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ABSTRACT

Purpose: The publication aims to analyse ethics and governance in artificial intelligence (Al) management within
organisations. It examines how ethical principles and governance mechanisms facilitate the responsible use of Al
taking into account both legal obligations and social expectations.

Need for the study: The study addresses the growing significance of Al in various sectors and the challenges it
presents to society, the economy, and individual rights.

Methodology: An interdisciplinary approach is used, combining a literature review, legal analysis, and case
studies. The study integrates legal, ethical, and technological perspectives to provide a comprehensive view of Al
governance.

Findings: Three governance models are examined: regulatory, self-regulatory, and hybrid. The regulatory model
offers legal certainty but limited adaptability. The self-regulatory model allows innovation and flexibility but may
lack consistency in ethical norms. The hybrid model, which combines both approaches, is the most effective,
striking a balance between structure and flexibility, and sharing responsibility.

Practical Implications: The article discusses the implementation of effective oversight mechanisms tailored to
industry-specific needs and technological maturity. It emphasizes the need for a dynamic regulatory framework
that adapts to technological advancements, while promoting self-regulation and private sector accountability. A
balanced governance model—combining formal legal controls with voluntary industry standards—is essential for
promoting safety, transparency, and ethical compliance in Al use.
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1. INTRODUCTION

Artificial intelligence (AI) is becoming an increasingly common tool in organisational
management, supporting decision-making, data analysis, process automation, and resource
optimisation. It is becoming a key element of modern management, transforming decision-making
processes, optimising organisational activities, and redefining corporate structures. Al systems are
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used in finance, healthcare, public administration, and human resource management, which opens
up a wide range of possibilities, but at the same time raises serious ethical and legal challenges. Al
encompasses a set of technological capabilities that provide new resources, opportunities, and
applications for organisations and society (Berente et al., 2021). However, significant ethical and
regulatory challenges arise with Al systems' increasing autonomy and influence. However, the
rapid spread of artificial intelligence systems has given rise to risks associated with algorithmic
opacity, unethical behaviour, and unintended consequences (Kroll et al., 2017). These concerns
also relate to the potential of generative artificial intelligence to replace humans in the workforce,
including issues such as technostress, bias in artificial intelligence algorithms, lack of transparency,
and potential misuse of artificial intelligence technologies (Korzynski et al., 2024). The key issue,
therefore, is to create supervisory mechanisms that will ensure the responsible implementation of
Al, combining innovation with transparency and efficiency with responsibility. This involves
establishing ethical, technical, social, and legal requirements to ensure that algorithms and data
comply with standards, while also establishing ethical principles, acceptable practices, and
regulations (LaBrie et al., 2019).

On the one hand, Al contributes to increased efficiency and precision in management by eliminating
subjective human errors. On the other hand, its functioning can lead to a lack of transparency in
decisions, algorithmic discrimination, violations of employee rights, and threats to privacy protection.
The increase in Al autonomy raises key questions regarding legal responsibility for erroneous decisions
made by algorithms. These issues require appropriate regulations and oversight mechanisms to control
the technology and ensure its legality. The literature on the subject expresses the view that the expected
increase in digital reliability and security incidents will exceed 1,000 cases per month by 2030. Incidents
related to transparency, explainability, and accountability will also increase steadily, emphasising the
need for a governance framework that prioritises these principles (Cebrian et al., 2025).

Currently, Al systems are subject to various regulations, depending on the jurisdiction and sector in
which they are used. In the European Union, the Al Act Regulation plays a key role in artificial
intelligence regarding risk and ensuring its compliance with fundamental rights. Other critical legal acts
are: a) General Data Protection Regulation (GDPR) (Regulation (EU) 2016/679) — imposing an
obligation to protect personal data processed by Al; b) The Directive on Liability for Defective Products
(Directive (EU) 2024/2853), which may apply to erroneous decisions made by Al that lead to damages;
c¢) European Charter of Digital Rights (European Declaration on Digital Rights and Principles for the
Digital Decade), which defines the rights of users about digital technologies, including Al. Work is
underway at the global level to harmonise regulations. The Organisation for Economic Co-operation
and Development (OECD) and the United Nations (UN) are developing guidelines for the ethical use of
Al In the USA and China, regulatory approaches differ - the USA focuses on self-regulation of the
sector, while China is introducing strict control over Al, especially in the context of its use in
administration and national security.

The publication aims to analyse the challenges of Al governance, focusing on legal and regulatory
aspects. In particular, the article focuses on identifying key legal and ethical issues related to Al, such
as legal liability and compliance with data protection and human rights regulations. The authors analyse
current legal regulations concerning Al, including the EU AI Act, GDPR, and national rules in selected
countries. The aim is also to assess the effectiveness and impact of existing supervisory mechanisms on
organisations' management practice. It also aims to formulate recommendations for effective legal
solutions and governance models that can ensure the responsible implementation of Al in management.
The basic research hypothesis is that current legal regulations concerning Al are insufficient, leading to
the risk of abuse and a lack of responsibility for algorithm decisions. At the same time, in the authors'
opinion, the lack of transparency of Al algorithms hinders effective governance and enforcement of
regulations, which can lead to violations of human rights and business ethics. In contrast, implementing
comprehensive Al audit and governance mechanisms can improve the quality of management and limit
the risk of discrimination and abuse. Undoubtedly, EU regulations, such as the Al Act, can become a
global model for Al regulation, influencing the shaping of technology policy worldwide.

Al governance is one of the key challenges of the 21st century. The lack of effective regulation can
lead to serious legal and reputational consequences for organisations, such as sanctions for GDPR
violations, lawsuits regarding algorithmic discrimination, or liability for Al decisions resulting in
financial losses. Regulations such as the Al Act attempt to balance innovation and protecting
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fundamental rights. Still, their effectiveness depends on implementing appropriate enforcement and
auditing mechanisms. Organisations must therefore invest not only in Al development, but also in legal
and ethical compliance systems to ensure the responsible management of this technology. The rest of
this paper will analyse specific cases of Al use in management, assess the effectiveness of regulation,
and present solutions for improving Al governance.

2. LITERATURE REVIEW

The issue of using artificial intelligence to improve decision-making processes and increase
productivity is increasingly being addressed in the literature. Research focuses on using Al to
identify patterns, analyse scenarios based on forecasts, learn from historical data, and recommend
actions to optimise performance (Akerkar, 2019). The growing number of publications in this area
reflects the increasing interest in the theoretical aspects of this technology and its practical
applications in various sectors. The ever-increasing number of publications aligns with the growing
number of publications analysing how artificial intelligence affects business models and corporate
strategies. The academic study aims to investigate the role of artificial intelligence in transforming
business models, emphasising the interaction between technological innovation and business
strategy. The authors emphasise the long-term consequences of technological innovation for the
economy and market competitiveness, and in the area of necessary legal changes (Oluwatoyin et
al., 2023).

The topicality of artificial intelligence in various sectors is also determined by the fact that this issue
is increasingly becoming the subject of scientific publications. This is in response to practice, as this
field is dynamically developing. J. Laine, M. Minkkinen, and M. Mantymaki (Laine et al., 2024) review
the literature by analysing and synthesising various approaches to ethical principles in the context of Al
auditing and present relevant information for key beneficiaries of this process. Thanks to the publication,
it is possible to identify the importance of such features as fairness, transparency, non-maleficence,
responsibility, privacy, trust, beneficence, and freedom and autonomy in Al systems. In the authors'
opinion, it is possible to distinguish three basic types of knowledge, i.e., guidelines, methods, tools, and
frameworks for action, as well as awareness and increased capacity for action. Publications that address
issues related to the use of Al contribute to the literature review by combining an analysis of the impact
of artificial intelligence on education and the service market in the context of digitalisation and dynamic
technological progress. Publications such as D. Badulescu et al. (Badulescu et al., 2025) provide
theoretical justification and empirical evidence for adapting educational competencies to the
requirements of the Al-driven labour market.

In literature, there is a trend towards analysing Al management methods from the perspective of
specific sectors (e.g., medical, banking, agricultural, etc.). This is because each industry has unique
needs, challenges, and regulations. This emphasises the fact that Al does not work in isolation. Its
application in healthcare differs from its use in agriculture or law. For example, R. Dara, F. S. M.
Hazrati, and J. Kaur (Dara et al., 2022) highlight the growing role of Al in digital agriculture,
emphasising both its benefits and the ethical challenges it poses. The authors emphasise that Al can
improve the efficiency of agricultural operations and support decision-making. On the other hand, they
emphasise that its improper implementation can lead to negative consequences, such as violation of
farmers' privacy, threat to animal welfare, or lack of responsibility for the effects of Al systems. Specific
considerations complement the general considerations regarding Al's ethical aspects, transparency
principles, and personal data protection.

