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any form or by any means—whether electronic, mechanical, photocopying, recording,
scanning, or otherwise—without the prior written permission of the Editor-in-Chief of White

Black Legal — The Law Journal.

All copyrights in the articles published in this journal vest with White Black Legal — The Law
Journal, unless otherwise expressly stated. Authors are solely responsible for the originality,

authenticity, accuracy, and legality of the content submitted and published.

The views, opinions, interpretations, and conclusions expressed in the articles are exclusively
those of the respective authors. They do not represent or reflect the views of the Editorial Board,

Editors, Reviewers, Advisors, Publisher, or Management of White Black Legal.

While reasonable efforts are made to ensure academic quality and accuracy through editorial
and peer-review processes, White Black Legal makes no representations or warranties, express
or implied, regarding the completeness, accuracy, reliability, or suitability of the content
published. The journal shall not be liable for any errors, omissions, inaccuracies, or
consequences arising from the use, interpretation, or reliance upon the information contained

in this publication.

The content published in this journal is intended solely for academic and informational
purposes and shall not be construed as legal advice, professional advice, or legal opinion. White
Black Legal expressly disclaims all liability for any loss, damage, claim, or legal consequence

arising directly or indirectly from the use of any material published herein.
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ABOUT WHITE BLACK LEGAL

White Black Legal — The Law Journal is an open-access, peer-reviewed, and refereed legal
journal established to provide a scholarly platform for the examination and discussion of
contemporary legal issues. The journal is dedicated to encouraging rigorous legal research,

critical analysis, and informed academic discourse across diverse fields of law.

The journal invites contributions from law students, researchers, academicians, legal
practitioners, and policy scholars. By facilitating engagement between emerging scholars and
experienced legal professionals, White Black Legal seeks to bridge theoretical legal research

with practical, institutional, and societal perspectives.

In a rapidly evolving social, economic, and technological environment, the journal endeavours
to examine the changing role of law and its impact on governance, justice systems, and society.
White Black Legal remains committed to academic integrity, ethical research practices, and the

dissemination of accessible legal scholarship to a global readership.
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AIM & SCOPE

The aim of White Black Legal — The Law Journal is to promote excellence in legal research
and to provide a credible academic forum for the analysis, discussion, and advancement of
contemporary legal issues. The journal encourages original, analytical, and well-researched

contributions that add substantive value to legal scholarship.

The journal publishes scholarly works examining doctrinal, theoretical, empirical, and
interdisciplinary perspectives of law. Submissions are welcomed from academicians, legal
professionals, researchers, scholars, and students who demonstrate intellectual rigour,

analytical clarity, and relevance to current legal and policy developments.

The scope of the journal includes, but is not limited to:
e Constitutional and Administrative Law
e Criminal Law and Criminal Justice
e Corporate, Commercial, and Business Laws
e Intellectual Property and Technology Law
e International Law and Human Rights
e Environmental and Sustainable Development Law
e Cyber Law, Artificial Intelligence, and Emerging Technologies

e Family Law, Labour Law, and Social Justice Studies

The journal accepts original research articles, case comments, legislative and policy analyses,
book reviews, and interdisciplinary studies addressing legal issues at national and international
levels. All submissions are subject to a rigorous double-blind peer-review process to ensure

academic quality, originality, and relevance.

Through its publications, White Black Legal — The Law Journal seeks to foster critical legal
thinking and contribute to the development of law as an instrument of justice, governance, and
social progress, while expressly disclaiming responsibility for the application or misuse of

published content.
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CORPORATE GOVERNANCE AND ARTIFICIAL
INTELLIGENCE: NAVIGATING ACCOUNTABILITY,
ETHICS, AND OVERSIGHT IN THE AGE OF
INTELLIGENT SYSTEMS

AUTHORED BY - DR. RITIKA*

Abstract

The rapid proliferation of Artificial Intelligence (AI) technologies across corporate landscapes
has created an urgent imperative for robust governance frameworks. This article examines the
intersection of corporate governance and Al, exploring how boards of directors, executives,
regulators, and stakeholders must adapt traditional governance principles to address the unique
challenges posed by Al systems. Drawing on developments in regulation, boardroom practice,
and academic scholarship, the article argues that responsible Al governance demands new
accountability structures, transparency norms, ethical oversight mechanisms, and risk
management protocols. It concludes that corporations that proactively build AT governance into
their foundational structures will be better positioned to secure long-term stakeholder trust and

competitive advantage.

