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Abstract 

Artificial Intelligence (AI) helps businesses make better decisions because it improves 

operational efficiency and decision-making accuracy and forecasting abilities in all aspects of 

their operations which include finance and human resources and marketing and risk 

management. Modern companies use AI as a strategic advantage because it helps them gather 

data-driven insights and automate processes to compete in the changing global market. 

The growing dependence on AI systems creates essential issues for legal and ethical and 

governance systems which especially affect their accountability and transparency and their 

ability to handle algorithmic bias and protect data privacy and determine legal responsibility. 

The hidden workings of AI systems which people refer to as "black boxes" create difficulties 

for stakeholders who want to understand and dispute automated decision-making processes. 

The lack of established legal accountability standards for AI systems creates major challenges 

for regulatory frameworks. 

The research paper. This research paper examines the growing need for effective regulation 

of AI in corporate decision-making. The research paper studies current national and 

international legal systems to find their regulatory deficiencies while evaluating various AI 

governance methods which include principle-based and risk-based regulation. The paper 

further proposes policy recommendations which will create responsible ethical and 

transparent AI usage standards for corporate environments. 

The study adopts a doctrinal and analytical methodology based on secondary data derived 

from academic literature, legal instruments, policy documents, and institutional reports. 

                                                             
1LL.M. Student, Gitarattan International Business School, Delhi, India. 

https://www.ijalr.in/


VOLUME 6 | ISSUE 3                               FEBRUARY 2026                                   ISSN: 2582-7340 

For general queries or to submit your research for publication, kindly email us at ijalr.editorial@gmail.com 
 

https://www.ijalr.in/ 

© 2026 International Journal of Advanced Legal Research 

Keywords: Artificial Intelligence, Corporate Decision-Making, AI Regulation, Corporate 

Governance, Accountabilityetc.. 

1. Introduction 

Artificial Intelligence (AI) has emerged as a transformative force in modern corporate 

governance, which functions as a strategic tool that enables data-driven decision-making 

across all major business areas, including finance, marketing, and human resource 

management.2Corporations depend on AI systems to analyse both structured data and 

unstructured data because these systems can detect patterns and produce accurate predictive 

insights at a faster rate than human analysts.3The technological progress improves both 

operational efficiency and competitive strength of businesses that operate in a fast-changing 

international marketplace. 

The integration of AI into corporate decision-making processes has fundamentally altered 

traditional governance structures. The decision-making process which used to depend on 

human managers has moved towards algorithmic systems which now provide complete 

decision-making power to organizations.4The new system provides multiple advantages, but 

it brings forward complicated legal issues and ethical dilemmas and regulatory problems 

which require careful attention. 

The main issue concerns AI systems which make decisions because they need to establish 

who should take responsibility for their outcomes. The developers and corporate management 

and the organization as a whole share responsibility for any harmful outcomes produced by 

AI systems.5The risk of algorithmic bias creates major problems because it affects fairness 

and non-discrimination especially in important areas which include hiring and lending and 

customer profiling.6The "black-box" models which describe many AI systems fail to provide 

transparency because they block stakeholders from understanding and challenging automated 

decisions.7 

                                                             
2 Stuart Russell & Peter Norvig, Artificial Intelligence: A Modern Approach (4th edn., Pearson 2021). 
3 Ajay Agrawal, Joshua Gans & Avi Goldfarb, Prediction Machines: The Simple Economics of Artificial 

Intelligence (Harvard Business Review Press 2018). 
4 Erik Brynjolfsson & Andrew McAfee, The Second Machine Age (W.W. Norton & Company 2014). 
5 Frank Pasquale, The Black Box Society: The Secret Algorithms That Control Money and Information (Harvard 

University Press 2015). 
6 Cathy O’Neil, Weapons of Math Destruction (Crown Publishing Group 2016). 
7 Mireille Hildebrandt, “Algorithmic Regulation and the Rule of Law” (2018) 376 Philosophical Transactions of 

the Royal Society A. 
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 In this situation, multiple important inquiries emerge.  

 Who should be held responsible for AI-driven decisions?  

 How can organizations achieve success in preventing bias and discrimination during 

their algorithmic processes?  

 What regulatory mechanisms are necessary to ensure transparency, accountability, and 

ethical use of AI in corporate governance? 