3. METHODOLOGY

Studying ethics and governance in Al management requires a multifaceted methodological
approach, including legal perspectives and ethical and managerial aspects. During the work on this
publication, a multidimensional research approach was applied, combining the analysis of legal
regulations, scientific achievements, and practical challenges related to the implementation of Al
systems. The following research methods were used. Firstly, the dogmatic-legal method analyzes
current legal norms, their interpretation, and application in practice. It focuses on the
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systematisation of regulations and their interpretation. This method was used to analyse existing
legal regulations, the understanding of standards concerning ethical and legal Al governance (e.g.,
the principle of transparency, algorithmic accountability, the right to explain Al decisions), as well
as to examine the relationship between regulations and AI management practice in regulated
sectors. Analytical methods were also applied to logically explore legal and ethical concepts,
principles, and structures. Applying this method, the authors thoroughly reviewed the literature on
the subject. This method was used to analyse ethical concepts applied in Al, verify the effectiveness
of Al governance supervision, identify the risks associated with using Al systems, and analyse the
risks associated with the lack of appropriate governance models.

The comparative law method was applied to a basic extent due to the lack of final regulations at the
level of national legislators. In this respect, its use refers to comparing bare legal acts at the international,
EU, and, in some cases, national level. This analysis aimed to identify similarities, differences, best
practices, and the consistency of different legal acts regulating identical issues. Using this method, the
authors compared EU regulations on Al with solutions used in the USA, China, or the UK, and analysed
Al governance models. The result of this analysis was the identification of three models of Al
governance, i.e., regulatory, self-regulatory, and hybrid, with an indication of their effectiveness in the
areas studied. To a minimal extent, an empirical method was applied by observing real challenges related
to the regulation and implementation of Al, which was possible thanks to the Authors' professional
experience in the legal and management fields. The experiences of practitioners and cases of Al
application in various sectors, such as healthcare, the financial industry, and the judiciary, were
analysed.

The applied research approach allowed for a comprehensive assessment of the ethical and regulatory
challenges in managing artificial intelligence. The integration of legal analysis, literature review, and
observation of practical experiences made it possible to formulate conclusions relevant to both the
academic community and entities involved in implementing and regulating Al systems.

4. Al MANAGEMENT GOVERNANCE

The dynamic development of Al is associated with both enormous innovative potential and risks to
individual rights, public safety, and economic stability. In response to these challenges, various Al
governance models have been developed to ensure that Al systems comply with legal, ethical, and
technological standards. For this study, governance models have been distinguished based on the degree
of state interference and Al implementers’ autonomy level. As a result, three basic governance models
have been identified: regulatory, self-regulatory, and hybrid. The rationale for adopting the above
classification of Al governance model is primarily based on analyzing the degree of state interference
(from centralised in the case of the regulatory model, through strong in the self-regulatory model, to
mixed in the hybrid model). The level of autonomy of the entities implementing Al is also necessary, as
the degree of freedom left to entrepreneurs and organisations in shaping the principles of responsible
implementation of Al-related mechanisms is a crucial factor. In addition, different governance models
have been noted in practice, depending on a given industry’s risk and regulatory needs. As a result, the
classification adopted allows for an analysis of the advantages and disadvantages of each model, their
impact on innovation, security, and the development of Al

4.1. Regulatory governance

The first of these, regulatory oversight, is based on strict legal regulations and enforcement
mechanisms at the international, European, and national levels. This oversight model is based de
facto on rules set at a higher level, obliging national legislators to implement them through state
institutions and market governance bodies. This model can be described as centralised or direct.
Under this model, the state legislates the rules for designing, implementing, and using Al, imposing
obligations on entities regarding compliance, reporting, and auditing. An example of this approach
is the EU Al Act, which classifies Al systems according to risk level and imposes different legal
requirements. It is worth emphasising that despite the significant development of artificial
intelligence and the large increase in its users worldwide, there was still no comprehensive
legislation governing the situation of Al and its users until mid-2024. This situation changed on 1
August 2024 when the Al Act, published on 12 July 2024, came into force. It is the world’s first
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act to regulate artificial intelligence in such a comprehensive manner. The document in the form of
a Regulation regulates safety, transparency, and compliance, the observance of which is to ensure
the development and application of Al following the values of the European community. Due to
the broad subject matter regulated in the Al Act, most provisions will come into force 24 months
after its announcement. However, individual regulations will gradually come into force after 6, 12,
or even 36 months. For example, rules banning the use of dangerous systems throughout the EU
came into force in February 2025, and Al governance regulations will come into force in August
2025. The impetus for adopting the above act was the desire to harmonise rules on digital services
in EU member states, thus avoiding fragmentation of the internal market. This harmonisation
covers intermediary services in the internal market. It aims to ensure a safe, predictable, and trusted
online environment, to counter the dissemination of illegal content online, and to address the social
threats that the dissemination of disinformation or other content may pose (recital 9 of the Al Act).
The Digital Services Act aims to build a safe and fair digital environment (Urbanowicz, 2025).
Among intermediary services, the EU legislator in Article 3(g) of the Al Act distinguishes the
service of: a) ‘mere conduit’ (transmission in a telecommunications network of information
provided by a recipient of the service, or the provision of access to a telecommunications network);
b) ‘caching’ (transmission in a telecommunications network of information provided by a recipient
of the service, including the automatic, intermediate and temporary storage of that information,
carried out solely to facilitate the subsequent transmission of the information upon request by other
recipients); c) ‘hosting’ (storage on the information provided by a recipient of the service and at
their request).

The wording of recital 153 of the Al Act is crucial from the perspective of the regulatory model, in
which the EU legislator stipulates that the Member States play a key role in the application and
enforcement of the regulation. In each national legal system, at least one notifying authority and at least
one market surveillance authority should be designated as the national competent authority to supervise
the application and enforcement of the Al Act. The EU legislator authorises Member States to establish
any public entity to perform the tasks of national competent authorities, which, according to Article
3(38) of the Al Act, are notifying authorities or market surveillance authorities. By the regulation
mentioned above, concerning Al systems put into use or used by EU institutions, bodies, and
organisational units, the references to national competent authorities and market surveillance authorities
contained in the Al Act should be read as references to the European Data Protection Supervisor. It is
worth emphasising here that the Al Act and other EU data protection regulations (in particular the GDPR
(Regulation (EU) 2016/679, 2016), EUDPR (Regulation (EU) 2018/1725, 2018) i LED (Directive (EU)
2016/680,2016), and the e-Privacy Directive (Directive 2002/58/EC, 2002) must, in principle, be treated
(and interpreted consistently) as complementary and mutually reinforcing instruments. The EU data
protection regulations apply to processing personal data throughout the entire life cycle of Al systems,
as explicitly stated in Article 2(7) and recitals 9 and 10 of the Al Act.

According to recital 10 of the Al Act, this regulation does not affect or modify the existing European
Union regulations on protecting personal data, including the competences of independent governance
bodies responsible for monitoring compliance with these regulations. It also does not change the
obligations of providers and users of artificial intelligence systems who act as controllers or processors
under national or EU law on protecting personal data if Al systems' design, development, or use involves
processing such data. In addition, the AI Act does not limit the rights and safeguards of data subjects
under EU law, including those related to decisions made solely by automated means, including profiling.
According to Article 2(1) of the Al Act, this regulation applies to intermediary services offered to service
recipients established or located in the EU, regardless of the place of establishment of the providers of
these intermediary services. The EU legislator has not defined a closed list of purposes that a digital
service must fulfil from the user's perspective to be considered an intermediary service. For this reason,
it is worth emphasising at the outset that, in principle, any digital service that enables the transmission
and storage of data will be considered an intermediary service, provided that it meets the criteria defined
in the DSA (Urbanowicz, 2025). An intermediary service provider is any entrepreneur who offers these
services on the European market. This means that the provider's activity consists of directing the services
they provide to people in the EU, regardless of the country in which the provider operates.

