
         
          International Journal of Scientific Research in Engineering and Management (IJSREM) 
                 Volume: 10 Issue: 09 | Sep - 2026                            SJIF Rating: 8.659                                       ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | https://ijsrem.com                                                                                                                                |        Page 1 
 

AI Governance and Risk Management 

Alvis Ajit Dsouza¹, Aarti Sanjay Gawali² 

¹Student, Department of Information Technology and Computer Science, D.G. Ruparel College, Mumbai, 

Maharashtra, India 

²Assistant Professor, Department of Information Technology and Computer Science, D.G. Ruparel College, 

Mumbai, Maharashtra, India 

¹alvisdsouza5@gmail.com 

---------------------------------------------------------------------***--------------------------------------------------------------------- 
Abstract 

Artificial Intelligence (AI) is a vital component of the modern 

organization, and its application area covers decision support 

systems, customer service, healthcare, finance, cybersecurity, 

and business processes. However, the AI growth and 

development, as well as its integration into businesses lead to 

data privacy, security, bias, transparency, regulatory 

compliance, and accountability issues. This research paper 

focuses on AI governance and risk management. The study 

will be built on the consideration of research works on AI 

transparency, algorithmic auditing, fairness, accountability, 

and ethics. The cases of Amazon’s experimental recruitment 

system and Dutch childcare benefits scandal will be analyzed. 

The paper will also dwell on AI risk management framework 

proposed by NIST and AI governance standard ISO/IEC 

42001. It is argued that AI governance should cover the whole 

life cycle of the technology to ensure transparency and 

fairness, as well as to mitigate risks associated with the use of 

AI in business processes. Particular attention is paid to 

implementing the responsible AI, risk assessments, and audits 

to evaluate potential harms, regulatory requirements, 

documentation, security testing, and compliance. The research 

is expected to contribute to an evidence-based understanding 

of how AI governance mechanisms and risk management 

practices can help organizations benefit from AI while 

minimizing operational, legal, ethical, privacy, and security 

risks. 
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1. INTRODUCTION 

Artificial intelligence (AI) has become one of the key 

technologies in recent years, and many companies use it in 

various fields of activity. It can be used to optimize specific 

processes, analyze data, make decisions, get to know the 

client, and take many other useful functions. Such 

technologies as machine learning, generative AI, and 

automated decision support systems are now being imported 

into different spheres of people’s activity, including finance, 

health care, education, cybersecurity, business processes, and 

many others. However, an AI-based system may have a 

considerable effect on different fields and bring serious issues 

and concerns. 

 

 

Artificial intelligence or machine learning systems can be 

applied in many ways that are different from conventional 

information technologies. However, there are some challenges 

and risks that should be considered. They include questions of 

erroneous conclusions, biased results, data privacy, security, 

transparency, and misused information. Therefore, the 

problem of negative manifestations of artificial intelligence is 

that incorrect or imprecise systems may lead to 

discrimination. On the other hand, technologies that process 

confidential or protected information may result in breaches 

of security and privacy. Thus, in relation to organizations, the 

growing use of artificial intelligence requires a better 

understanding of the nature of the phenomenon and ways to 

mitigate the associated risks. 

AI governance offers a solution to the problems described 

above. It refers to policies, who is responsible for what, 

processes, and controls to establish that AI development and 

use are appropriate. The risk management aspect is especially 

important because organizations must assess the risks, their 

impact, and likelihood and respond accordingly. Moreover, 

given the growing number of legal and regulatory frameworks 

related to AI, governance contributes to the organization’s 

ability to comply with laws and regulations. 

1.1 Background of the Study 

AI governance has become increasingly critical as companies 

transition from experimental AI initiatives to production 

environments where decisions and processes can be informed 

by AI. Because AI systems are often highly sensitive to the 

quality of data used for training as well as variations in the 

usage environment and audience, governance practices must 

persist beyond initial AI deployment. 

Research on AI transparency and algorithmic auditing 

emphasizes the importance of understanding decision-making 

processes of automated systems and evaluating them at 

different stages of development and implementation [1], [2]. 

At the same time, ethical principles highlight the importance 

of beneficence, non-maleficence, autonomy, justice, and 

explicability [3]. Meanwhile, international initiatives, such as 

the OECD AI Principles, promote transparency, 

accountability, and human-centric approaches to AI [4]. 

