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Abstract
Purpose

Artificial intelligence is increasingly influencing corporate decision-making, risk monitoring, compliance,
auditing, human-resource management, and strategic planning. Although artificial intelligence can strengthen
the speed, consistency, and analytical capacity of corporate governance, it can also introduce algorithmic bias,
limited explainability, accountability gaps, privacy risks, and ethical ambiguity. This paper examines how
artificial intelligence is reshaping corporate governance and ethical decision-making and identifies the
organizational and institutional conditions under which its benefits and risks may arise.

Design/methodology/approach

The paper adopts a structured conceptual-review approach. It synthesizes interdisciplinary literature on artificial
intelligence, corporate governance, business ethics, algorithmic accountability, leadership, data governance, and
regulatory oversight. The analysis organizes the literature around five themes: governance efficiency,
algorithmic risk, board-level oversight, business-intelligence-enabled monitoring, and regulatory and
stakeholder governance.

Findings

Artificial intelligence does not automatically improve or weaken corporate governance. Its effects depend on the
quality of data, transparency of algorithms, digital competence of board members, ethical commitment of
organizational leaders, stakeholder participation, monitoring mechanisms, and regulatory clarity. The paper
proposes an integrated framework in which governance mechanisms connect artificial-intelligence capabilities
with ethical and organizational outcomes. Board digital literacy, leadership commitment, data quality,
organizational culture, board diversity, and the regulatory environment operate as important enabling or
constraining conditions.

Research limitations/implications

The paper is conceptual and does not provide statistical tests or causal evidence. Future studies should
empirically test the proposed relationships through longitudinal, comparative, experimental, case-study, and
mixed-method designs.

Practical implications

Boards should establish clear responsibility for artificial-intelligence oversight, develop directors’ digital
competence, conduct algorithmic audits, maintain human review of high-impact decisions, and incorporate
artificial-intelligence risks into existing governance and assurance systems.

Originality/value

The paper integrates technological, ethical, organizational, and institutional perspectives into a unified
framework for examining artificial intelligence in corporate governance. It also develops research propositions
and a future research agenda for responsible artificial-intelligence governance.
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1. Introduction

Artificial intelligence (AI) has evolved from a specialised technological tool into a key enabler of organisational
decision-making. Across industries, organisations increasingly rely on Al to analyse financial information,
detect fraudulent activities, assess risks, monitor regulatory compliance, evaluate job applicants, forecast market
trends, personalise customer experiences, and support strategic planning. By processing large volumes of
complex data with speed and consistency, Al enhances the quality and efficiency of organisational decision-
making. It also enables boards and senior management to identify emerging risks earlier and make more
informed strategic decisions.

Despite these advantages, the growing adoption of Al introduces significant corporate governance and ethical
challenges. Corporate governance refers to the system through which organisations are directed, controlled,
monitored, and held accountable. It encompasses board oversight, managerial accountability, shareholder and
stakeholder rights, internal controls, audit mechanisms, risk management, regulatory compliance, and disclosure
practices. As Al increasingly influences organisational decisions, governance responsibilities extend beyond the
actions of directors and managers to include the development, procurement, implementation, monitoring, and
evaluation of algorithmic systems.

The integration of Al into organisational processes also challenges traditional notions of accountability.
Decisions generated through Al systems often result from interactions among software developers, data
providers, technology vendors, managers, compliance professionals, and automated algorithms. When these
decisions produce unintended or harmful outcomes, identifying responsibility becomes considerably more
complex. Furthermore, many advanced Al models operate as "black boxes," making it difficult for boards,
regulators, employees, and other stakeholders to understand how specific decisions have been reached. This lack
of explainability creates important governance concerns regarding transparency and accountability.

Ethical decision-making extends beyond technical efficiency and legal compliance. It requires organisations to
uphold principles such as fairness, transparency, accountability, inclusiveness, respect for individual rights,
avoidance of harm, and consideration of stakeholder interests. Al systems may compromise these principles
when they are trained on biased or incomplete datasets, reinforce historical discrimination, function without
appropriate human oversight, or prioritise operational efficiency at the expense of broader social consequences.
At the same time, when supported by effective governance structures, Al can strengthen ethical conduct by
improving monitoring, detecting irregularities, enhancing consistency in decision-making, and providing timely
information for managerial oversight.

The critical issue, therefore, is not whether Al is inherently ethical or unethical, but how it is governed
throughout its lifecycle. The governance implications of Al depend on how these systems are designed,
implemented, supervised, and integrated into organisational decision-making processes. Technology alone
cannot ensure ethical outcomes. Rather, responsible governance is shaped by board oversight, organisational
culture, regulatory frameworks, data quality, stakeholder engagement, and assurance mechanisms that guide the
responsible use of Al

Although a growing body of literature has examined AI ethics, algorithmic accountability, corporate
responsibility, digital governance, accounting, auditing, and regulatory compliance, these research streams have
largely developed independently. Studies within computer science and information systems often emphasise
technical aspects such as model accuracy, fairness, explainability, and algorithmic performance, while paying
limited attention to governance structures and board responsibilities. Conversely, corporate governance research
primarily focuses on board composition, oversight mechanisms, and accountability, with relatively little
consideration of the technical characteristics of Al systems. Similarly, ethical studies frequently propose broad
normative principles but provide limited guidance on how organisations can operationalise these principles
within governance frameworks.
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This paper addresses these gaps by examining Al as both a governance enabler and a source of governance risk.
Rather than viewing Al solely as a technological innovation, the study considers its broader implications for
organisational accountability, oversight, and ethical decision-making. Specifically, the study seeks to answer the
following research questions:

RQ1: How does artificial intelligence influence corporate governance processes and organisational decision-
making?

RQ2: Which technological, organisational, ethical, and institutional factors shape the governance outcomes of
artificial intelligence adoption?