Keywords: Artificial Intelligence; Corporate Governance; Stakeholders; Corporations;

Financial Markets.

I. Introduction

Artificial Intelligence is no longer a futuristic concept confined to research laboratories. It has
become a decisive force reshaping how corporations operate, compete, and create value across
every industry. From algorithmic trading on financial markets to Al-driven diagnostics in
healthcare, from automated hiring tools in human resources to predictive maintenance in

manufacturing, intelligent systems are embedded in the core of modern enterprise.'

*Dr. Ritika, Assistant Professor, Ashoka Law College, affiliated with University of Jammu.
"World Economic Forum, Corporate Governance in the Age of AI, WEF White Paper (Geneva: WEF, 2023), p.
4.
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Yet this transformative potential arrives alongside significant risks. Al systems can perpetuate
bias, make opaque decisions that harm individuals, be weaponised for fraud or manipulation,
and erode human accountability within organisations. The question of who governs AI and how

has therefore become one of the defining governance challenges of the twenty-first century.

Corporate governance, the system by which companies are directed, controlled, and held
accountable, provides the essential institutional architecture through which Al can be
responsibly deployed.? This article explores how traditional governance principles must evolve
to meet the demands of the Al age, surveying the responsibilities of corporate boards, the role

of regulation, and the ethical dimensions of intelligent systems in business.

II. The Al Landscape in Corporate Settings

Adoption of Al across global enterprises has accelerated dramatically. A 2024 survey by
McKinsey Global Institute found that over 72 percent of organisations now employ Al in at
least one business function, a sharp increase from 50 percent just two years prior.® Applications
span natural language processing, computer vision, machine learning-based analytics, and

generative Al platforms that can produce text, images, code, and synthetic data at scale.

Corporate use of Al broadly falls into three categories: operational AI, which automates
repetitive or data-intensive tasks; strategic AI, which supports or augments executive decision-
making; and customer-facing AIl, which interacts directly with consumers and external
stakeholders. Each category carries distinct governance implications, with strategic and

customer-facing Al posing the greatest risks from accountability and reputational standpoints.

The rise of Al also shifts the locus of corporate power. Historically, governance scholars
emphasised the separation of ownership and control as the central tension in corporate life.* Al
introduces a further separation: between control and comprehension. Executives and directors
may formally oversee Al systems they do not and perhaps cannot fully understand, creating

dangerous governance vacuums.

20ECD, OECD Principles of Corporate Governance, (Paris: OECD Publishing, 2023), pp. 12—15.

3McKinsey Global Institute, The State of Al in 2024, (New York: McKinsey & Company, 2024), p. 9.

“Margaret M. Blair, Ownership and Control: Rethinking Corporate Governance for the Twenty-First Century,
(Washington D.C.: Brookings Institution Press, 1995), p. 21.
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I1I. Governance Challenges Posed by Al

A. Opacity and Explainability

Many advanced Al models — particularly deep neural networks — operate as "black boxes",
producing outputs whose internal reasoning is opaque even to specialists.® This opacity
challenges fundamental governance norms. Accountability presupposes the ability to
understand and explain decisions. When an Al system denies a loan, flags a job applicant, or
recommends a clinical treatment, the inability to provide a meaningful explanation undermines
fairness, regulatory compliance, and stakeholder trust.

The EU Attificial Intelligence Act, which came into force in stages from 2024 onwards,
imposes explainability requirements on high-risk Al systems deployed in sectors including
employment, credit, education, and law enforcement.® Governance frameworks must therefore
incorporate technical standards for explainability and require Al vendors to document model
logic, training data, and performance metrics in accessible terms for non-expert board

members.

B. Bias and Discrimination

Al systems trained on historical data risk encoding and amplifying existing societal biases.
Research by the Stanford Human-Centred Al Institute has documented systematic disparities
in Al-driven hiring, lending, and criminal justice applications across dimensions of gender,
race, and socioeconomic background.” For corporations, deploying biased Al systems carries
profound legal, ethical, and reputational consequences.

Sound governance requires that corporations conduct rigorous bias audits before deploying Al
systems and at regular intervals thereafter. Boards should demand comprehensive fairness
assessments as part of Al project approval processes, and internal audit functions should be

equipped with the tools and expertise to conduct ongoing monitoring.