Considering these topics together, it is possible to identify the 

ethical, technical, organizational, and regulatory dimensions 

of AI governance. 
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1.2 Problem Statement 

Organizations can develop AI systems that do not have a well-

established infrastructure for identifying risks, assigning 

responsibilities, monitoring, and responding to failures. 

Problems associated with AI are complicated by biased 

outcomes, infringements of privacy, security vulnerabilities, 

inaccurate results, and insufficient transparency, as well as the 

system’s failure to meet regulatory or organizational 

standards. Therefore, the problem is to create not only 

effective AI but also to ensure the controlled development and 

introduction of such systems into use. 

1.3 Research Gap 

The existing studies explored individual aspects of AI, 

including transparency, algorithmic auditing, fairness, ethics, 

and automated decision-making [1]-[4]. At the same time, 

these topics are often considered in isolation. The current 

paper aims to bridge this gap by integrating the perspectives 

of organizational AI governance and risk management with an 

emphasis on the lifecycle monitoring, accountability, and 

human oversight and the use of governance frameworks such 

as NIST AI RMF and ISO/IEC 42001. 

1.4 Objectives of the Study 

• To explain the very concept, importance of AI governance in 

an organization. Illustrate the key risks involved in the use, 

development of AI systems. Discuss the role of risk 

assessment, human monitoring, oversight and compliance 

with AI governance guidelines. 

• Review the key frameworks and standards relating to AI 

governance like NIST AI RMF and ISO/IEC 42001 among 

others and discuss the challenges in their implementation. 

• Elucidate some of the key challenges in the implementation 

of AI governance policies and offer recommendations on how 

these governance issues can be improved upon for improved 

responsible AI governance. 

1.5 Research Questions 

• What is AI governance and how is it key to organizations? 

• What are the primary risks attached to the usage of AI 

systems? 

• How can one identify, analyze, and deal with the risks 

pertaining to AI in their AI lifecycle? 

• How do the NIST AI RMF and ISO/IEC 42001 play a part 

in AI governance? 

• What are the practices that one can perform to strengthen 

the aspects of accountability, compliance, and responsible 

AI in the organization? 

2. LITERATURE REVIEW 

The previous research makes it clear that the issue of AI 

governance is multifaceted and goes beyond just technical 

capabilities. Wachter, Mittelstadt, and Floridi investigated the 

“why and how” of automating decision-making processes and 

raised several challenges and practical limitations in 

explainability of the algorithms [1]. As a result, there is a 

growing need to consider transparency and explainability in 

decision-making when it comes to people’s lives. 

Raji et al. suggested an end-to-end framework for internal 

algorithm auditing, and they emphasized the need for 

organizations to proactively and continuously evaluate the 

processes instead of waiting for an incident to occur [2]. As a 

result, multiple stages were added to create a reliable auditing 

system. 

Apart from theoretical considerations, real-world examples 

demonstrate the importance of AI governance. First, 

according to Dastin’s article, Amazon had to abandon one of 

its experimental systems designed to screen job applicants 

after realizing that it discriminated against women’s resumes 

[5]. This episode highlights the danger of using biased 

training data to teach AI systems. Another example is the 

Dutch childcare benefits scandal, which revealed how easy it 

is for algorithm-driven systems to acquire discriminatory 

biases if high-risk domains are not subjected to sufficient 

human oversight [6]. 

The AI4People report by Floridi et al. provides a list of ethical 

and social principles necessary for governing AI technologies 

[3]. The principles of beneficence, non-maleficence, 

autonomy, justice, and explicability help evaluate how AI 

impacts society. It is evident that the latest frameworks, 

including the NIST AI RMF and ISO/IEC 42001, have been 

developed to assist organizations in implementing AI 

governance processes [7], [8]. 

2.1 Conceptual Framework 

The conceptual framework of this article is formed by linking 

these four concepts: AI governance, AI risk management, 

organizational controls, and responsible AI outcomes. 