RQ3: How can an integrated framework explain the relationship between artificial intelligence capabilities,
governance mechanisms, and ethical decision-making?

This study makes three principal contributions. First, it explains the dual role of Al in corporate governance by
demonstrating that the same technology can simultaneously strengthen organisational oversight while creating
new accountability, transparency, and ethical challenges. Second, it integrates insights from stakeholder theory,
institutional theory, and technology governance to provide a more comprehensive understanding of Al-enabled
governance. Third, it proposes a conceptual framework and a set of research propositions that offer a foundation
for future empirical investigations into the relationship between artificial intelligence, corporate governance, and
ethical organisational decision-making.

2.1 Artificial Intelligence as a Governance Resource

Artificial intelligence has the potential to strengthen corporate governance by improving the quality, speed, and
scope of information available to boards and senior management. Through predictive analytics, organisations
can identify emerging risks, evaluate alternative scenarios, support strategic planning, and detect financial or
operational irregularities at an earlier stage. Similarly, Al-enabled compliance systems can continuously monitor
transactions, internal policies, and reporting processes, offering a level of consistency and timeliness that is
often difficult to achieve through periodic manual reviews.

Within the fields of accounting and auditing, Al has transformed the way organisations analyse financial data.
Intelligent systems can process extensive transaction records, identify unusual patterns, detect anomalies, and
facilitate continuous assurance activities. Nevertheless, the effectiveness of these technologies depends not only
on their analytical capabilities but also on the governance arrangements surrounding their use. As noted by
Lehner et al. (2022), Al-supported decision-making in accounting and auditing raises important ethical and
normative concerns. Automated outputs create value only when organisations are able to explain, validate, and
appropriately supervise the decisions generated by these systems.

Al can also improve the information available to corporate boards. Governance dashboards and Al-driven
decision-support systems provide directors with near real-time access to key performance indicators, compliance
status, stakeholder concerns, and organisational risk exposures. Such systems reduce reliance on highly
summarised managerial reports and enable boards to exercise more informed oversight.

Despite these advantages, Al should not be viewed as a substitute for responsible governance. While Al systems
are capable of processing large datasets, identifying patterns, and generating predictions, they cannot
independently determine whether a decision is ethically appropriate, socially responsible, or aligned with
stakeholder expectations. Corporate governance frequently requires balancing competing interests, exercising
judgement under uncertainty, and considering long-term organisational consequences. Consequently, Al should
be regarded as a decision-support tool that enhances, rather than replaces, informed human judgement.

2.2 Changes in Governance Roles and Responsibilities

The adoption of Al is reshaping the responsibilities of boards of directors, senior executives, internal auditors,
compliance professionals, data specialists, and technology providers. Al can no longer be treated solely as a
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technical or operational matter. Once algorithmic systems begin influencing strategically significant or socially
sensitive decisions, their governance becomes an integral aspect of corporate accountability.

Effective board oversight therefore requires directors to examine not only the performance of Al systems but
also the governance processes surrounding them. This includes understanding the objectives of the system,
evaluating the quality and suitability of the underlying data, defining the extent of algorithmic decision-making
authority, assessing the potential for discriminatory or biased outcomes, ensuring that meaningful human
oversight remains available, and establishing clear procedures for reviewing or correcting Al-generated
decisions. Boards must also evaluate whether third-party technology providers offer adequate transparency
regarding system design and whether contractual arrangements clearly define accountability in the event of
system failures or unintended consequences.

Cihon et al. (2021) argue that Al governance should extend beyond organisational efficiency to incorporate
broader public-interest considerations. This perspective is particularly relevant because Al-driven decisions
often affect employees, customers, suppliers, communities, regulators, and other stakeholders who have limited
direct involvement in corporate decision-making. Likewise, Camilleri (2024) emphasises that Al governance
frameworks should embed ethical values and corporate social responsibility rather than treating regulatory
compliance as a purely technical requirement. Agarwal (2023) further suggests that Al governance is most
effective when it is integrated into existing corporate governance, information technology governance, and data
governance frameworks instead of operating as a separate governance function.

2.3 Unequal Organizational Capacity

The governance benefits associated with Al adoption are unlikely to be realised equally across organisations.
Firms possessing advanced digital infrastructure, high-quality data, specialised expertise, adequate financial
resources, and technologically competent boards are generally better equipped to develop, supervise, and govern
Al systems responsibly. In contrast, smaller organisations and those operating in resource-constrained
environments often depend heavily on external technology providers and may lack the internal capability to
evaluate, audit, or challenge algorithmic decisions effectively.

These differences create an important governance disparity. Organisations with stronger technological
capabilities are more likely to benefit from improved risk monitoring, enhanced decision support, and more
effective governance processes. Conversely, organisations with limited digital maturity may adopt Al
technologies without establishing appropriate oversight, accountability mechanisms, or risk controls. For this
reason, digital capability should not be viewed merely as an operational resource but as a fundamental
governance condition that influences the effectiveness and ethical use of artificial intelligence.

3. Ethical Risks of Artificial Intelligence-Based Decision-Making
3.1 Algorithmic Bias and Unfair Qutcomes

Artificial intelligence systems derive their predictive capabilities from the data on which they are trained.
Consequently, when training datasets contain historical biases, incomplete representation, measurement errors,
or embedded institutional inequalities, Al models may replicate or even amplify these existing patterns. Such
risks are evident across a wide range of organisational applications, including employee recruitment, lending
decisions, insurance underwriting, performance evaluation, customer segmentation, fraud detection, and other
decision-making processes.