C. Accountability Gaps
When an AI system causes financial loss, physical injury, reputational damage, or

discrimination, it is often unclear who bears responsibility. The developer of the underlying

SCathy O'Neil, Weapons of Math Destruction: How Big Data Increases Inequality and Threatens Democracy,
(New York: Crown Publishers, 2016), pp. 3-8.

®European Commission, Proposal for a Regulation of the European Parliament and of the Council Laying Down
Harmonised Rules on Artificial Intelligence (Artificial Intelligence Act), COM(2021) 206 final (Brussels: EC,
2021), Art. 9.

’Stanford HAI, Al Index Report 2024, (Stanford: Stanford University, 2024), p. 102.
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model? Is the corporation deploying it? The manager who approved its use? The individual
who configured its parameters?® This diffusion of responsibility is one of the most vexing
governance problems of the Al era. Traditional corporate law assigns liability to natural and
legal persons, but Al systems occupy an ambiguous legal status that existing frameworks have

yet to resolve satisfactorily.

D. Cybersecurity and Systemic Risk

Al systems introduce novel cybersecurity vulnerabilities. Adversarial attacks — whereby
malicious inputs are engineered to deceive Al models — can cause autonomous systems to
behave catastrophically. Dependency on centralised Al platforms also creates systemic risk:
disruption or compromise of a widely used model could cascade across multiple corporations
simultaneously. Boards must treat Al risk as a category of systemic risk commensurate with
cyber, financial, and operational hazards, integrating Al into enterprise risk management

(ERM) frameworks.

IV. The Board of Directors and AI Oversight

Corporate boards bear ultimate fiduciary responsibility for the strategic direction and risk
management of the enterprises they govern. As Al becomes a material driver of corporate value
and risk, boards can no longer treat it as a purely technical matter to be delegated entirely to
management. Deloitte’s 2023 report on board-level Al governance concluded that fewer than
one-third of corporate boards felt “highly confident” in their ability to provide meaningful Al

oversight.” This confidence gap represents a significant governance failure.

The National Association of Corporate Directors (NACD) has called for boards to develop
what it terms “Al literacy” — a sufficient conceptual understanding of Al systems, their
capabilities, and their risks to enable effective strategic oversight without requiring deep
technical expertise.!® Practically, this means boards should: (i) designate a board-level Al
committee or assign Al oversight to an existing risk or audit committee; (ii) require
management to provide regular Al risk reports in accessible, non-technical language; (iii)

commission independent third-party audits of high-impact Al systems; and (iv) ensure that the

8Luciano Floridi et al., "An Ethical Framework for a Good Al Society: Opportunities, Risks, Principles, and
Recommendations," Minds and Machines, 28, no. 4 (2018): 689-707.

°Deloitte Insights, The Board's Role in Responsible AI, (New York: Deloitte, 2023), pp. 6-10.

I'NACD (National Association of Corporate Directors), 41 Governance: A Director's Handbook, (Washington
D.C.: NACD, 2024), p. 18.
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corporation maintains a current and comprehensive Al inventory.

Board composition also matters. Directors with backgrounds in data science, software
engineering, or Al ethics bring valuable perspectives that traditional director profiles, drawn
predominantly from finance, law, and general management, do not. An increasing number of
corporations are appointing Chief Al Officers (CAIOs) at the executive level and
corresponding Al expertise at the board level to bridge the gap in understanding between

management and oversight functions.

V. Ethical Frameworks for Corporate Al

Corporations increasingly recognise that legal compliance alone is an insufficient standard for
responsible Al deployment. FEthical frameworks provide normative guidance beyond
regulatory minima, addressing values such as fairness, respect for autonomy, non-maleficence,

beneficence, and explicability.'!

Major technology corporations — including Microsoft,
Google, IBM, and Salesforce have published Al ethics principles and established internal ethics
review boards. Critics, however, note that voluntary frameworks risk becoming exercises in

“ethics washing” unless backed by genuine accountability mechanisms.

Four foundational ethical principles deserve particular emphasis in the corporate governance
context:

1. Fairness and Non-Discrimination: Al systems must not produce systematically unjust
outcomes for protected groups. Corporations should embed fairness metrics into Al
development lifecycles.

2. Transparency and Explainability: Stakeholders — including employees, customers,
regulators, and investors — have a legitimate interest in understanding how Al
decisions affecting them are made.

