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GOVERNING Al AS A SYSTEM

FROM POLICY TO INSTITUTIONAL DESIGN

If Part | established that Al capacity is strategic infrastructure, Part Il confronts a more difficult
reality: most organizations are not structurally designed to govern Al at scale. In the early phase
of adoption, governance largely meant publishing principles.
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These were necessary. They signaled intent and established baseline guardrails. But they are
insufficient. Al is not a discrete initiative. It is an operating layer. When technology becomes embedded
in pricing decisions, credit approvals, hiring pipelines, supply chain optimization, fraud detection,

and customer engagement, governance cannot remain peripheral. It must be institutionalized

within the enterprise design itself.

PART Il: Governing Al as a System | From Policy to Institutional Design

Early Phase: Governing by Prhuiple — Insufficient: Embedding Governance Into the Operating Model
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Without institutional design, Al accelerates instability.
With it, Al becomes sustainable advantage.




THE
GOVERNANCE
ILLUSION

Boards often receive Al updates framed through activity metrics:

NUMBER OF PILOTS USE CASES

TOOL ROLLOUTS ADOPTION RATES

These signal motion, but they do not signal control. The illusion is subtle: activity resembles
progress, and progress resembles maturity. Yet Al maturity is not defined by velocity alone;
it is defined by absorption.

Every enterprise operates within a finite absorption capacity shaped by the maturity of its data
architecture, the strength of control integration, the adaptability of risk management, workforce
readiness, and infrastructure stability. When Al deployment outpaces these foundations, fragility
does not announce itself—it accumulates quietly beneath performance metrics.

This is the inflection point where governance must evolve from reactive oversight to deliberate
institutional design.




EXECUTIVE LENS
EMBEDDING
GOVERNANCE
INTO THE
OPERATING MODEL

For the CEO, Al governance cannot function as a compliance overlay. It must be embedded directly
into how the business operates—within product design, automated decision systems, and
performance measurement. This requires structural integration. Al risk must sit within enterprise

risk management rather than adjacent to it.

Model monitoring must be continuous rather than episodic. Internal audit must develop algorithmic
fluency, and performance incentives must reflect Al-enabled workflows.

Executives often frame governance as friction. In reality, poorly sequenced Al deployment introduces
operational instability that far outweighs the cost of disciplined oversight. Governance is not anti

innovation; it is what makes innovation durable.

BOARD LENS
REDESIGNING
OVERSIGHT
ARCHITECTURE

For directors, the question is no longer procedural but architectural: does the governance structure
reflect Al as a systemic force within the enterprise? Traditional committee boundaries are increasingly
insufficient. Audit committees must understand algorithmic controls, risk committees must incorporate
model concentration and third-party dependencies, and compensation committees must evaluate
whether incentives reward sustainable deployment or unmanaged speed.




Directors should be asking how Al systems are embedded into internal control frameworks, who
holds executive accountability for model risk, and how third-party vendors are validated and
monitored. They must also examine what independent validation exists for critical models, how
drift and bias are detected and escalated, and whether external disclosures align with actual
deployment maturity. Approving principles is no longer enough—governance must operate at the
level of systems. Without operational integration, policy remains symbolic.

CHAIR LENS
INSTITUTIONAL
DESIGN AS
STEWARDSHIP

The Chair’s responsibility is coherence. Al governance is not only about mitigating risk but about
preserving institutional integrity amid technological acceleration. This requires ensuring that
management does not oversimplify risk narratives, that committees are not siloed in their oversight,
and that the board receives decision-grade rather than presentation-grade reporting. Independent
challenge must be encouraged, not suppressed.

In many organizations, Al reporting remains overly celebratory. Mature oversight requires candor
visibility into what has failed, what has been halted, where risk exceeded tolerance, and where
deployment was deliberately slowed. Institutional design at this level depends on psychological
safety within leadership, where truth can surface without distortion.
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Frameworks such as ISO 42001 and the NIST Al Risk Management Framework provide valuable
baselines by codifying structure and process. However, frameworks are the floor, not the ceiling.