Algorithmic bias, however, should not be viewed solely as a technical limitation. The design of Al systems
involves a series of organisational choices, including the selection of prediction objectives, input variables,
performance metrics, acceptable error thresholds, and risk tolerances. These decisions inevitably reflect
organisational priorities and value judgements. As a result, an algorithm that performs well according to
statistical measures may still produce outcomes that are ethically unacceptable if it systematically disadvantages
particular stakeholder groups or relies on inappropriate proxy variables.

https://kommerstad.org 3105



Minnesota Journal of Business Law and Entrepreneurship
Volume 2026, No. 3
ISSN: 1540-3270

Addressing fairness therefore requires continuous governance throughout the entire Al lifecycle rather than
isolated technical interventions. Organisations should evaluate fairness during problem definition, data
collection, model development, validation, implementation, ongoing monitoring, and eventual system
retirement. Assessment should extend beyond overall model accuracy to include differences in outcomes across
demographic and stakeholder groups. Consistent with this perspective, Qian, Siau, and Nah (2024) argue that
reducing algorithmic bias requires close collaboration between Al developers, organisational decision-makers,
and system users, rather than relying exclusively on technical solutions.

3.2 Explainability and Transparency

Many advanced Al models rely on highly complex computational processes that are difficult for non-specialists
and, in some cases, even their developers to interpret fully. This limited explainability presents a significant
challenge for corporate governance because directors and senior managers cannot exercise effective oversight
over decisions whose underlying logic remains unclear.

Transparency does not necessarily require organisations to disclose proprietary algorithms or source code.
Instead, it involves providing sufficient information for relevant stakeholders to understand the purpose of the
system, the nature of the data used, the assumptions underlying the model, its operational limitations,
governance arrangements, and the potential consequences of its outputs. The level of explanation required
should be proportionate to the significance and potential impact of the decision being supported.

Decisions with substantial legal, financial, or social implications demand greater transparency and stronger
review mechanisms than routine administrative applications. Organisations should therefore ensure that
individuals affected by Al-assisted decisions are able to obtain meaningful explanations, question significant
outcomes, and request human review where appropriate. Such safeguards strengthen accountability while
enhancing stakeholder confidence in Al-enabled governance processes.

3.3 Accountability Gaps

The increasing use of Al can blur traditional lines of organisational accountability by distributing responsibility
across software developers, external vendors, managers, system users, and automated decision-making
processes. In practice, organisations may begin to perceive algorithmic recommendations as inherently objective
or neutral, resulting in excessive reliance on automated outputs and a corresponding reduction in human
accountability.

Effective governance requires that responsibility for Al systems be explicitly defined and assigned. Boards and
senior executives should establish clear decision rights by identifying who authorises the deployment of Al
systems, who validates their performance, who monitors operational outcomes, who investigates unexpected
incidents, and who has the authority to suspend, modify, or withdraw systems when necessary. Although
organisations may outsource software development or technical implementation, they remain accountable for
the consequences arising from the use of those systems.

Evidence from public-sector automated decision-making reinforces the importance of maintaining clear
accountability structures. Kuziemski and Misuraca (2020) demonstrate that when responsibility is fragmented
among system designers, technology vendors, and implementing agencies, determining accountability becomes
increasingly difficult. Such ambiguity can weaken institutional legitimacy and reduce public and stakeholder
trust. Similar challenges are likely to emerge within corporate settings unless organisations establish robust
governance frameworks that clearly define responsibility throughout the Al decision-making process.

3.4 Privacy and Data Governance

Artificial intelligence systems depend heavily on the collection and analysis of large volumes of personal,
behavioural, financial, and operational data. While these data enable organisations to generate valuable insights
and improve decision-making, they also introduce significant governance and ethical concerns. Weak data
governance can expose individuals and organisations to privacy breaches, unauthorised surveillance, insecure
information sharing, excessive data collection, and the inappropriate secondary use of personal information.

https://kommerstad.org 3106



Minnesota Journal of Business Law and Entrepreneurship
Volume 2026, No. 3
ISSN: 1540-3270

Effective data governance therefore extends beyond regulatory compliance and requires a comprehensive
framework for the responsible management of organisational data. This includes lawful and ethical data
collection, data minimisation, clearly defined purposes for data use, robust access controls, information security,
continuous assessment of data quality, appropriate retention policies, and mechanisms that allow inaccurate
information to be corrected. Organisations should also consider whether individuals genuinely understand how
their information is collected and used, particularly in situations where consent may be influenced by unequal
bargaining power or limited alternatives.

Data governance should not be viewed as an isolated governance function. Rather, it is closely connected with
broader issues of fairness, transparency, accountability, and system reliability. Zhang and Zhang (2023) identify
data quality, algorithmic bias, opacity, safety, security, and responsibility attribution as interconnected elements
of trustworthy Al, highlighting that responsible governance requires these dimensions to be managed in an
integrated manner.

3.5 Automation Bias and Reduced Human Judgement

As organisations increasingly incorporate Al into decision-making, there is a growing risk that users may place
excessive trust in automated recommendations. This phenomenon, commonly referred to as automation bias,
occurs when decision-makers accept algorithmic outputs without applying sufficient independent judgement or
critical evaluation. The opposite risk may also arise, where individuals disregard accurate Al-generated
recommendations because they misunderstand or distrust the technology.

Neither extreme supports responsible governance. Effective Al governance requires decision-makers to use
algorithmic recommendations as informed inputs rather than unquestioned conclusions. Human oversight should
remain an active component of organisational decision-making, particularly where decisions have significant
financial, legal, or social consequences.

For human oversight to be meaningful, reviewers must possess the necessary knowledge, authority, time, and
access to information needed to evaluate Al-generated outputs critically. Human involvement should therefore
represent genuine decision-making authority rather than serving as a symbolic approval process intended solely
to satisfy governance requirements.

4. Organisational Mechanisms for Ethical Artificial Intelligence Governance
4.1 Board Digital Literacy

The effectiveness of Al governance depends substantially on the digital competence of corporate boards. Board
digital literacy refers to directors ability to understand the strategic opportunities, operational limitations,
governance implications, and potential risks associated with digital technologies, including AI. Although
directors are not expected to possess the technical expertise of software developers or data scientists, they
should have sufficient knowledge to question management decisions, evaluate governance arrangements, and
assess whether appropriate controls have been implemented.