The lack of a complete and precise regulatory system that governs AI usage in corporate 

decision-making has generated a substantial gap in governance. The existing gap needs to be 

resolved because it impacts the proper application of AI technologies according to legal 

requirements and ethical standards and the needs of all stakeholders involved.8 

2. Role of AI in Corporate Decision-Making 

Artificial Intelligence (AI) functions as the main technology that changes how businesses 

make decisions through improved operational efficiency and business process accuracy and 

rapid execution speed. The technology enables companies to make better decisions because 

they can now use data instead of relying on their gut feelings which helps them achieve better 

results and compete more effectively.9AI systems are being used by companies across their 

different departments to help them process intricate data sets and produce useful business 

intelligence. 

The following list shows how AI technology makes important contributions to corporate 

business operations.  

 Enhancing Predictive Analytics and Forecasting: AI algorithms use data from the 

past and present to create future predictions which help businesses anticipate their 

upcoming market needs and customer purchasing patterns and their financial results.10 

 Improving Risk Management: AI systems use their ability to find unusual patterns 

in extensive data sets to discover potential risks which organizations can use to 

establish preventive measures and decrease their risk uncertainty.11 

                                                             
8 European Commission, Proposal for a Regulation on Artificial Intelligence (AI Act), 2021. 
9 Erik Brynjolfsson & Andrew McAfee, The Second Machine Age (W.W. Norton & Company 2014). 
10 Ajay Agrawal, Joshua Gans & Avi Goldfarb, Prediction Machines: The Simple Economics of Artificial 

Intelligence (Harvard Business Review Press 2018). 
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 Automating Routine Decisions: AI technology allows companies to automate their 

repetitive decision-making processes which include credit approval and inventory 

control tasks because this system decreases both human mistakes and operating 

expenses.12 

 AI provides top management with strategic decision support through its capacity to 

deliver evidence-based analysis and future scenario testing and performance 

assessment. The implementation of AI in business decision processes results in better 

decision outcomes and decreased operational expenses and increased capacity for 

organizational innovation according to empirical research findings. Organizations that 

use machine learning together with advanced analytics can achieve competitive 

advantages in fast-changing business environments.13 

AI technology supports organizations as it helps them handle and analyze their extensive data 

collections which contain both structured data and unstructured data. The system enables 

organizations to extract valuable information from complicated data sets which results in 

better decision-making through more accurate and timely information dissemination.1415 

3. Challenges of AI in Corporate Decision-Making 

The implementation of Artificial Intelligence (AI) systems in corporate decision-making 

processes brings multiple advantages, yet they introduce substantial challenges which create 

legal problems and ethical dilemmas and governance difficulties. The challenges require 

resolution through specific processes which guarantee that AI technologies will be used in 

socially responsible and equitable ways. 

3.1 Lack of Transparency 

The majority of AI systems function as "black boxes" because their internal decision-making 

processes remain inaccessible to both users and stakeholders. The system's obvious lack of 

transparency makes it impossible to track decision-making processes from start to finish. The 

                                                                                                                                                                                             
11 Thomas H. Davenport & Rajeev Ronanki, “Artificial Intelligence for the Real World” (2018) 96(1) Harvard 
Business Review. 
12 Stuart Russell & Peter Norvig, Artificial Intelligence: A Modern Approach (4th edn., Pearson 2021). 
13 Marco Iansiti & Karim R. Lakhani, Competing in the Age of AI (Harvard Business Review Press 2020). 
14 McKinsey Global Institute, Notes from the AI Frontier: Applications and Value of Deep Learning (2018). 
15 Viktor Mayer-Schönberger& Kenneth Cukier, Big Data: A Revolution That Will Transform How We Live, 

Work, and Think (John Murray 2013).  
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result of this situation presents two major problems for AI systems: it causes people to lose 

trust in these systems while raising issues about system fairness and accountability.16 

3.2 Accountability and Liability 

AI systems create decision-making processes which make it difficult to identify who among 

developers, corporate managers and board of directors should assume responsibility for 

decisions. The existing legal frameworks fail to establish who should bear responsibility for 

AI-related decisions which creates an accountability gap that obstructs both legal 

enforcement and dispute resolution processes.1718 

3.3 Algorithmic Bias 

AI systems produce biased results which lead to discriminatory outcomes when their training 

data contains errors or missing information or lacks proper representation. The system's 

biases result in unjust treatment across essential fields which include recruitment and lending 

and insurance and customer profiling. The situation creates significant ethical and legal 

problems which affect fundamental issues of equality and non-discrimination.19 

3.4 Data Privacy Concerns 

The operation of AI systems depends on their requirement to process extensive amounts of 

personal information together with confidential data. This situation creates two main risks for 

organizations:  

• Data breaches  

• The misuse of personal information through unauthorized access. 