3. Human Oversight: High-stakes Al decisions should remain subject to meaningful
human review and override. Automation must not erode human moral agency.

4. Accountability: Clear lines of responsibility for Al outcomes must be established

within the corporate hierarchy, from the development team to the board level.!?

'Nick Bostrom and Eliezer Yudkowsky, "The Ethics of Artificial Intelligence," in The Cambridge Handbook of
Artificial Intelligence, eds. Keith Frankish and William M. Ramsey (Cambridge: Cambridge University Press,
2014), pp. 316-334.

12 Ibid.
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VI. The Regulatory Environment

The regulatory landscape for corporate Al is evolving with unusual speed. The European
Union’s Al Act represents the most comprehensive legislative framework to date, adopting a
risk-based, tiered approach that imposes the most stringent obligations on Al systems used in
high-risk domains. The United States has pursued a more fragmented approach, with sector-
specific guidance from agencies including the Federal Trade Commission, the Equal
Employment Opportunity Commission, and the Securities and Exchange Commission, the last

of which has required registrants to disclose material Al-related risks in their filings.'?

The divergence of national regulatory approaches creates compliance complexity for
multinational corporations, which must navigate an increasingly fragmented patchwork of Al
rules. IBM’s 2023 CEO study found that regulatory uncertainty around Al was among the top
concerns cited by global chief executives, with 62 percent calling for clearer and more

consistent international standards.'*

At the international level, the United Nations' 2024 report “Governing Al for Humanity” called
for a global Al governance architecture anchored in international human rights law, proposing
the creation of an independent international scientific panel and a multi-stakeholder forum to
coordinate global Al governance.!> While progress on binding multilateral Al treaties remains
slow, normative convergence around core principles — safety, accountability, transparency —

is accelerating.

VII. Responsible AI Governance in Practice

Translating governance principles into organisational practice requires systematic institutional
structures. Leading corporations have pioneered several mechanisms that provide instructive

models.

Microsoft’s Al governance architecture, which has been studied by the WEF as a leading case,
features a dedicated Office of Responsible Al that monitors compliance with published Al
principles, an Al and Ethics in Engineering and Research (AETHER) Committee that provides

BSecurities and Exchange Commission (SEC), Staff Bulletin: Disclosure of Use of Artificial Intelligence by
Registrants, (Washington D.C.: SEC, 2023).

'4IBM Institute for Business Value, CEO Study 2023: Own Your Impact — Practical Pathways to Transformative
Sustainability, (Armonk: IBM, 2023), p. 7.

15United Nations, Governing Al for Humanity: Final Report, (New York: UN, 2024), p. 34.

Page | 540


http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 7 | June 2026 ISSN: 2581-8503

cross-functional guidance on sensitive deployments, and mandatory responsible Al impact
assessments for high-risk use cases.!® The company’s Responsible Al Standard imposes
requirements on documentation, testing, human oversight, and redress mechanisms across all

Al products.

Smaller corporations may lack the resources to replicate such elaborate governance
infrastructure, but can nonetheless embed responsible Al principles through: appointing an Al
governance lead within the C-suite; adopting a publicly stated Al code of conduct; requiring
Al risk assessments as part of project governance; training relevant staff on Al ethics; and

establishing a clear incident response process for Al failures.!’

VIII. Conclusion

Corporate governance and artificial intelligence are now inseparable. As Al systems grow more
capable and more deeply embedded in corporate decision-making, the adequacy of governance
frameworks will increasingly determine whether corporations create value for all stakeholders

or merely generate profits at the expense of broader social goods.

Responsible Al governance demands a transformation in how boards think about their
oversight role: from passive approvers of management decisions to active stewards of corporate
Al strategy. It demands transparency as a cultural norm rather than a regulatory burden. It
demands accountability mechanisms that close the dangerous gap between Al decision-making
and human moral responsibility. And it demands ethical frameworks that are more than mere

declarations — institutionalised, audited, and enforced.

Corporations that rise to this challenge will not merely avoid harm — they will build the
foundations of trust that are, ultimately, the most durable source of long-term corporate value.
In the age of intelligent machines, governance is not a constraint on innovation: it is its most

essential precondition.

*World Economic Forum, Responsible Use of Technology: The Microsoft Case Study, WEF White Paper
(Geneva: WEF, 2022), p. 11.
17 Ibid.
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