Boards with stronger digital capabilities are generally better equipped to challenge managerial assumptions,
critically evaluate technology vendors' claims, interpret Al-related risk reports, and recognise the limitations of
algorithmic decision-making. They are therefore more capable of exercising effective oversight over Al-enabled
organisational processes.

Developing board digital literacy requires a combination of governance initiatives, including continuous director
education, engagement with external experts, the establishment of board technology or digital committees,
recruitment of directors with relevant technological expertise, and regular interaction with data governance,
cybersecurity, and risk management professionals.

Importantly, responsibility for Al governance should not rest with a single technology expert on the board.
While specialist directors can provide valuable guidance, oversight of Al-related risks remains a collective
board responsibility. Every director should possess a sufficient understanding of the governance implications of
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material Al systems to participate effectively in board deliberations and discharge their fiduciary
responsibilities.

4.2 Ethical Leadership

The successful governance of artificial intelligence depends not only on formal policies but also on the
commitment of organisational leadership. Senior executives play a central role in determining whether ethical
principles become embedded in everyday decision-making or remain aspirational statements. Where leadership
rewards only speed, growth, cost reduction, or financial performance, ethical Al policies are unlikely to
influence organisational behaviour in a meaningful way. Instead, leaders communicate organisational priorities
through the allocation of resources, performance evaluation systems, reporting structures, and the manner in
which they respond to governance failures and ethical concerns.

Ethical leadership encourages employees to raise concerns about Al systems, question potentially harmful
outcomes, and consider the broader consequences of organisational decisions for stakeholders. It also promotes
investment in fairness assessments, bias testing, explainability, independent assurance, and stakeholder
engagement throughout the Al lifecycle. Consequently, leadership commitment determines whether ethical Al
governance becomes an integral part of organisational practice rather than a symbolic compliance exercise.

This perspective is reinforced by Toth and Blut (2024), who argue that corporate digital responsibility provides
leaders with a normative framework for determining where accountability should reside in Al-enabled service
environments. As organisations increasingly rely on automated systems instead of direct human interaction,
leadership assumes a critical role in ensuring that responsibility for organisational decisions remains clearly
defined and ethically grounded.

4.3 Artificial Intelligence Ethics Committees

As Al applications become more complex and influential, many organisations may benefit from establishing
dedicated Al ethics or governance committees. Such committees can provide structured oversight by reviewing
proposed Al initiatives, assessing levels of organisational risk, evaluating stakeholder implications, monitoring
system performance, and recommending corrective actions where necessary.

To fulfil these responsibilities effectively, Al governance committees should adopt a multidisciplinary approach.
Membership may include representatives from technology, risk management, legal affairs, compliance, internal
audit, human resources, sustainability, and business operations. For Al applications with significant societal or
ethical implications, organisations may also consider involving independent experts or stakeholder
representatives to provide broader perspectives during governance discussions.

However, the existence of an ethics committee alone does not guarantee effective oversight. Its effectiveness
depends on clearly defined authority, independence, access to relevant information, technical expertise,
decision-making powers, and direct reporting relationships with senior management and the board. Regular
reporting on material Al-related risks, governance issues, and significant incidents enables boards to exercise
informed oversight and respond proactively to emerging challenges.

4.4 Algorithmic Auditing and Assurance

Algorithmic auditing refers to the systematic evaluation of Al systems throughout their lifecycle. Such
assessments typically examine the quality of training data, model design, predictive performance, fairness,
explainability, cybersecurity, regulatory compliance, and governance arrangements. Mokander and Floridi
(2023) identify ethics-based auditing as an important mechanism for translating high-level Al principles into
operational governance practices.

Effective algorithmic auditing should begin before an Al system is deployed and continue throughout its
operational life. Continuous monitoring is particularly important because organisational environments,
stakeholder behaviour, data characteristics, and business objectives evolve over time. Consequently, an Al
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model that initially performs accurately and fairly may gradually become less reliable or produce unintended
and inequitable outcomes if it is not regularly evaluated.

The intensity of assurance activities should reflect the level of organisational risk associated with the Al
application. Systems that support high-impact decisions may require independent validation, external assurance,
comprehensive documentation, periodic model reviews, and regular reporting to the board. Lower-risk
applications may be governed through proportionate internal controls, provided that these controls remain
adequately documented and subject to periodic review.

4.5 Business Intelligence and Continuous Monitoring

Business intelligence systems play an increasingly important role in supporting the ethical governance of Al by
providing dashboards, automated alerts, exception reports, and performance indicators that enable continuous
organisational oversight. When integrated with Al applications, these systems allow organisations to detect
anomalies, monitor variations in outcomes across stakeholder groups, identify changes in model performance,
and recognise emerging governance risks before they become significant operational problems.

Effective monitoring should extend beyond traditional financial and operational metrics to include indicators
that reflect ethical performance. Relevant measures may include model error rates, complaint trends, human
override frequencies, disparities in outcomes across different stakeholder groups, data quality issues,
unexplained changes in model behaviour, and the number of appeals or requests for human review. Monitoring
such indicators enables organisations to identify potential governance failures at an early stage and implement
timely corrective actions.

Nevertheless, dashboards and monitoring systems should not create a false sense of organisational control. Their
value ultimately depends on the quality and relevance of the underlying information, the competence of those
interpreting the results, and the willingness of boards and managers to respond appropriately when warning
signals emerge. Continuous monitoring is therefore most effective when it supports informed managerial
judgement rather than replacing it.

4.6 Organisational Culture and Employee Participation

An organisational culture that promotes openness, ethical responsibility, and continuous learning provides an
important foundation for effective AI governance. Employees involved in the design, procurement,
implementation, and day-to-day use of AI systems are often the first to recognise technical weaknesses,
unintended consequences, or ethical concerns. Their experience and practical knowledge therefore represent
valuable sources of information for governance and risk management.