Governance becomes effective only when it becomes measurable.

Boards should expect visibility across five critical dimensions: the percentage of Al initiatives that
transition from pilot to enterprise scale; the extent of model risk exposure and redundancy in critical
systems; the concentration of infrastructure and vendor dependencies; the relationship between
infrastructure cost and realized financial impact; and the organization’s readiness to transition its
workforce alongside Al deployment. Without metrics, governance remains narrative.

With metrics,it becomes discipline.

ALGORITHMIC
ACCOUNTABILITY
AND DIRECTOR
EXPOSURE

A new dimension of governance is emerging—liability. As Al systems increasingly influence pricing,
credit decisions, hiring, and customer engagement, regulatory scrutiny is intensifying. Risks such
as bias, opacity, and data misuse are no longer purely technical concerns; they carry legal and
reputational consequences.




Directors must consider where the organization is most exposed to automated decision risk, whether
auditability exists for critical Al systems, how transparent decision frameworks are, and whether
outcomes can be clearly explained to regulators, courts, and stakeholders. Al governance is now
directly tied to director accountability. Passive oversight is no longer sufficient.
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One useful concept for boards is the Absorption Threshold—the point at which the organization is
structurally ready to scale Al. Before crossing this threshold, management must demonstrate that
data quality supports reliable outputs, controls are embedded into operational systems, monitoring
is continuous, workforce capability aligns with redesigned workflows, and infrastructure resilience
is sufficient.

Scaling before this threshold may create speed, but it also introduces instability. From the Chair's
perspective, the discipline to pause scaling can be just as important as the resolve to accelerate.

GOVERNANCE
AS COMPETITIVE
ADVANTAGE

Governance is often perceived as a constraint. In practice, it becomes a source of competitive
advantage.

Organizations that stabilize Al deployment through strong institutional design build trust with
regulators, employees, investors, and customers. They reduce volatility, avoid preventable failures,
and strengthen reputational resilience.




Over time, governance becomes embedded in the identity of the enterprise. The organizations that
lead in Al will not be those that move fastest at all times, but those that sequence speed intelligently.
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To translate governance into practice, boards should periodically ask whether they are governing
Al as a system or merely as a collection of pilots, where Al risk sits within enterprise risk architecture,
and what percentage of Al initiatives have been halted and why.

They must assess whether independent validation exists for critical models, whether executive
compensation aligns with sustainable deployment, and how confidently the organization can explain
algorithmic decisions externally.

They should also examine whether governance structures have been stress-tested against rapid
scaling. If the answers remain unclear, the architecture itself remains incomplete.
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Capacity defines what is possible; governance defines what is sustainable. Al is not simply

another wave of innovation—it represents a structural redesign of how decisions are made within
the enterprise.




Executives must embed governance into operating systems, boards must redesign oversight

architecture, and Chairs must ensure institutional coherence.
Without institutional design, Al accelerates instability. With it, Al becomes a source of sustained

advantage.
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Dr. Fumbi Chima is a global technology executive who has led digital and operational transformation
initiatives at industry-leading brands including adidas, Burberry, Walmart, Boeing Credit Union, and
Fox Networks. Her experience spans P&L ownership, M&A, operations, and enterprise technology
leadership across retail, CPG, digital, and financial services.

She is widely recognized as an Al thought leader with a strong reputation for aligning innovation
with business goals to deliver sustainable value and competitive advantage. At adidas AG, she
spearheaded large-scaleinfrastructure and process transformations, achieving cost savings,
accelerating speed to market, and enabling cross-market scalability.

Known for bridging the gap between technology and business, she fosters high-performance
cultures rooted in innovation, accountability, and transparency. Her leadership has consistently
increased employee engagement and organizational impact.

Throughout her career, she has championed innovative solutions in data strategy, digital marketing,
and cybersecurity, always with a relentless focus on driving growth and
enhancing customer experience.
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