Governance sets the policies, roles, accountability, and 

oversight. In turn, risk management determines potential risks 

and their levels. Then, based on the results of risk 

management, particular controls like testing, access control, 

documentation, personnel reviews, monitoring, and response 

to incidents are chosen. These process will lead to achieving 

responsible AI outcomes like transparency, fairness, security, 

privacy, accountability, and compliance. 

Table 1. Conceptual Relationship Between Governance Activities 

and AI Risk Management 
 

Governance Area Main Activity Expected Outcome 

Policies and 
accountability 

Define responsibilities, 
policies, and decision 
authority 

Clear ownership and 
accountability 

Risk assessment 
Identify, assess, and 
prioritize AI-related risks 

Better understanding of 
potential harm 

 

Controls and oversight 
Testing, human review, 
access controls, 
documentation 

Reduced operational, 
ethical, privacy, and 
security risk 

Monitoring and Continuous review, audits, Ongoing alignment with 
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compliance and policy checks requirements 

 

 

Figure 1. Conceptual Framework Linking AI Governance, Risk 

Management, Controls, and Responsible AI Outcomes 

3. RESEARCH METHODOLOGY 

3.1 Research Design 

The qualitative type of research that has been chosen for this 

paper is descriptive. The study will be based on library 

research and analysis of AI-related cases and incidents 

reported in the literature. The approach is suitable for 

investigating the phenomena of interest since it allows for 

exploring concepts, governance practices, risk categories, and 

control mechanisms without resorting to collecting additional 

data through surveys or experiments. 

3.2 Sources and Scope 

The study draws on research concerning automated decision-

making, algorithmic auditing, ethical AI, and AI 

accountability, together with NIST and ISO governance 

approaches. The scope covers governance throughout the AI 

lifecycle, including development, deployment, monitoring, 

risk assessment, human oversight, and compliance. 

3.3 Analysis Approach 

The reviewed material was organized thematically around five 

areas: governance and accountability, AI risks, lifecycle 

controls, governance frameworks and standards, and 

organizational challenges. The themes were then connected to 

practical governance activities to identify how organizations 

can move from general AI principles to repeatable risk-

management practices. 

4. AI GOVERNANCE 

AI governance can be defined as a combination of policies, 

processes, roles, and controls which are established in order to 

assure the responsible development and use of AI tools. 

Typically, AI governance covers such aspects as fairness, 

transparency,  privacy,  security,  accountability,  and 

compliance. At the same time, AI governance comprises a set 

of policies, rules, and controls which should be designed to 

empower AI utilization in accordance with established 

criteria. As a result, there must be ownership of AI systems 

established, processes of approval and validation designed, 

access restrictions implemented, and monitoring performed 

along with the required human interference. 

Responsibility should be defined throughout the AI life cycle. 

Different people can be responsible for data gathering, model 

building, model use, business logic, security, compliance, and 

monitoring. Ownership should be clearly defined to prevent 

issues from being raised and put between silos. 

Human supervision is critical for AI systems that make 

critically important or harmful decisions. The Amazon 

recruitment case serves as a vivid example of why such 

systems need to be tested and approved before launch [5]. 

Governance should be viewed as an ongoing organizational 

process rather than a one-time authorization. 

5. AI RISK MANAGEMENT 

AI risk management is the process of identifying what can go 

wrong while developing or operating an AI system, assessing 

the impact of the identified issues, and implementing controls 

to mitigate them. AI risks are broader than cybersecurity risks 

and can come from data, model behavior, human factors, 

business and organizational processes, and the environmental 

factors in which the system operates. Generative AI systems 

have additional unique risks such as content reliability and 

potential for misuse that recent guidance has begun to address 

specifically [9]. 

Important areas of risk identified in the literature include bias 

and discrimination, privacy exposure, security vulnerabilities, 

unreliable or incorrect outputs, lack of transparency, and 

accountability issues, as well as regulatory violations [1]-[6]. 

The level of control should be based on the potential of the 

system to cause harm. Systems used in high-impact decisions 

require more extensive evaluation, supervision, 

documentation, and monitoring than low-risk systems.. 