Another characteristic of the regulatory model is that the EU legislator recommends that Member
States designate, following national law, one or more authorities and entrust them with supervising the
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application and enforcement of the Al Act. The recommendations of the Al Act, as expressed in recital
109, give EU countries flexibility in the extent to which they can assign tasks and competences to
existing bodies in specific sectors. Consequently, various legal forms of governance bodies are
permissible, meaning they can function within already existing administrative structures. This sectoral
approach allows for the assignment of specific competences to bodies already operating in the relevant
areas, €.g., electronic communications authorities if the regulation concerns telecommunications, media
regulatory authorities if it concerns the governance of media content, or consumer protection authorities
if the regulation relates to the protection of consumer rights. It can therefore be assumed that the EU
legislator, in creating a general framework for governance in Al management, respects the diversity of
constitutional and administrative structures in the Member States, leaving them free to organise
governance. As a result, this can lead to different governance models in individual countries, e.g.,
centralised, where one body supervises the entire regulation, or decentralised, where competences are
distributed among several institutions. However, coordination between the various authorities is crucial
to avoid confusion over competences and the dispersion of responsibilities. In practice, this may require
the creation of a framework for cooperation and information exchange between authorities, e.g., through
the conclusion of inter-agency agreements, or the creation of joint supervisory and sanctioning
procedures. Thus, the EU legislator focuses on flexibility and adaptation to national realities, while
requiring effective governance. The key challenges are ensuring consistency in enforcement and
effective coordination between the various authorities, especially in countries that divide competencies.

It is also worth noting that in recital 113 of the Al Act, the EU legislator gives EU countries the
option of designating an existing national authority to act as a Digital Services Coordinator or to perform
specific tasks to oversee the application and enforcement of the Al Act. This is conditional on such a
body meeting the requirements set out in the regulation, including, in particular, its independence. This
may require an adjustment of the body's competences, e.g., by strengthening its operational and financial
autonomy. The regulation allows Member States to combine different regulatory functions in a single
body, if compatible with EU law. For example, the governance functions over digital platforms can be
assigned to a body that governs media, telecommunications, or consumer protection. However, as
mentioned above, the recital clearly states that it must not weaken their independence if the state decides
to reorganise the governance bodies. The EU legislator specifies in this respect that the chair or board
members of a collegial body cannot be dismissed before the end of their term of office solely because
of an administrative reform if there are no guarantees of their continued independence. This regulation
aims to protect against a situation in which the government could interfere with the composition of the
bodies to increase political influence on their activities. When analysing the above recommendations
and principles created by the EU legislator, it is reasonable to assume that Member States are given
flexibility while maintaining the independence of governance bodies. This is particularly important in
digital services, where effective governance of online platforms requires autonomy from political
pressure and market interests. Member States may therefore reform their governance structures, but they
must do so in a way that does not undermine regulatory effectiveness or public trust. This provision
allows flexibility in the governance of digital services but sets precise requirements for the independence
of governance authorities. Institutional reforms must not be used to remove inconvenient regulators or
weaken law enforcement.

Consequently, it should be emphasised that Member States are required to designate or establish
three types of authorities in the implementation of the EU Al Act, i.e.:

a) Market Surveillance Authority (MSA), whose task will be to implement the measures
provided for in Regulation (EU) 2019/1020 on market surveillance and product compliance;
this institution is based on the already existing and well-established concept of market
surveillance authorities in EU law, and its main task will be to ensure that only products that
meet EU legal requirements are on the EU market (Art. 3 No. 26 Al Act);

b) Notifying Authority (NA), i.e. the national authority whose task will be to establish and
implement a procedure for the assessment, designation and notification of conformity
assessment bodies, as well as for their governance (Article 3(19) and Article 28(1) Al Act);
in this group of entities, ‘Conformity assessment bodies’ should also be distinguished.
Entities performing third-party conformity assessment activities, including testing,
certification, and inspection (Article 3(21) Al Act). According to Article 3(48) of the Al
Act, the notifying and market surveillance authorities are jointly referred to as National
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Competent Authorities (NCAs). Consequently, they must function independently,
impartially, and without bias, have adequate technical, financial, and human resources and
infrastructure to effectively perform their tasks by the Artificial Intelligence Act, as
confirmed by the wording of Article 70(1) and (3) of the AI Act.

¢) National Public Authorities (NPAs), which will be responsible for enforcing the obligation
to respect fundamental rights in the Member States in the context of high-risk Al systems;
they should have the power to request and access any documentation drawn up or stored
under the Al Act, if this is necessary for the effective fulfilment of their mandate within
their jurisdiction (Art. 77 (2) Al Act).

Transferring the above considerations to the practical aspects of implementing the AI Act in member
states, it is worth noting that the European Commission established the European Artificial Intelligence
Authority in February 2024. This authority supervises the enforcement and implementation of the act
on artificial intelligence in EU member states. Some EU countries have already taken steps towards
establishing governance authorities responsible for their implementation. According to the Al Act,
Member States are required to designate market surveillance authorities at the national level by 2 August
2025. Legislators in the Member States are working on creating appropriate mechanisms and governance
bodies to supervise the application and implementation of the Al Act. Each Member State must
designate the appropriate authorities and publish a list.

In September 2023, Spain, by Royal Decree No. 729/2023 (Real Decreto 729/2023, 2023),
established an Al governance agency (esp. Agencia Espariola de Supervision de Inteligencia Artificial,
AESIA) based in A Corufia. AESIA is a specialised body responsible for governance, advice, awareness
raising, and training related to the development and use of artificial intelligence at the national level. Its
tasks include ensuring compliance with national and EU regulations on Al, coordinating the
implementation and application of the regulation's provisions, and cooperating with the EU Al Office
and market surveillance authorities from other Member States. In addition, AESIA promotes Al
innovation in the public and private sectors by creating regulatory sandboxes and developing best
practices. In other EU member states, discussions are taking place on the designation of appropriate
governance authorities for the Al Act. The position of the European Data Protection Board (Statement
3/2024 on data protection authorities’ role in the Artificial Intelligence Act framework, 2024) is worth
mentioning, according to which data protection authorities should play an essential role in enforcing the
Al Act. In this context, these bodies are recommended to act as market regulators, especially for high-
risk Al systems used in law enforcement, border management, and the judiciary (Statement 3/2024).
The justification for this position is that the data protection authorities, in connection with the EU
General Data Protection Regulation, have experience and knowledge of the impact of Al on fundamental
rights. As of today, 23 EU countries, i.e. Austria, Belgium, Bulgaria, Croatia, Cyprus, the Czech
Republic, Denmark, Finland, France, Germany, Greece, Ireland, Latvia, Lithuania, Luxembourg, Malta,
the Netherlands, Portugal, Romania, Slovakia, Slovenia, Spain and Sweden have appointed the relevant
authorities and published a list of tchem (Artificial intelligence act management and enforcement).
When analysing the overall status of National Authorities, it should be emphasised that as of §
November 2024, the unclear status of authorities concerned 16 MSAs and NCAs and 12 NPAs, partial
clarity was identified for 10 MSAs and no NCAs, and clarity concerns 1 MSA and 15 NCAs (Overview
of all Al Act National Implementation Plans, 2024). This data clearly shows the ongoing work of
national legislators. The Polish legislator is also developing rules for implementing the Al Act. During
the pre-consultation organised by the Ministry of Digital Affairs, most participants favored creating a
new market governance body instead of transferring these powers to existing institutions, such as the
President of the Office for Personal Data Protection. In response to these demands, the Ministry of
Digital Affairs announced the creation of an Al governance committee, which is reflected in the draft
law on artificial intelligence systems (Draft Polish law on artificial intelligence systems, 2024, October
17, No. UC71, 2024). The Commission for the Development and Security of Artificial Intelligence
(KRiBS]) is intended to be the market governance authority for artificial intelligence systems within the
meaning of Section 70 (1) of the Al Act. It will act as a single point of contact. According to the will of
the initiator, KRiBSI is to cooperate with several existing authorities and ministries. In addition to its
governance activities, the Commission's role is primarily to strengthen the artificial intelligence industry
and act as an expert entity cooperating with other public institutions in Al
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In conclusion, it seems reasonable to assume that the regulatory model for Al management
governance created by the EU legislator is quite demanding, while at the same time giving Member
States freedom to shape the structure of entities equipped with governance competences. The Al Act
defines a general legal framework, but leaves room for national legislators to clarify the regulations.
There is no doubt that, despite the ongoing technological process, many EU countries do not yet have
sufficient technical and human resources to analyse and supervise Al systems effectively. National
legislators in EU countries face numerous challenges in implementing the Al Act, including legal,
organisational, and technological aspects. A lack of adequate human and financial resources can slow
the process, and differences in approach between EU countries can lead to market fragmentation.
However, it is clear that in Poland and other EU countries, the implementation of the Al Act is in
progress, with varying degrees of progress and challenges. However, there is no doubt that each Member
State faces the challenge of implementing the Al Act in a way that, on the one hand, provides adequate
protection against Al-related risks and, on the other hand, prevents the inhibition of innovation.