 The extensive use of data raises concerns about privacy rights and compliance with data 

protection laws. Corporations without proper security measures face both legal 

responsibilities and damage to their public image.20 

3.5 Regulatory Gaps 

                                                             
16 Frank Pasquale, The Black Box Society: The Secret Algorithms That Control Money and Information (Harvard 

University Press 2015). 
17 Ryan Calo, “Artificial Intelligence Policy: A Primer and Roadmap” (2017) 51(2) U.C. Davis Law Review. 
18 European Commission, Proposal for a Regulation on Artificial Intelligence (AI Act), 2021. 
19 Cathy O’Neil, Weapons of Math Destruction (Crown Publishing Group 2016). 
20 Daniel J. Solove, Understanding Privacy (Harvard University Press 2008). 
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The existing legal frameworks which include corporate governance laws and information 

technology regulations fail to provide adequate solutions for handling the specific dangers 

that AI technology presents. The lack of dedicated AI legislation results in regulatory 

loopholes which prevent proper handling of essential matters like accountability and 

transparency and ethical standards.21 

4. Need for Regulation 

The quick expansion of Artificial Intelligence (AI) usage in corporate governance has reached 

a level that exceeds the development of matching legal and regulatory systems. The lack of 

complete regulatory frameworks results in major risks to organizations that depend on AI 

systems for their crucial decision-making processes. The present situation needs an organized 

system to regulate artificial intelligence usage in business settings.22 

The absence of regulation leads to AI systems that function outside the core requirements of 

fairness and accountability standards and non-discrimination rules. The system protects all 

stakeholders, which include employees and consumers and investors, from dangers that arise 

from biased or incorrect AI decision-making.23Companies need to implement explainable AI 

systems which enable their stakeholders to comprehend and contest automated decision-

making processes to meet regulatory requirements that drive transparency.24 

The regulation of artificial intelligence technologies prevents their misuse through protection 

against data manipulation and privacy violations and the use of systems that cause social and 

economic damage. Corporations encounter serious dangers without adequate regulatory 

supervision because they risk losing their reputation and facing legal responsibilities while 

their public credibility declines.25The establishment of a strong regulatory framework 

requires balanced regulations because this will enable organizations to maximize their 

artificial intelligence advantages while minimizing associated dangers. 

5. Existing Legal and Regulatory Frameworks 

5.1 India 

                                                             
21 NITI Aayog, National Strategy for Artificial Intelligence, Government of India (2018). 
22 OECD, Artificial Intelligence in Society (OECD Publishing 2019). 
23 European Commission, Ethics Guidelines for Trustworthy AI (2019). 
24 Frank Pasquale, The Black Box Society: The Secret Algorithms That Control Money and Information (Harvard 

University Press 2015). 
25 World Economic Forum, Global Risks Report (2020). 
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Artificial Intelligence (AI) regulation in corporate decision-making processes across India 

currently exists as an undeveloped field because there is no dedicated legislation that controls 

AI operations. The Companies Act of 2013 and the Information Technology Act of 2000 and 

the Securities and Exchange Board of India (SEBI) regulations which currently exist serve as 

indirect control mechanisms for these sectors.26The Companies Act of 2013 establishes 

corporate governance standards and director accountability requirements which extend to AI-

based decision-making processes. The Information Technology Act of 2000 establishes data 

protection standards and cybersecurity requirements and electronic governance rules which 

apply to AI systems that depend on digital data.27Corporate practices need to follow SEBI 

regulations which require companies to maintain transparent disclosure processes while 

protecting investor interests.28 

The existing frameworks lack design elements which enable them to tackle the specific AI-

related challenges of algorithm accountability and explainable AI systems and automated 

decision-making responsibility. The current situation in India shows a regulatory gap which 

prevents proper control of decisions made by businesses through artificial intelligence 

technologies.29 

5.2 International Frameworks 

Multiple countries and international organizations have made substantial progress toward 

creating regulations for artificial intelligence at the global level. The European Union has 

proposed the Artificial Intelligence Act, which adopts a risk-based approach by categorizing 