To encourage early identification of governance issues, organisations should establish safe and accessible
mechanisms through which employees can report concerns relating to Al systems. Whistleblowing frameworks
should explicitly include algorithmic risks, data misuse, biased decision-making, and other ethical or regulatory
issues associated with Al. Employees who raise legitimate concerns in good faith should be protected from
retaliation and supported through transparent reporting procedures.

Employee participation should extend beyond reporting mechanisms. Organisations can strengthen governance
by involving employees, users, and other relevant stakeholders during the design, testing, implementation, and
evaluation of Al systems, particularly where these technologies have a significant impact on employment,
customer relationships, or other stakeholder interests. Such participatory approaches improve both the
legitimacy and the quality of Al-related decision-making.

5. Theoretical Foundations
5.1 Stakeholder Theory

Stakeholder theory argues that organisations have responsibilities not only to shareholders but also to all groups
affected by corporate activities. This perspective is particularly relevant to Al governance because algorithmic
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decisions frequently influence employees, customers, suppliers, regulators, local communities, and society more
broadly.

From a stakeholder perspective, boards should evaluate not only the efficiency of Al systems but also the
distribution of their benefits and risks. An Al application may improve organisational performance while
simultaneously imposing disproportionate costs or disadvantages on vulnerable stakeholder groups.
Consequently, responsible governance requires organisations to consider whose interests are served, whose
interests may be adversely affected, and whether appropriate safeguards exist to protect those exposed to
algorithmic decision-making.

Stakeholder engagement also enhances governance by identifying potential risks that may not be evident to
software developers, technical specialists, or senior executives. Incorporating diverse stakeholder perspectives
can therefore improve the fairness, legitimacy, and social acceptability of Al-enabled organisational decisions.

5.2 Institutional Theory

Institutional theory explains how organisational practices are shaped by the broader institutional environment in
which firms operate. Regulatory requirements, professional standards, investor expectations, industry norms,
media scrutiny, and the practices of peer organisations all influence the adoption and development of Al
governance frameworks.

These institutional pressures can encourage organisations to implement more responsible governance practices.
However, they may also encourage symbolic compliance, where organisations publicly endorse Al principles or
establish governance structures without fundamentally changing decision-making processes or accountability
arrangements. Distinguishing between substantive governance and symbolic adoption therefore represents an
important avenue for future research.

Institutional influences are also likely to differ across countries, industries, and regulatory environments.
Variations in legal frameworks, enforcement mechanisms, cultural expectations, technological maturity, and
professional norms shape how organisations interpret, implement, and monitor ethical Al governance. These
contextual differences suggest that governance practices cannot be assumed to operate uniformly across
organisational settings.

5.3 Technology Governance Perspective

A technology governance perspective focuses on the organisational structures, decision rights, and control
mechanisms that guide the responsible development and use of digital technologies. In the context of Al,
governance extends beyond technical performance to encompass accountability, risk management, ethical
oversight, and the alignment of technological capabilities with organisational objectives and societal
expectations.

Unlike many conventional information systems, Al technologies continue to evolve after deployment as data
characteristics, operating environments, and organisational priorities change. Consequently, governance must
remain adaptive throughout the entire Al lifecycle.

Effective technology governance integrates technical controls with human accountability. It includes
mechanisms such as risk classification, system documentation, model validation, continuous performance
monitoring, incident management, human oversight, and clearly defined procedures for modifying, suspending,
or retiring Al systems when necessary. This lifecycle approach is consistent with the integrated analytical
framework proposed by Xue and Pang (2022), which conceptualises ethical Al governance as the interaction of
technological, institutional, innovation, and value-based systems rather than as a single-stage compliance
activity.

6. Proposed Conceptual Framework

The conceptual framework developed in this study comprises four interrelated components: Al capabilities,
governance mechanisms, ethical and governance outcomes, and contextual conditions. Together, these
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components explain how organisational governance influences the relationship between AI adoption and
responsible decision-making.

6.1 Artificial Intelligence Capabilities

Al capabilities encompass a wide range of technologies, including predictive analytics, machine learning,
natural language processing, automated classification, anomaly detection, intelligent decision-support systems,
compliance monitoring, and governance dashboards. These capabilities enable organisations to process large
volumes of information efficiently while improving analytical speed, consistency, scalability, and predictive
accuracy.

Although these technological capabilities can substantially improve organisational performance, they do not
inherently produce ethical or responsible governance outcomes. Their impact depends on the governance
structures within which they are developed, implemented, and supervised.

6.2 Governance Mechanisms

Governance mechanisms represent the organisational processes that ensure Al technologies are deployed
responsibly and remain aligned with organisational objectives and stakeholder expectations. These mechanisms
include board oversight, ethical leadership, robust data governance, algorithmic auditing, human review,
stakeholder participation, risk committees, internal control systems, documentation standards, and incident-
reporting procedures.

These governance arrangements serve as the critical link between technological capability and organisational
outcomes. Without appropriate oversight and accountability, Al systems may improve efficiency and decision-
making while simultaneously increasing ethical risks, reducing transparency, or weakening organisational
accountability.

6.3 Ethical and Governance Outcomes

The framework identifies several important governance outcomes associated with responsible Al adoption,
including transparency, accountability, fairness, inclusiveness, stakeholder trust, regulatory compliance,
decision quality, effective risk management, organisational legitimacy, and sustainable long-term value creation.

Importantly, these outcomes should not be assumed to improve simultaneously. Al systems often generate trade-
offs between competing governance objectives. For example, a system that significantly enhances decision-
making speed may reduce explainability, while an Al model that strengthens fraud detection may inadvertently
increase the risk of discriminatory outcomes or false positive decisions. Effective governance therefore requires
organisations to recognise, evaluate, and manage these competing objectives rather than assuming that
technological improvement automatically leads to better governance while increasing privacy risks. Evaluating
Al-enabled governance therefore requires a balanced assessment of multiple governance outcomes from the
perspective of diverse stakeholder groups rather than relying on a single measure of organisational performance.