4.2. Self-regulatory governance

The second Al governance model distinguished for this study is self-regulatory governance. It
includes all internal standards that establish artificial intelligence standards in the activities of
entities using Al systems. Legislative measures taken at the EU level have therefore given private
sector companies an incentive to get involved in developing and implementing artificial
intelligence (Taebi- 2019), and international efforts are currently being made to achieve this goal.
It must be admitted that China was the first country to regulate AI. However, due to the two
divergent objectives of China and the European Union, it is considered that the Al Act is the world's
first act regulating issues related to artificial intelligence. China has chosen to strengthen state
control over the content provided to citizens, while the EU has set itself the goal of minimising the
damage caused by the use of Al by European citizens (Macigzka, 2025). Other non-EU countries
also recognise the need to regulate Al. The UK is one such country. However, in this case, it was
decided that the regulations should support the development of artificial intelligence rather than
restrict it. Therefore, the rules adopted are selective, more flexible, and certainly not
comprehensive. In the USA, there are currently no federal regulations on Al. However, there are
regulations in individual states; bills in this context have been passed in 45 states. The legislative
situation regarding artificial intelligence is also influenced by political decisions leading to the
repeal of the executive order on the safe and reliable development and use of artificial intelligence.
President Donald Trump has already announced that he will begin work on Al regulations. Still,
they will be aimed primarily at strengthening the American Al industry, which may mean he will
not continue with the concept proposed by Joe Biden.

Significantly, since 2 February 2024, suppliers and Al system users have been obliged to ensure that
their employees have the appropriate Al knowledge and skills necessary to perform their tasks. This
obligation covers the area of Al competence, so-called Al Literacy (Article 4 Al Act). According to the
regulation mentioned above, providers and users of artificial intelligence systems should ensure
adequate knowledge and skills in Al among their personnel and persons responsible for the operation
and use of these systems. The level of required competences should take into account: the level of
technical knowledge, professional experience, level of education and training, the specifics of the
context in which Al will be used, as well as the characteristics of individuals or groups to whom Al
systems will be applied. Thus, the EU legislator emphasises the need to ensure adequate competence
among persons and entities responsible for implementing artificial intelligence systems. This is crucial
from the perspective of minimising the risk of errors, as a lack of technical knowledge can lead to the
misuse of Al systems. This, in turn, can result in violations of personal rights, discrimination, or
incorrect algorithm decisions. It is also essential to ensure the safe and ethical use of Al. Proper
personnel training helps to consciously implement and supervise Al systems by legal and ethical
standards. It is worth noting here that doubts about industry self-regulation also characterise the current
debate on the ethics of Al Dealing with the moral challenges of artificial intelligence has become a
priority for legislators worldwide. This issue is analysed later in this paper. Ensuring that those who
manage and use Al have the right skills is essential to adapt skills to the context and audience. EU
legislators emphasise that knowledge requirements should consider the specific nature of the situation
in which Al is used; for example, different skills will be required in healthcare than in the financial
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sector. The obligation to ensure employee competence means that organisations cannot use a lack of
knowledge as an excuse for Al errors or malfunctions, which positively strengthens the responsibility
of both Al providers and users. The self-regulatory model means that those who use and manage Al
must determine what educational and training measures are necessary for implementation and what
promotes self-regulatory governance mechanisms in AI management. The justification for creating
internal regulations for Al management in a broad sense is therefore the pursuit of responsible and
ethical use of this technology.

Regarding the text of the Al Act, recital 88 of the aforementioned legal act is also of significant
importance, in which the EU legislator obliges providers of huge online platforms and substantial online
search engines to exercise due diligence in the measures taken for testing. It is recommended that they
adapt their algorithmic systems, particularly their recommendation systems, if necessary. The aim of
implementing self-regulatory solutions is to ensure that Al systems are developed and implemented
ethically, safely, and in accordance with applicable laws and social standards. As indicated, the Al Act
has broad application for companies in various industries, not only those related to IT or artificial
intelligence. The new regulations cover suppliers, distributors, and importers from all EU member states.
This, in turn, generates several obligations for them. Suppliers of Al systems, especially those
considered high-risk, must carry out a risk assessment, submit technical documentation, and guarantee
the system’s highest level of security and transparency. In addition, they must systematically audit
compliance and adapt subsequent technologies to the requirements specified in the AI Act. This means
these entities must develop a clear and systematic approach to regulatory compliance, affecting their
internal structure and day-to-day operations.

This means that processes must be implemented to identify, assess, and minimise the risks associated
with artificial intelligence. This will be reflected in the creation of risk management procedures. Each
new version of an Al system should be evaluated for potential risks (e.g., discrimination, unforeseen
decisions). Artificial intelligence system providers should also monitor whether Al systems cause
unintended consequences (e.g., misjudgment of customers in credit systems). Within this area of self-
regulation, it seems reasonable to establish and adopt procedures to be followed if irregularities are
detected, including the possibility of immediate intervention in the event of Al malfunctioning. It is also
important to create methods to control the technical documentation of Al systems, which should
undoubtedly be created and updated. This documentation should include descriptions of the system's
operation and algorithms, testing and validation methods, and measures to ensure compliance with
regulations, including the Al Act. Simply creating internal regulations without regularly reviewing them
will be pointless. For this reason, it is essential to regulate the conduct of compliance audits and Al
quality control. In practice, Al compliance teams should be separated in the organisational structure of
Al system providers responsible for monitoring and controlling processes. In this context, these entities
may be required to adopt external certifications confirming the compliance of their systems with EU
regulations.

Distributors and importers, on the other hand, are responsible for verifying that the Al systems they
place on the market comply with the legal regulations in the Al Act. In the event of violations, they may
bear similar liability to suppliers. As for users, their situation is also regulated in the Al Act. Their
responsibilities include monitoring Al systems, reporting problems, and confirming that the
technologies provided are being used for their intended purpose and in accordance with the supplier's
instructions (Naron-Grochalska, 2024). In light of the above, it is possible to assume that the Al Act
places great emphasis on self-regulation by obliging entities to create internal regulations and procedures
to ensure compliance with new legal requirements and the ethical and responsible use of artificial
intelligence. However, it is still necessary to continue researching the moral management of artificial
intelligence and how companies can create value that benefits both business and society (Naron-
Grochalska, 2024).

The self-regulatory governance model assumes that Al system providers are responsible for
developing and implementing internal regulatory compliance oversight systems, including risk
assessments, risk mitigation strategies, and specific countermeasures. The EU legislator's call for
creating codes of conduct is intended to facilitate the independent monitoring of and response to
potential law violations. It can therefore be assumed that internal supervision is de facto based on the
organisation's independent commitment to creating and implementing ethical and legal standards.
Suppliers are obliged to ensure transparency of their activities and to provide mechanisms to assess the
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effectiveness of their governance systems. It is worth emphasising, however, that the self-regulatory
governance model, although more flexible than regulatory governance, carries the risk of inconsistent
application of standards and difficulties in ensuring complete transparency and accountability.

4.3. Hybrid governance

The third and final supervision model is a hybrid model, which combines public and private
elements. In this case, we are talking about recommendations and guidelines constituting so-called
soft law, addressed primarily to Al system providers regarding desirable solutions in internally
created procedures and standards. Soft law guidelines are voluntary measures regulating the ethical
development and implementation of artificial intelligence (Bietti, 2020). Cooperation between
public governance and self-regulatory systems is crucial in the hybrid governance model. This
applies to both the exchange of information, the assessment of risks, and the conduct of audits. In
the former case, the legislator will define the rules for managing specific areas, and suppliers must
provide information on their activities. In the case of risk assessment and auditing, both external
(regulatory) and internal (self-regulatory) governance should cooperate in conducting risk
assessments and audits to identify potential sector-specific risks (e.g., in the case of advertising,
this concerns manipulation and disinformation). In this model, the EU or national legislator
suggests the necessary measures, but the final decision-maker in this context is the entity managing
the Al system. It is up to these entities to decide whether the recommended solutions will be
introduced into the supervision. Recital 21 of the AI Act emphasises that the European Commission
and the Member States, cooperating with relevant stakeholders, should facilitate the development
of voluntary codes of conduct to improve Al competence among those involved in developing,
operating, and using Al. This is a direct manifestation of the hybrid model of Al governance and
Al management.