AI systems according to their potential impact and imposing stricter obligations on high-risk 

systems.30The United States government operates using its sector-specific regulatory 

framework, which applies different rules and regulations to various industries including 

finance, healthcare, and technology.31 

The Organisation for Economic Co-operation and Development (OECD) together with 

international organizations have developed AI principles which establish ethical standards for 

                                                             
26 NITI Aayog, National Strategy for Artificial Intelligence, Government of India (2018). 
27 Information Technology Act, 2000 (India). 
28 Securities and Exchange Board of India Act, 1992 and relevant SEBI Regulations. 
29 Vidushi Marda, “Artificial Intelligence Policy in India: A Framework for Engaging the Limits of Data-Driven 

Decision-Making” (2018) Philosophy & Technology. 
30 European Commission, Proposal for a Regulation on Artificial Intelligence (AI Act), 2021.  
31 Ryan Calo, “Artificial Intelligence Policy: A Primer and Roadmap” (2017) 51(2) U.C. Davis Law Review. 
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responsible AI deployment. The principles establish essential values which include 

transparency, fairness, accountability, and human-centric AI governance.32 

The international frameworks show substantial improvement, yet they still face challenges 

that prevent consistent execution and proper enforcement throughout different legal systems. 

The frameworks provide essential information which helps countries create their complete 

national AI regulations. 

6. Key Elements of Effective AI Regulation 

The regulatory framework which governs Artificial Intelligence (AI) usage in corporate 

decision-making needs to include essential elements which will create responsible and 

transparent technology usage that produces accountable outcomes. The most important 

requirement for AI systems needs to deliver complete transparency together with clear 

explanations of their decision-making process. The corporate environment needs this 

requirement because stakeholders must obtain the ability to evaluate and question the results 

produced by automated systems. AI systems lose their ability to create trust and ensure 

accountability when they operate without explainability.33 

Another key element is the establishment of robust accountability mechanisms. All 

stakeholders, which include developers and corporate management and the board of directors, 

need clear responsibility assignments. The process of defining accountability establishes who 

should face liability when harm or error occurs, which improves both legal enforcement and 

corporate governance. 34 

The process of AI-driven decision-making requires continuous human oversight as an 

essential component. The decision-making process requires human review for critical 

decisions which use artificial intelligence to support but not replace human judgment. The 

system protects against excessive dependence on automated technologies while it makes sure 

that ethical issues receive proper attention.35 

Data governance frameworks need to exist as essential components for effective AI 

regulation. AI systems require extensive data resources which require implementation of 

                                                             
32 OECD, OECD Principles on Artificial Intelligence (2019). 
33 European Commission, Ethics Guidelines for Trustworthy AI (2019). 
34 Ryan Calo, “Artificial Intelligence Policy: A Primer and Roadmap” (2017) 51(2) U.C. Davis Law Review. 
35 OECD, OECD Principles on Artificial Intelligence (2019). 
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stringent regulations to control data collection and data storage and data usage and data 

security. Data governance systems establish privacy protections which decrease the 

likelihood of data breaches while they help organizations meet legal requirements.36 

The responsible governance of artificial intelligence needs ethical standards as its essential 

requirement. Corporations should integrate ethical AI principles such as fairness, non-

discrimination, and respect for human rights into their decision-making processes. Corporate 

governance structures need this value system because it ensures that organizations will utilize 

artificial intelligence technologies in accordance with social norms and legal requirements. 

The combination of these elements establishes the basic structure of a full regulatory system 

which can handle the multifaceted problems AI creates during corporate decision-making 

processes. 

7. Conclusion 

Corporate decision-making undergoes transformation through Artificial Intelligence which 

delivers major benefits by enhancing operational efficiency and fostering innovative 

solutions. The system creates problems because it needs rules to handle three areas: 

accountability, transparency and ethical standards. The present regulatory systems lack 

effectiveness to tackle these issues, which creates a pressing requirement for complete AI 

governance solutions. The use of artificial intelligence requires a balanced approach that 

combines regulatory measures with ethical principles and corporate accountability to achieve 

fair and transparent results. 

                                                             
36 Daniel J. Solove, Understanding Privacy (Harvard University Press 2008). 
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