Table 2. Major AI Risk Areas and Possible Governance 

Responses 

Risk Area Example Concern Governance Response 

 

Bias and fairness 
Historical or incomplete 
data may produce unfair 
outcomes 

Data review, bias testing, 
impact assessment, human 
review 

 

Privacy 
Sensitive information may 
be exposed or misused 

Data governance, access 
controls, privacy review, 
documentation 

 

Security 
Attackers may manipulate 
systems, data, or outputs 

Security testing, access 
control, monitoring, incident 
response 

 

Transparency 
Complex systems may be 
difficult to explain 

Documentation, 
explainability practices, 
review and audit 

Accountability 
Unclear responsibility when 
an AI system fails 

Defined roles, ownership, 
escalation and oversight 
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Compliance 
AI use may not meet laws or 
internal requirements 

Compliance reviews, audits, 
policy updates, records 

 

5.1 AI Risk Assessment Across the Lifecycle 

Risk assessment should start prior to implementation and 

continue throughout deployment and during operation. At the 

beginning of the process, before deploying, companies can 

assess the quality of the data, test performance, address 

possible security vulnerabilities, detect possible bias, and 

analyze the impact of the system’s outcomes on the users 

affected by it. Organizations should continue evaluating even 

after implementation because changes in an external 

environment, user data, business objectives, or other factors, 

may pose new risks to the system. 

Controls may include data validation, access controls, security 

testing, human review, documentation, continuous 

monitoring, and incident response procedures. The 

combination of these controls should be proportionate to the 

potential impact of the AI system. 

6. AI GOVERNANCE FRAMEWORKS AND 

STANDARDS 

Organizations need structured approaches to determine what 

risks they face, who is responsible for AI systems, what 

controls are required, and how performance should be 

reviewed. Two important approaches discussed in this paper 

are the NIST AI Risk Management Framework and ISO/IEC 

42001. 

6.1 NIST AI Risk Management Framework 

The NIST AI Risk Management Framework (AI RMF) was 

developed by the National Institute of Standards and 

Technology to help organizations manage AI risks while 

continuing to benefit from AI technology [7]. The framework 

is flexible and can be adapted to different organizations and 

AI use cases. 

The NIST AI RMF is grouped into four functions: Govern, 

Map, Measure, and Manage. The first one sets policies and 

responsibilities and ensures accountability. Map allows an 

organization to understand the context of an AI system and 

the associated risks. Then, Measure highlights the importance 

of assessing and monitoring risks, and Manage prioritizes the 

identified risks and addresses them accordingly [7]. 

6.2 ISO/IEC 42001 

ISO/IEC 42001 is an international standard that provides 

requirements for establishing, implementing, maintaining, and 

continually improving an Artificial Intelligence Management 

System (AIMS) [8]. It addresses AI policies, responsibilities, 

risk assessment, controls, documentation, monitoring, and 

continual improvement. 

The standard can be incorporated into existing management-

system practices. For instance, organizations that are already 

using ISO/IEC 27001 for information security can link AI 

governance activities with established information-security 

processes. ISO/IEC 42001 also provides a basis for 

certification, which enables organizations to formally 

demonstrate the establishment of an AI management system. 

It can be coupled with ISO/IEC 23894, which provides 

targeted guidance on AI risk management practices within 

such a system [10]. 

6.3 Comparison of AI Governance Approaches 

Table 3. Comparative Analysis of NIST AI RMF and 

ISO/IEC42001 Aspect 
 

Aspect NIST AI RMF ISO/IEC 42001 

 

Primary purpose 
Guidance for understanding, 
evaluating, and managing AI 
risks 

Requirements for an AI 
Management System 

 

Structure 

 
Govern, Map, Measure, 
Manage 

Management-system 
approach with policies, 
processes, controls, and 
continual improvement 

Flexibility 
Adaptable to organizational 
context 

More formal organizational 
requirements 

Certification Not a certification standard 
Can provide a basis for 
certification 

Best use 
Risk-focused AI governance 
guidance 

Structured AI management 
and governance 

Can be combined? Yes 
Yes; can complement other 
management systems 

 

Both approaches can be used together to support AI 

governance. NIST AI RMF gives practical guidance on the 

understanding and management of AI risks, while ISO/IEC 

42001 offers a systematic management-system view. The two 

can be used complementary to one another, and organizations 

can choose either of the two or combine them in order to 

achieve better governance. 