This requirement is expressed in recital 117 of the Al Act, as the EU legislator stipulates that codes
of practice should be one of the main tools for properly fulfilling the obligations under the Al Act for
providers of general-purpose Al models. Suppliers should be able to rely on codes of practice to
demonstrate compliance with these obligations. The EU legislator indicates that codes of practice are
the primary tool enabling providers of general-purpose Al models to demonstrate compliance with the
obligations under the Al Act. This mechanism is crucial for self-regulation because it allows Al
providers to develop compliance rules. Looking at the codes of good practice in personal data protection
in individual sectors created in connection with the GDPR, it is possible that the codes of practice are
not rigid regulations imposed by law. They are industry standards that can be developed by Al providers
themselves or sector organisations. Due to the diversity of Al systems and the sectors for which they are
implemented, codes of practice will enable a differentiated approach depending on the type of Al model.
This means that Al system providers can adapt risk assessment, testing, transparency, and security
procedures to the specifics of their systems.

Despite the wide range of freedom in the actions taken by Al system providers, the fundamental rule
that codes of good practice must be in line with the general objectives of the Al Act should not be
overlooked. Importantly, self-regulatory governance can occur under the supervision of the European
Commission and the Al Office, as the Al Act provides in recital 117 that the EC can endorse codes of
practice, giving them general validity in the Union. However, if the codes are not created or prove
insufficient, the EC can introduce implementing acts, which means the possibility of regulatory
interference in the event of ineffective self-regulation. However, if the code of practice is approved, its
application implies a presumption of compliance with the Al Act, which limits the risk of sanctions and
regulatory controls. However, Al suppliers can also use alternative means of demonstrating compliance,
giving them freedom of choice within the self-regulation framework.

One example of an area where such recommendations would be justified is the advertising sector.
As indicated in recital 95 of the Digital Service Act (DSA) (Regulation (EU) 2022/2065, 2022), the use
of Al systems in advertising, especially in the case of extensive online platforms (e.g. Google, Facebook)
and search engines, is based on advanced algorithms that analyse vast amounts of user data to target
advertising. The aim is to tailor advertising content to individual user preferences, often based on their
previous interactions with the platform, online behaviour, and demographic data. These systems create
the risk of information manipulation, privacy violations, or insufficient oversight. Advertisements can
be used to spread misinformation, which can negatively affect public health, security, or civil discourse.
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In turn, using users' data without complete transparency about what data is collected and how it is used
can lead to a breach of privacy. In Article 22(3) of the GDPR, the EU legislator establishes that every
user should have the right to obtain explanations and challenge Al decisions. Despite the use of advanced
technology, these systems often operate in a problematic way to monitor, which minimizes the
possibility of ensuring full accountability for their operation. For this reason, the necessity of public
supervision over these systems is emphasised. The measures provided for by the EU legislator include
advertising repositories. It is assumed that extensive online platforms and search engines should provide
access to advertising repositories to facilitate public supervision. These repositories are intended to
contain the content of advertisements (name of the product, service, brand), information about the
advertisers and entities that paid for the ad, the targeting criteria of the advertisements, and data about
the audience, including details about the targeting of vulnerable groups (e.g., minors). The repositories
aim to increase transparency and enable regulators and the public to monitor and investigate the risks
associated with the distribution of advertisements, including disinformation and manipulation. The
hybrid governance model is a response to the challenges of Al governance in advertising, which
combines elements of external (regulatory and governmental) and internal (service providers such as
online platforms) governance. In this case, the regulatory model will manifest in public repositories of
advertisements and regulatory control. In contrast, the self-regulatory model will manifest itself in risk
management, defining the principles of corrective action and creating codes of practice.

When discussing other areas where the hybrid Al governance model can be applied, it is worth
considering the labour sector. Al systems used in recruitment processes, employee performance
analysis, and team management can lead to risks related to discrimination, breach of privacy, and lack
of transparency in decision-making processes. For example, the Swedish system, Swedish Public
Employment Services (PES), is worth mentioning. Its goal is to connect job seekers and employers
effectively and contribute to long-term employment. Labour market policy evaluations are no longer
carried out manually by employees, but mainly using a statistical profiling tool (Berman, 2024). The
hybrid model in the labour sector means that, in regulatory terms, data protection authorities and
employment agencies are authorised to supervise compliance with privacy and equality regulations in
recruitment processes and employee management to prevent discrimination based on race, gender, age,
or other characteristics. The self-regulatory model in this context means that companies using Al in
recruitment must introduce procedures to control recruitment algorithms to ensure fairness and
transparency. They should also provide accountability for decisions made by Al, including the ability
to explain them to candidates.

Another example is the transport sector, including aviation. In Europe, the European Union Aviation
Safety Agency is responsible for certifying and approving aviation systems (The Agency.” European
Union Aviation Safety Agency, 2024). For certification, EASA defines the regulations that the system
developer must meet. Therefore, to enable the use of Al-based systems in aviation, EASA, in
cooperation with other stakeholders, is currently developing a framework of guidelines to ensure the
reliability of Al-based systems (Artificial Intelligence Roadmap 2.0, Human-centric approach to Al in
aviation, 2023). As emphasised in the literature, the human factors framework for Al considers the
human factors associated with its use, and the framework for mitigating the security risks of artificial
intelligence introduces steps to deal with the uncertainty of artificial intelligence (EASA Concept Paper:
Guidance for Level 1 &2machine learning applications, A deliverable of the EASA Al Roadmap, 2024).
In this case, external (regulatory) supervision is carried out by government agencies and road safety
authorities, such as the European Aviation Safety Agency (EASA) or national transport agencies. They
will approve new technologies and monitor their performance in real-world conditions. In the case of
self-regulatory governance, for example, manufacturers of autonomous vehicles must conduct their
safety tests and audits, develop procedures for liability in the event of accidents, and apply transparency
rules regarding decisions made by the Al systems in these vehicles.

A further sector worth noting is digital agriculture. Artificial intelligence can help ensure sustainable
production in agriculture by streamlining farming operations and decision-making. However, improper
design and configuration of intelligent systems can result in damage and unintended consequences for
digital agriculture. Examples of challenges in digital agriculture include: violation of farmers’privacy,
destruction of animal welfare due to robotic technology, and lack of responsibility for issues arising
from the use of Al tools (Dara et al., 2022).
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The hybrid supervision model is applicable in many areas where Al systems significantly impact
people’s lives and society. These include health, finance, transport, education, work, and agriculture. A
key element in these cases is a combination of external (regulatory) and internal (self-regulatory)
governance, which ensures more comprehensive risk management and compliance with applicable
regulations and social values. In conclusion, it seems reasonable to assume that codes of practice are a
self-regulatory model’s primary form of governance. They ensure flexibility by allowing Al suppliers
to determine how they will meet regulatory obligations. They can also be created by Al sector
organisations, which will encourage the development of industry standards. This self-regulation can
occur under EU supervision, which can determine the dissemination and development of good practices
in individual sectors. Consequently, it is possible to assume that the self-regulatory governance model
is based on an industry initiative, but with an EU control mechanism. This means that tech companies
have the opportunity to remain autonomous in their activities, but they must act responsibly to avoid
regulatory interference.