6.4 Contextual Conditions

The relationship between Al capabilities and governance outcomes does not operate uniformly across
organisations. Instead, its effectiveness is shaped by a range of organisational, technological, and institutional
conditions that influence both the implementation and governance of Al systems.

Key contextual factors include:

Data quality, availability, and representativeness.
Board digital literacy and technological competence.
Leadership commitment to ethical Al governance.

Board diversity in terms of expertise, experience, and perspectives.
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Organisational ethical culture.

Regulatory clarity and the effectiveness of enforcement mechanisms.
Sector-specific risk characteristics.

Organisational size, technological capability, and resource availability.
Stakeholder participation and engagement in governance processes.

These contextual conditions influence whether Al functions primarily as a governance resource that strengthens
accountability and decision quality or as a source of new governance challenges and ethical risks. Consequently,
they should be regarded as important moderating factors within the proposed conceptual framework.

6.5 Research Propositions

Building on the preceding discussion, the conceptual framework gives rise to the following research
propositions for future empirical investigation:

Proposition 1. Al adoption is more likely to improve governance efficiency when organisations possess high-
quality data, adequate technological infrastructure, and effective mechanisms for human oversight.

Proposition 2. Limited algorithmic explainability and biased data increase the likelihood of accountability gaps
and unfair outcomes for affected stakeholders.

Proposition 3. Board digital literacy positively moderates the relationship between Al adoption and corporate
governance effectiveness.

Proposition 4. Ethical leadership strengthens both the adoption and effective implementation of Al
accountability and governance mechanisms.

Proposition 5. Algorithmic auditing and continuous monitoring reduce the likelihood that Al-related risks
remain undetected throughout the operational lifecycle of Al systems.

Proposition 6. Greater board diversity and meaningful stakeholder participation enhance the identification of
ethical risks and strengthen the legitimacy of Al governance practices.

Proposition 7. Regulatory clarity and effective enforcement strengthen the relationship between internal Al
governance mechanisms and responsible organisational outcomes.

Proposition 8. A strong organisational ethical culture reduces the likelihood that Al systems will be used
primarily to maximise organisational efficiency at the expense of stakeholder interests.

7. Methodology

This study adopts a structured conceptual review methodology to develop an integrated understanding of the
relationship between artificial intelligence (Al), corporate governance, and ethical decision-making. A
conceptual review is appropriate because the objective of the study is not to evaluate the effectiveness of
specific Al applications empirically, but rather to synthesise and integrate insights from multiple research
domains. The review therefore draws upon literature from corporate governance, Al ethics, business ethics,
accounting, auditing, information systems, and regulatory studies to develop a comprehensive conceptual
framework.

The review is intended to provide an integrative rather than exhaustive assessment of the existing literature.
Accordingly, it does not attempt to include every publication relating to Al and corporate governance. Instead,
the analysis synthesises the literature contained within the source manuscript to identify recurring concepts,
theoretical perspectives, governance mechanisms, ethical concerns, and gaps that warrant further investigation.

The analysis was conducted in three sequential stages. First, the literature was examined to identify the principal
organisational applications of Al and the ways in which these technologies influence corporate and managerial
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decision-making. Second, recurring governance and ethical issues were identified and organised into broader
conceptual themes, including governance efficiency, algorithmic bias, transparency, accountability, board
competence, ethical leadership, monitoring, and regulatory oversight. Finally, these themes were integrated into
a conceptual framework that explains the relationships among Al capabilities, governance mechanisms,
contextual conditions, and ethical outcomes.

As a conceptual study, this research does not estimate effect sizes, test causal relationships, or provide statistical
generalisations. Instead, its primary objective is theory development through conceptual integration. The
research propositions developed in this paper are intended to provide a foundation for future empirical research
that can examine and validate the proposed relationships across different organisational contexts.

Future systematic literature reviews could extend the present study by adopting transparent review protocols,
including clearly defined database selection, comprehensive search strategies, publication periods, eligibility
criteria, screening procedures, quality assessment methods, coding frameworks, and explicit reasons for
excluding individual studies. Such approaches would complement the conceptual insights developed here by
providing greater methodological transparency and reproducibility.

8. Discussion
8.1 Artificial Intelligence as a Dual Governance Force

The literature consistently suggests that Al represents both a governance opportunity and a governance
challenge. On one hand, Al can strengthen corporate governance by improving information processing,
enhancing organisational monitoring, supporting risk identification, and increasing the consistency and speed of
managerial decision-making. On the other hand, these benefits may be undermined when Al systems operate
with limited transparency, rely on biased data, receive inadequate oversight, or are treated as substitutes for
informed human judgement.

This dual role highlights that the adoption of Al should not be interpreted as evidence of improved governance
in itself. Technological capability alone cannot guarantee responsible organisational decision-making. Rather,
governance outcomes depend on the organisational structures, oversight mechanisms, and accountability
arrangements that guide the development and use of Al systems.

Consequently, effective governance requires boards and senior managers to understand the capabilities and
limitations of Al, critically evaluate algorithmic outputs, recognise unintended consequences, and establish clear
accountability for decisions supported by automated systems. The quality of governance therefore depends as
much on organisational oversight as on technological sophistication.

8.2 Governance Mechanisms as the Connecting Process

The conceptual framework proposed in this study positions governance mechanisms as the central link between
Al capabilities and ethical organisational outcomes. In other words, Al influences corporate governance not
simply through its technological capabilities but through the quality of the governance structures that regulate its
use.