7. AI GOVERNANCE APPLICATIONS 

7.1 Risk Identification 

Before the organization implements an AI system, it must 

identify what the system will perform, what data it needs to 

use, how the system will perform its decisions, and who will 

be impacted by the systems. Various activities need to be 

undertaken, including data-quality audits, bias detection, 

privacy analyses, testing of the model, security assessments, 

and impact evaluations, among others. The high-impact 

systems, including the recruitment system or those used in 

financial sectors, require thorough testing since their impact is 

greater if their performance is impaired. 

7.2 Compliance Monitoring 

Compliance monitoring is an important stage that helps in 

ensuring that the operations of the AI system are aligned with 

the existing laws, regulations, internal rules, and industry 

benchmarks. Therefore, it is a useful practice that covers the 

analysis of documents, studying data gathering and 

processing, evaluating the effectiveness of controls, and 

internal auditing or reviews. Due to the frequent updates of 

compliance requirements and the dynamic nature of AI 

applications, monitoring should be conducted regularly and 

not only when a new system is being introduced. 
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7.3 Continuous Monitoring and Human Oversight 

AI governance should be continued after the deployment of 

the technology. It will allow the monitoring of the systems for 

changes in performance, data, security issues, or user 

behavior. Such control is vital when it comes to high-impact 

models where the technology should make decisions that can 

have a significant effect on people. Human supervision will 

help review and potentially reverse or stop any AI-driven 

activity or decision if needed. 

8. CHALLENGES AND RECOMMENDATIONS 

AI governance poses a challenge due to the rapid evolution of 

AI technologies and associated risks that are likely to emerge 

as systems evolve and are implemented in various fields. 

There are additional governance issues, including 

transparency, privacy, bias, cybersecurity, liability, and 

shifting legal frameworks, as well as scarce expertise in the 

areas which makes it even harder for some organizations to 

design effective governance mechanisms. 

A further problem is ambiguous responsibility. There could be 

a number of individuals accountable for collecting, 

developing, implementing and monitoring data. The question 

of responsibility is problematic if it proves impossible to 

pinpoint the precise individual that should be held responsible 

for AI systems that cause harm or operate unexpectedly. 

8.1 Recommendations 

• Establish clear AI governance policies and assign 

responsibility for AI systems across their lifecycle. 

• Perform regular AI risk assessments, including data-

quality, bias, privacy, security, and impact assessments. 

• Maintain appropriate human oversight for high-impact or 

sensitive AI decisions. 

• Use security testing, access controls, documentation, 

monitoring, and incident-response procedures as 

appropriate. 

• Provide employees with training on AI benefits, 

limitations, risks, and governance responsibilities. 

• Use frameworks and standards such as NIST AI RMF and 

ISO/IEC 42001 to structure governance activities. 

• Review AI systems periodically because risks can change 

with data, users, technology, business processes, and 

regulations. 

• Close the gap between having AI policies on paper and 

consistently applying those policies in practice. 

9. CONCLUSION 

Artificial Intelligence (AI) has become more integrated in the 

operations of modern organizations and provides substantial 

advantages in terms of automation, analytics, and decision-

making. Still, AI poses a variety of risks, including ethical, 

legal, and privacy concerns, and requires organizations to 

implement governance and risk-management practices. 

This paper analyzed AI governance as an essential process for 

distributing accountabilities, establishing policies, maintaining 

human oversight, and ensuring proper use of AI systems. The 

article furthered describes how AI risk management supports 

governance objectives through risk identification and control 

measures at different stages of an AI model’s life cycle. 

Illustrative examples of software flaws resulting from 

inadequate risk management procedures included errors in 

automatic recruitment processes and issues with the 

Netherlands’ childcare benefits system. 

Analysis of the NIST AI RMF and ISO/IEC 42001 

Demonstrate that Organizations can Effectively Structure their 

AI Governance Processes at a Practical Level. However, 

Frameworks are Only the Starting Point, as Their Success 

Depends on Implementation Consistency, Accountability, 

Inadequate Resources, Monitoring, and Adaptability. In 

addition, Organizations Should View AI Governance and Risk 

Management as Evolving, Not Static, Activities, Adaptable to 

the Nature of the Technology and Its Development Trajectory 

Within the Company Context. 
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