5. CORE AREAS OF GOVERNANCE IN Al

Given the subject of this study, it is essential to emphasize that issues concerning supervision in Al
management encompass both internal and external areas. Regarding internal regulation, it is crucial
to establish mechanisms that ensure the implementation of Al systems in compliance with rules at
both the European and national levels. In the external area, on the other hand, Al system providers
have a responsibility to ensure transparency, explainability, and accountability, as well as to strive
to limit algorithmic bias and ensure the security of personal data. This, in turn, requires the
development of information policies, e.g., indicating how users can assert their rights in the event
of erroneous decisions by the Al system. This area is primarily addressed to users of the Al systems
offered. In the Al Act, the EU legislator employs terminology commonly used in the scientific
literature on XAl such as transparency, opacity, and comprehensibility. In practice, this means that
Al systems must be developed to ensure sufficient transparency and enable users to interpret their
results correctly (Panigutti 2023). When analysing the area related to ensuring transparency and
explainability, it is essential to emphasise the obligation to provide users with clear information
and rules of Al system functioning, as well as mechanisms for explaining decisions made by the
Al system. Providing remedies for entities affected by Al decisions (e.g., in banking or recruitment
systems) is also necessary. Al systems must be interpretable, showing how decisions are made and
what factors are considered (Ausloos, 2020). With the development of autonomy and learning
capabilities, modern artificial intelligence is increasingly developing algorithmic models. It
generates results that are only understandable to a narrow group of specialists, remaining opaque
to others, and in some cases, even impossible for society to interpret. The complexity concerns the
algorithms responsible for autonomy and machine learning, as well as the contexts of their
application, which are characterized by increasing diversity and complexity (Berente et al., 2021).

Transparency is therefore a key principle of ethical Al, which plays a vital role in building trust. It
should be equated with openness in policies, actions, and regulations, which fosters better
communication, common understanding, and cooperation. This is a foundation present in many
frameworks for Al ethics. For example, according to the OECD’s transparency principle (Ryan, 2020),
Individuals should be informed about their data collection, participation in automated Al-based
decision-making processes, and the decisions made about them resulting from the use of this data. The
inability to interpret and understand the results of an AI model constitutes a violation of the principle of
transparency (Jobin, 2019). Transparency means that Al systems are designed and used in a way that
ensures they are traceable and explainable. This includes informing users that they are dealing with Al
and providing relevant information to those who use these technologies about their capabilities and
limitations. Furthermore, those affected by the Al should be aware of their rights in this context (recital
27 of the Al Act).

The term ‘interpretable artificial intelligence’ refers to the extent to which humans can understand
the functioning and results of Al algorithms (Slack, 2019). Consequently, the transparency of Al systems
should be equated with the availability of information, the rules for its provision, and how this
information can practically or epistemically support the user's decision-making process (Mittelstadt,
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2016). Transparency ensures that the artificial intelligence system provides information about its
decision-making processes, allowing its beneficiaries and users to understand its performance and
limitations by explaining, interpreting, and reproducing its decisions (Mohseni, 2021). Methods for
making artificial intelligence systems transparent and comprehensible can be divided into three
categories: pre-modelling (explaining data sets), internal modelling (creating models that can be
interpreted), and post-modelling (building surrogate models) (Kaur, Uslu et al., 2022). Increasing
transparency in Al management is intended not only to improve user confidence but also to enable the
identification and elimination of potential errors or unethical activities. An important aspect is ensuring
accountability and monitoring, including verifying compliance with applicable regulations, which may
involve self-regulation by organisations and external oversight mechanisms established by the EU or
national legislators. In conclusion, it is worth emphasising that transparency plays a fundamental role in
the development of Al technology, especially in the face of the growing autonomy of systems and their
applications in many fields, such as medicine, finance, and law, where errors in decision-making can
have serious legal and social consequences.

The issue of explainability is closely related to the XAl mechanism. It is worth noting that in recent
years, the scientific community has addressed the topic of black-box Al models (i.e. models that are too
large or too complex from a technical point of view to be understood by humans), focusing on
developing techniques to explain the decision-making processes of these models in a way that is
understandable to humans, creating the field of eXplainable Al (XAI) (Doshi-Velez, Kim, 2017). The
term ‘black-box AI’ refers to artificial intelligence systems whose mode of operation is difficult or
impossible for humans to fully understand. This concerns advanced models that process vast amounts
of data and make decisions based on complex patterns and relationships. Due to their complexity, users
cannot trace the logic behind a given result, which raises challenges related to explainability,
accountability, and potential algorithmic biases (Panigutti, 2023). These systems are characterised by a
lack of complete transparency, which makes it difficult to analyse their operation. In technical literature,
the terms ‘explainability’ and ‘interpretability’ are often used interchangeably. However, it is worth
noting that their meanings may vary depending on the context (Adadi & Berrada, 2018). They refer to
the extent to which it is possible to comprehend the structure of the Al model, its results, and the
decision-making processes it employs. The High-Level Expert Group on Artificial Intelligence (HLEG),
appointed by the European Commission, developed guidelines on the ethics of artificial intelligence in
April 2019 (High Level Expert Group on Artificial Intelligence, 2019), according to which
explainability means ‘the ability to explain both the technical processes in the Al system and the
decisions made by humans in the context of its applications’. However, it is worth noting that the
question of what constitutes a ‘good explanation’ that is understandable to humans remains the subject
of scientific debate (Miller, 2019). This is mainly due to the fact that there is no clear, generally accepted
definition of a ‘good explanation’ in the context of Al. This is important because different fields may
have different expectations regarding transparency and how Al decisions are presented. In the regulatory
and ethical context, the lack of a clear definition can hinder the implementation of appropriate legal and
technological standards, which is why this topic remains a key area of research and discussion.

Another area of supervision in Al management is data protection and user privacy (Okonkwo, 2020).
According to recital 27 of the Al Act, privacy protection and data management involve developing and
using Al systems in accordance with data protection regulations, while ensuring that information
processing processes meet stringent quality and integrity standards. This issue is crucial for oversight in
Al management, primarily because Al system operations require data, often including personal data.
The large datasets collected in the systems can compromise the privacy of individuals whose data is
disclosed. Data privacy protects individuals from being identified or linked to specific information, as
automated decision-making systems can risk violating the privacy of data subjects by exposing their
information to potential unauthorised disclosure or use (Mokander, Morley et al., 2021). The obligation
to maintain privacy guarantees against unauthorised transfer of information, which would constitute data
processing contrary to the purpose for which it was collected. From the perspective of this study, it
should be emphasised that privacy issues include the challenges and values associated with data
protection and the safeguarding of private and personal information (Jobin et al., 2019). Data privacy
should be considered to protect individuals from being identified or linked to specific pieces of
information. Automated decision-making systems can expose decision-makers to violations of the
decision (Mokander & Morley, 2019; Weder et al., 2022). Privacy protects the data, including sensitive
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data, provided by an individual or collected by an artificial intelligence system, safeguarding it from
unjustified or illegal collection and use (Kaur, 2022). According to Article 22 of the GDPR, everyone
has the right to protection against automated decision-making, including profiling. The Al Act develops
and supplements these principles by introducing more detailed regulations for Al systems, particularly
those with high risk. For this reason, it should be emphasised that using Al in terms of privacy requires
the assumption that privacy ensures that sensitive data provided by an individual or collected by an Al
system is protected from unjustified or illegal data collection and use. This is because they can be
misused and have harmful consequences. Furthermore, according to Article 22 (4) GDPR, making
decisions based on special categories of personal data (e.g., racial origin, political opinions, biometric
data) is prohibited unless certain conditions are met. The Al Act supplements this provision by
specifying additional data protection safeguards for the use of Al

When assessing the relationship between the Al Act and the GDPR, it is crucial to recognise the
complementary nature of the two acts. The Al Act expands and clarifies the principles outlined in Article
22 of the GDPR, particularly regarding the transparency of Al systems, human oversight, and the
possibility of appealing decisions made by algorithms. Together, they form a legal basis that limits the
use of black-box Al and ensures greater control over the impact of artificial intelligence on the lives of
citizens. Other countries are also taking steps to regulate the use of black-box Al. For example, the
United States has published the Blueprint for an Al Bill of Rights (Blueprint for an Al Bill of Rights),
emphasizing the importance of transparency and explainability of Al systems. However, it is not a
binding legal act. China, on the other hand, has introduced regulations requiring Al systems to be
auditable and subject to evaluation before implementation, aiming to increase transparency.

In summary, EU legislators aim to limit the use of non-transparent AI models by designing the Al
Act and the GDPR. To achieve this goal, it imposes obligations related to transparency and
explainability. There is no doubt that these measures aim to ensure that Al systems operate in a way that
is understandable to users and are subject to appropriate control.

