, climate-risk management, and investor
protection, provided adoption is governed responsibly. Future research should move from the conceptual framework
offered here toward empirical validation — through firm-level case studies, survey-based assessment of consumer trust
in Al-driven financial products, and longitudinal analysis of whether Al-enabled sustainable business models deliver
measurable improvements in inclusion and environmental outcomes, not merely in operational efficiency.
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