For example, predictive analytics can improve organisational risk identification only when decision-makers
have access to reliable data and understand the limitations of predictive models. Likewise, Al-assisted
recruitment or customer screening systems may enhance consistency and efficiency only if organisations
routinely evaluate these systems for discriminatory outcomes and maintain meaningful opportunities for human
review. Similarly, continuous monitoring technologies strengthen regulatory compliance only when appropriate
performance indicators are monitored and responsible individuals respond promptly to identified risks.

These examples demonstrate that governance mechanisms should be incorporated from the earliest stages of Al
implementation rather than introduced only after governance failures occur. Ethical considerations should
therefore be embedded throughout the Al lifecycle—from defining system objectives and selecting training data
to procurement, model development, validation, deployment, continuous monitoring, and periodic review.

https://kommerstad.org 3113



Minnesota Journal of Business Law and Entrepreneurship
Volume 2026, No. 3
ISSN: 1540-3270

Integrating governance into each stage of the Al lifecycle enables organisations to manage emerging risks
proactively while ensuring that technological innovation remains aligned with ethical principles and corporate
accountability.

8.3 Human Accountability in Automated Environments

The growing use of Al within organisations does not diminish human responsibility; rather, it changes how that
responsibility is exercised. Decisions to adopt, configure, monitor, modify, or discontinue Al systems remain
the responsibility of directors and senior management. Although Al can support organisational decision-making,
accountability for its outcomes ultimately rests with those who govern and oversee its use.

For human oversight to be effective, it must represent genuine decision-making authority rather than a
procedural formality. Requiring an employee to approve an algorithmic recommendation provides little
meaningful control if that individual lacks the expertise, authority, information, or time necessary to evaluate the
recommendation critically. Organisations should therefore establish clear criteria specifying when Al-generated
decisions may be questioned, overridden, or escalated for further review. Monitoring how frequently reviewers
exercise independent judgement can also provide valuable evidence regarding the effectiveness of human
oversight arrangements.

8.4 The Importance of Board-Level Involvement

Al governance should be integrated into the board's existing responsibilities for strategy, enterprise risk
management, internal control, regulatory compliance, and stakeholder accountability. Depending on an
organisation's size, industry, and level of Al adoption, responsibility for Al oversight may reside with the full
board or be delegated to an audit committee, risk committee, technology committee, or a dedicated Al
governance committee.

Regardless of the governance structure adopted, responsibilities should be clearly defined and formally
documented. Boards should receive regular reports on significant Al applications, system risk classifications,
governance incidents, audit findings, stakeholder complaints, regulatory developments, and corrective actions
undertaken by management. Such reporting enables directors to exercise proactive oversight while ensuring that
Al-related risks receive appropriate strategic attention.

8.5 Theoretical Contribution

This study contributes to the corporate governance literature by integrating perspectives that have often been
examined independently. From the standpoint of stakeholder theory, the framework demonstrates that
responsible Al governance requires organisations to consider the interests of all stakeholders who may be
affected by algorithmic decision-making rather than focusing solely on shareholder value.

The study also extends institutional theory by illustrating how regulatory frameworks, professional expectations,
industry norms, and broader societal pressures shape organisational approaches to Al governance. At the same
time, it contributes to technology governance research by linking technical governance mechanisms with board
oversight, organisational culture, and ethical decision-making.

The proposed conceptual framework also offers an explanation for the mixed findings reported in previous
research. Organisations frequently experience different governance outcomes because they differ in data quality,
leadership commitment, board competence, stakeholder engagement, organisational culture, and regulatory
environments. These contextual conditions should therefore be treated as important explanatory factors rather
than assuming that Al adoption produces uniform governance outcomes across organisations.

9. Practical Implications
9.1 Implications for Boards

Boards should identify Al systems that present material strategic, financial, legal, ethical, or reputational risks.
Particular attention should be given to systems that influence employment decisions, financial reporting,
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customer access, safety, privacy, regulatory compliance, or other decisions with significant organisational or
societal consequences.

To support effective governance, boards should establish clear accountability arrangements, approve Al risk
management policies, ensure access to appropriate technical expertise, and require regular assurance regarding
the performance and governance of significant Al systems. Director development programmes should also
include education on Al technologies, algorithmic risk, data governance, ethical decision-making, and emerging
regulatory requirements to strengthen board oversight capabilities.

9.2 Implications for Management

Management should maintain a comprehensive inventory of organisational Al systems and classify each
application according to its level of risk and organisational impact. Every material Al system should have a
clearly identified owner, documented objectives, approved data sources, validation procedures, performance
indicators, incident response protocols, and predefined criteria for modification or withdrawal.

Management reporting should extend beyond operational performance to include indicators of ethical and
governance performance. Relevant information may include stakeholder complaints, evidence of algorithmic
bias, model error patterns, frequencies of human overrides, data quality issues, cybersecurity incidents,
significant model changes, and unresolved audit findings. Reporting these indicators supports continuous
governance and enables timely corrective action when risks emerge.

9.3 Implications for Regulators and Professional Bodies

Regulators and professional bodies have an important role in establishing clear expectations for Al governance.
Guidance should address accountability, transparency, human oversight, data governance, algorithmic auditing,
and accessible mechanisms through which affected individuals can seek explanations or remedies. Regulatory
requirements should be proportionate to the level of organisational risk rather than applying identical obligations
to every Al application.

International cooperation is equally important because multinational organisations increasingly operate across
jurisdictions with different legal frameworks, regulatory approaches, and ethical expectations. Greater
international consistency can reduce regulatory uncertainty while discouraging organisations from relocating Al
activities to jurisdictions offering weaker governance protections.

9.4 Implications for Stakeholders

Employees, customers, investors, civil society organisations, and other stakeholders should have meaningful
opportunities to participate in AI governance. Organisations should establish accessible channels through which
stakeholders can raise concerns, request explanations, and obtain relevant information regarding significant Al-
assisted decisions.

Active stakeholder engagement can improve governance by identifying ethical, operational, or social risks that
may not be recognised by technical teams or senior management alone. Incorporating stakeholder perspectives
therefore enhances both the legitimacy and the effectiveness of organisational Al governance.