6. THE IMPORTANCE OF ETHICAL PRINCIPLES FOR EFFECTIVE GOVERNANCE
IN AI

As indicated, the rapid development of Al has motivated many social groups to debate its ethics.
This topic is very popular among philosophers, engineers, politicians, and lawyers today. The
conclusions that follow from these deliberations reach ordinary users who utilize the ever-evolving
possibilities of digital tools every day (Rudnicka et al., 2020). Various organisations and
institutions are increasingly addressing the issue of ethics in Al. These include national and
international organisations, governmental and non-governmental organisations, as well as
representatives from the commercial sector. By April 2020, these entities had issued 167 guidelines
in this context. The proposed guidelines, on the one hand, are the result of the rapidly developing
and ubiquitous Al. On the other hand, they carry many errors, risks, and limitations. They result
from Al not creating intelligent behaviour, but only imitating it (McAfee, 2016).

The dynamic development of artificial intelligence creates enormous opportunities for many areas
of life. However, rapid growth also brings ethical challenges. Effective management of emerging
challenges will protect humanity, particularly in the areas of privacy and data protection. Any data
obtained by Al must be processed securely to prevent unauthorized access and the unethical or illegal
use of the data (Skrzecz, 2024). Therefore, standardising and regulating international ethical principles
is necessary for proper and adequate supervision in AI management. This includes both the creation of
a regulatory framework for Al and the implementation of audit and compliance systems, including
ethical tests. Outsourcing tasks to Al can generate several abuses, the elimination of which will be a
moral challenge (Taddeo and Floridi, 2016). To meet these challenges, it will be necessary to conduct
an audit procedure based on ethics, i.e., capAl (Mokander & Axente, 2016). It enables the most precise
compliance assessment by identifying abuses and modifying unethical behaviour. In addition, it
provides in-depth knowledge of ethical considerations when designing similar systems. Importantly,
the Al Act outlines the principles for conducting an audit (Mokander, Axende et al., 2021). Large-scale,
ethically based audits of this kind will make it possible to avoid Al failures or improve the chances of
successful system repair. In addition, they will clearly explain the causes of the failure. A correctly
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performed CAI audit will enable organisations to design better, less failure-prone artificial intelligence
systems. The functioning of capAl is straightforward and very effective. Thanks to the control, it is
possible to eliminate the most common failure modes.

When analyzing the issue of ethics in effective Al management, it is crucial to emphasize that
building public trust in Al is essential. As indicated, the Ethics Guidelines for Trustworthy Artificial
Intelligence were published in April 2019. This study presents the desired perspective for developing
and applying artificial intelligence in EU countries. In brief, it seeks to ensure that the development of
Al in Europe respects democracy, the rule of law, and fundamental rights. Citizens should feel confident
that they can safely use Al tools without risk of harm from the system (Chojnowski, 2025). The
trustworthy Al has three characteristics that must be present simultaneously throughout the system's
entire life. These are: legality, ethics, and reliability.

As far as legality is concerned, as the name suggests, Al should comply with generally applicable
law, i.e., legislation and implementing acts. There is also no doubt about ethics; in this case, the
functioning of Al should always follow ethical principles and values. The third characteristic — reliability
— may raise doubts. This characteristic should be interpreted in two dimensions, both technical and
social. After all, abuse can also occur when Al is used in good trust (Ethics guidelines for trustworthy
artificial intelligence, 2019). So, it remains to be seen how to strengthen public confidence in Al. The
answer to this question is clear — the regulatory framework for Al still needs to be strengthened.
Regulations should always prioritise the safety of Al users and should be comprehensive and uniform.
A milestone in this direction has already been achieved, namely with the entry into force of the Al Act.

At this point, it is also worth mentioning the Organisation for Economic Co-operation and
Development (OECD) again, which laid the foundations for Al governance in 2019. According to the
OECD, artificial intelligence can address challenges in education, healthcare, science, and climate
action. At the same time, the organisation believes that Al poses several risks, especially to its users.
These risks can be mitigated through effective governance that is based on legal regulations. In addition,
the International Organization for Standardization has published ISO/IEC 42001:2023, a document
designed to support organizations in using artificial intelligence systems. The document outlines
principles and values to ensure that Al is developed and deployed in the best interest of society (ISO/IEC
42001:2023, 2023). The accepted standards promote the ethical and lawful use of AI through:
transparency and explainability, fairness and non-discrimination, privacy and data security,
responsibility and accountability, stakeholder engagement, continuous improvement, and learning.
Artificial intelligence offers numerous benefits, including increased efficiency, task automation,
enhanced decision-making, and support for data review. However, misused Al can cause numerous
problems, including incorrect decisions, privacy breaches, bias, fraud, and cyber threats. Knowledge of
the most common mistakes and the use of proven methods make it possible to limit or avoid the risks
involved altogether.

The use of Al carries the risk of undesirable events. These include: a) incorrectly formulated
prompts; b) data security; c¢) the source of the application; d) incorrect answers; and e) deepfakes and
fraud.

Promptly, the questions that the user enters into the system are. The more precisely the question is
asked, the greater the chance the Al will answer correctly. When using free Al systems, it is also
important to remember that users pay for access with the data they enter into them, which directly leads
to the risk of data security breaches. This data can be leaked and used by artificial intelligence for
learning. In the context of the application's source, it is essential to emphasize that its originality should
be verified each time. The justification for this practice is that there are many counterfeit platforms on
the web, the use of which can pose a significant threat to their users. Fake applications are usually free
and deceptively similar to the original. Therefore, the source of the application and the opinions of other
users should be verified each time.

Additionally, incorrect answers are a significant risk. Applications that utilize artificial intelligence
typically leverage open data sources. Therefore, the answers provided may lead to bias, prejudice, or
preconceptions. As a result, the answers may be based on stereotypes that have no basis in reliable
knowledge. Ultimately, Al-based applications offer numerous benefits. They support learning, work,
and entertainment. However, it is essential to remember that they are often a source of misinformation
or cyberattacks. The level of security in the world of Al will be significantly higher if users of artificial
intelligence take the initiative to educate and train themselves. They should also be careful and verify
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the displayed content, especially when the decisions have financial consequences. The role of artificial
intelligence is to support and assist people, but it can never replace thinking. The careless use of artificial
intelligence can lead to data leaks that pose serious risks to individuals and businesses.

7. CHALLENGES IN COMPLIANCE AND AUDIT IN Al MANAGEMENT

The development of artificial intelligence continues to accelerate. New and more advanced tools
are being developed, and existing systems on the market are continually evolving. Rapid
development opens up new possibilities but also causes many risks. Therefore, today’s times
require constant adaptation to technology and its skilful and safe use. In addition, it is necessary to
verify all legal regulations, especially those concerning personal data protection. Hence, the rapid
development of Al poses a significant challenge to compliance in its broadest sense. Compliance
specialists will be forced to develop new internal procedures. And to do so, they must demonstrate
extensive knowledge of artificial intelligence and creativity. Verifying whether Al tools constantly
comply with the law will be necessary.

On the other hand, internal practices and procedures should be continually adapted to the evolving
legal environment and kept pace with the rapid development of Al. Only then will compliance officers
be able to meet this challenge. At the same time, the Al audit should be kept in mind, which will enable
verification of whether artificial intelligence tools function properly and whether they are unbiased and
do not discriminate.

Al is the most transformative technology of our time. And it is not a single technology, but a complex
set of technologies that can be combined to perform a wide range of tasks, from understanding language
to helping you plan your holidays. Due to the limited scope of this study, it would be tough to discuss
all technologies in an accessible and understandable way. For this reason, three basic types of Al will
be analysed.

Firstly, narrow artificial intelligence only performs specific, simple tasks or sets of functions that
can be found in everyday applications. It is called narrow Al because its scope of activity is limited and
does not go beyond the indicated domain. Examples are facial recognition and voice assistants, which
many companies and institutions already use. Secondly, there is general artificial intelligence. Its wide
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range of possible actions characterises this. In principle, it can master any difficult intellectual task and
perform better than a human being.

Furthermore, it can learn from experience and patterns. General Al remains a subject of ongoing
research. Thirdly, there is super-intelligent Al If it were to be developed, it would far exceed human
intelligence. It could improve itself and make decisions based on data analysis. Super-intelligent Al
would undoubtedly change the world. It would be able to replace humans in most processes. The
following image illustrates the complexity of Al technology.

Figure 1. Artificial Intelligence (Al) Structure and Sub-Areas
Source: Raport Eurofound (2020), Game—changing technologies: Transforming production and employment in
Europe, Publications Office of the European Union, Luxembourg.