10. Limitations
This study has several limitations that should be considered when interpreting its findings.

First, the paper adopts a conceptual review approach rather than a fully systematic literature review.
Consequently, the analysis is influenced by the scope and characteristics of the literature examined and does not
provide a fully reproducible review protocol.

Second, the conceptual framework and research propositions developed in this study have not yet been
empirically validated. They should therefore be regarded as theoretical propositions that require testing across
different organisational and institutional contexts.

https://kommerstad.org 3115



Minnesota Journal of Business Law and Entrepreneurship
Volume 2026, No. 3
ISSN: 1540-3270

Third, much of the existing literature focuses on technologically advanced industries and developed economies.
Governance challenges faced by small and medium-sized enterprises, nonprofit organisations, public-sector
institutions, and organisations operating in emerging economies may differ substantially and deserve greater
scholarly attention.

Fourth, both Al technologies and the regulatory environment governing their use continue to evolve rapidly. As
a result, governance practices that are considered appropriate today may require ongoing revision as
technologies mature and regulatory expectations change.

Finally, concepts such as fairness, transparency, accountability, and inclusion are interpreted differently across
legal systems, organisational contexts, industries, and cultures. Future research should therefore examine how
these contextual differences influence the design and effectiveness of Al governance rather than assuming that
ethical principles are applied uniformly across all settings.

11. Future Research Agenda

Although the literature on Al governance has expanded rapidly, important opportunities remain for future
research. Moving beyond broad conceptual discussions, future studies should examine how governance
mechanisms operate in practice and under what organisational conditions they contribute to responsible Al
adoption.

First, quantitative research should develop and validate robust measures of board digital literacy, Al governance
maturity, algorithmic accountability, stakeholder participation, and ethical governance outcomes. Combining
survey-based evidence with organisational performance indicators, governance disclosures, regulatory actions,
or incident data would provide a stronger empirical basis for evaluating the effectiveness of Al governance
practices.

Second, longitudinal studies are needed to examine how Al governance evolves over time. Such research could
explore whether governance mechanisms remain effective as Al systems mature, how organisations respond to
governance failures or ethical incidents, and whether initially ambitious governance initiatives become
embedded in organisational practice or gradually evolve into symbolic compliance.

Third, comparative studies should investigate how Al governance differs across industries, countries, ownership
structures, organisational sizes, and institutional environments. Governance challenges in financial services, for
example, may differ substantially from those encountered in healthcare, manufacturing, education, agriculture,
infrastructure, public administration, or nonprofit organisations.

Fourth, qualitative case studies can provide valuable insights into the organisational processes underlying Al
governance. Examining board deliberations, committee activities, vendor relationships, algorithmic auditing
practices, and organisational responses to ethical controversies would deepen understanding of how
accountability is negotiated in practice. Interviews with directors, senior executives, developers, auditors,
regulators, employees, and affected stakeholders would be particularly valuable in capturing these governance
dynamics.

Fifth, experimental and quasi-experimental research could compare decisions made by humans, Al-assisted
decision-makers, and fully automated systems. Beyond measuring decision accuracy, such studies should
evaluate outcomes including fairness, explainability, accountability, confidence in decision-making, and
stakeholder trust.

Sixth, greater attention should be given to the influence of board diversity and stakeholder participation on Al
governance. Future studies could examine whether diversity in professional background, cognitive perspective,
gender, culture, or demographic characteristics enhances boards' ability to identify algorithmic risks and
evaluate ethical implications.

Seventh, considerably more research is required in emerging economies and the Global South, where
institutional environments, regulatory capacity, technological infrastructure, and resource availability often
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differ from those found in developed economies. Such studies would improve understanding of how contextual
conditions influence responsible Al governance across diverse organisational settings.

Finally, future research should adopt a genuinely interdisciplinary perspective by integrating insights from
corporate governance, computer science, accounting, law, behavioural ethics, information systems, and public
policy. Evaluating technical and organisational dimensions together will provide a more comprehensive
understanding of how Al can be governed responsibly.

12. Conclusion

Artificial intelligence is fundamentally reshaping the way organisations analyse information, monitor
organisational risks, comply with regulatory requirements, and support strategic and operational decision-
making. Its increasing adoption offers considerable opportunities for corporate governance by improving
analytical capability, strengthening continuous monitoring, enhancing risk detection, and providing more timely
support for managerial and board decision-making.

At the same time, these benefits are accompanied by significant governance and ethical challenges. Bias
embedded in training data, limited algorithmic explainability, privacy concerns, fragmented accountability,
automation bias, and insufficient board competence all have the potential to undermine fairness, transparency,
accountability, and stakeholder trust. Consequently, Al should not be regarded as an autonomous or inherently
objective decision-maker, but as a technology whose governance determines its organisational impact.

This study argues that the governance consequences of Al depend fundamentally on the organisational and
institutional environment in which it is deployed. Factors such as board digital literacy, ethical leadership, data
quality, algorithmic auditing, meaningful human oversight, organisational culture, stakeholder participation, and
regulatory clarity collectively shape whether Al strengthens or weakens responsible corporate governance.

Accordingly, the conceptual framework proposed in this paper positions governance mechanisms as the critical
link between Al capabilities and organisational outcomes. This perspective shifts the focus from asking whether
Al is inherently beneficial or harmful to examining how governance arrangements influence its ethical and
organisational consequences.

Ultimately, responsible Al governance extends well beyond technical compliance or regulatory adherence. It
requires clear accountability, informed human judgement, continuous monitoring, active stakeholder
engagement, and sustained board-level oversight throughout the Al lifecycle. Organisations that successfully
integrate these governance principles are more likely to deploy Al in ways that strengthen organisational
legitimacy, enhance stakeholder trust, improve resilience, and support sustainable long-term value creation.
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