European Commission documents indicate that Al as a scientific discipline has many techniques at
its disposal, such as machine learning (deep and reinforcement learning), machine reasoning (planning,

ROBOTICS
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reasoning, searching and optimising), robotics (control, perception, integration of other techniques)
(Artificial intelligence act management and enforcement). On the other hand, OECD documents suggest
that artificial intelligence can impact the environment by providing recommendations or predictions in
this context. To this end, it uses machine and human input data, which enables: 1) perceiving real or
virtual environments, 2) summarising such perceptions in models manually or automatically, 3) using
model interpretations to formulate result options. OECD documents indicate that artificial intelligence
can interfere with the environment by presenting recommendations or predictions in this context. To
this end, it uses machine and human input data, which enables: 1) the perception of real or virtual
environments, 2) the summarisation of such perception in models, either manually or automatically, and
3) the use of model interpretation to formulate result options.

Al is on a rapid development path and is finding applications in an increasing number of areas of
life, including education, transportation, medicine, and industry. Artificial intelligence will undoubtedly
play a key role in process optimisation and decision-making. It will also make it easier to diagnose
diseases. These are just a few examples of the areas of life that Al will affect, and there will be many
more. All this is thanks to advancements in machine learning, an area of Al that is experiencing rapid
growth. This will enable even more accurate data analysis and decision-making. Artificial intelligence
also brings great opportunities for the country's development. Therefore, in 2020, Poland adopted its Al
development policy. The document focuses on actions and objectives in the short term (until 2023),
medium term (until 2027), and long term (after 2027). They are based on six areas: society, innovative
companies, science, education, international cooperation, and the public sector. This division was argued
on the basis that Al permeates many areas of life; hence, the need for policy to cover all social groups
as widely as possible.

With the development of artificial intelligence and its increasing use in various organisations and
institutions, the need has arisen to regulate Al management standards. The ISO/IEC 42001 standard was
developed in December 2024 in response to this need. It is an international standard specifying the
requirements to be met when designing, implementing, maintaining, and improving an Al management
system. It is intended for organisations that provide or use Al-based products and services. It is the
world's first standard to regulate the management of artificial intelligence. It contains essential
recommendations for the rapidly developing Al, which support organisations in managing risks and
opportunities in artificial intelligence (ISO/IEC 42001:2023, 2023). It is part of a broader set of
standards for implementing and improving Al. Information security management is regulated by ISO
27001, and risk management is addressed in ISO 27005 (Wygodny, 2024).

In addition, in 2024, the National Institute of Standards and Technology in the United States issued
the Al RMF Generative Al Profile (NIST AI 600) under Executive Order (EO) 14110, aimed at
promoting safe and trustworthy artificial intelligence to support organisations in risk management.
However, on 20 January 2025, President D. Trump issued two executive orders on artificial intelligence
after taking office. One of them, entitled ‘Initial Rescissions of Harmful Executive Orders and Actions’,
revoked the aforementioned Executive Order (EO) 14110 (Trump Administration, 2025). It is therefore
questionable whether the NIST Al 600 document will continue to be respected or whether the Trump
administration will propose new solutions. These activities confirm that, despite the dynamic
development of artificial intelligence, risk management is still regulated in various documents with
standards that differ significantly from one another. The lack of uniform standards for Al management
can lead to unforeseen risks and complications that could be eliminated by a sound management system
based on uniform guidelines.

Regarding the balance between innovation and regulation in Al management, it is worth noting that
the world's largest economies are vying for primacy in Al. This means that Europe must remain an active
player in this field. Therefore, despite lagging behind the United States and China in technological
development, the European Union has undertaken the challenging task of establishing a regulatory
framework for Al. These efforts are now showing promising progress. The Al Act is the world's first
comprehensive document to regulate issues related to artificial intelligence. However, it is a significant
challenge to maintain innovation in mind, despite extensive regulation, and not to lose balance between
the two. There is no shortage of concerns in this context. Organisations indicate that EU regulations
could hamper artificial intelligence development, exceptionally if restrictions on technical stability and
liability for damage caused by artificial intelligence providers are maintained.
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8. CONCLUSIONS

Modern artificial intelligence systems are playing an increasingly important role in various sectors,
which necessitates the implementation of appropriate supervisory mechanisms and adherence to ethical
principles. Key areas of Al governance include ensuring transparency and accountability, minimising
algorithmic bias, protecting privacy and personal data, and auditing and certifying Al systems. From a
regulatory perspective, global initiatives such as the European Union's Al Act, the Blueprint for an Al
Bill of Rights developed in the USA, and the restrictive Al regulations in China are significant.
Technical solutions that support an ethical approach to artificial intelligence, such as Explainable Al
(XAI), and mechanisms that eliminate so-called ‘black boxes’ in Al models, also play an essential role.
Scientific discussions continue to focus on the issues of explainability and interpretability of Al systems,
which are crucial for building public trust and the successful implementation of artificial intelligence in
critical areas such as healthcare, the financial sector, and the justice system. The regulations governing
this area are designed to ensure that Al functions adhere to the principles of ethics, human rights
protection, and algorithmic justice.

Creating effective legal regulations regarding ethics and governance in Al management is crucial.
For this reason, it is necessary to distinguish among three governance models in this publication:
regulatory, self-regulatory, and hybrid. Legal regulations created at the EU and national levels
(regulatory supervision model) are of fundamental importance in ensuring compliance with the law of
their creation and use, as well as in protecting fundamental rights. The use of Al systems in various
sectors of everyday life has a direct impact on human rights. Artificial intelligence can affect the
fundamental rights and freedoms of individuals, including a) the right to privacy and the protection of
personal data (Al is often based on the processing of vast amounts of data, which carries the risk of
misuse, profiling of users or violation of the GDPR); b) the right to equal treatment (algorithms learn
from historical data, which may reflect existing prejudices in society; Al systems not covered by any
regulations may perpetuate or even exacerbate inequalities, e.g. in recruitment processes or credit
decisions); c) the right to a fair trial (Al is increasingly used in justice systems, e.g. for simple
organisational and technical activities). Given the above, it is reasonable to assume that the legal
framework governing the operation of Al should ensure that decisions made using Al are transparent
and subject to human oversight and control. In addition, creating clear regulations ensures that Al
systems operate according to democratic values and fundamental rights.

The second area of importance from the perspective of regulating the ethics and governance of Al
management is security. Numerous risks associated with the use of Al-based systems are being
identified today. With the systematic implementation of Al in key sectors such as healthcare, justice,
and finance, the need for regulation regarding responsibility for decisions made by algorithms is
growing. In this context, the main risks are, for example, wrong medical decisions when using Al in the
diagnosis and treatment of patients. A lack of regulation can lead to a situation where it is unclear who
is responsible for an incorrect diagnosis generated by an algorithm.

Another example is autonomous emergency systems, as autonomous vehicles or robots can cause
accidents for which liability is not clearly assigned (i.e., manufacturer, operator, or user?). Additionally,
cybersecurity issues must be considered, as Al systems are increasingly vulnerable to hacking. This, in
turn, can lead to data leaks or the manipulation of decisions made by algorithms.

An analysis of current and proposed legal regulations on ethics and governance in Al management
has led to the conclusion that transparency in Al is essential. Therefore, citizens, users, and institutions
must be able to trust that decisions made by Al are comprehensible, open to challenge, and subject to
human oversight and control. This means that the system's users should be aware of the basis on which
the algorithm made a decision (e.g., when assessing creditworthiness), and regulations should ensure
the right to appeal against Al decisions, especially in cases involving important issues. Importantly, Al
cannot act completely autonomously in situations affecting citizens' rights. The introduction of legal
regulations at the EU level, obliging member states to create internal rules and Al system providers to
establish their own internal procedures, currently favours ensuring an adequate level of Al transparency.
The development of their own ethical codes for Al by providers will minimise legal risk, build trust
among customers and employees, and increase the credibility of organisations through transparency.
These measures are complemented by so-called soft law acts, which support the regulatory and self-
regulatory governance model. The coherence of regulations at the EU level is noticeable, as exemplified
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by the principles formulated by the EU legislator in the GDPR, particularly the principle of
explainability, which affords everyone the right to information about how algorithms that affect their
lives operate. The Al Act also imposes a transparency obligation on high-risk systems.

The analysis of the current legal regulations shows that the European Union is currently the leader
in Al regulation. The creation of a uniform Al regulation system at the EU level is crucial. First of all,
it prevents legal fragmentation. In the absence of harmonised regulations, different regulations in
individual countries could hinder the functioning of entrepreneurs and institutions in the single market.
Secondly, it facilitates business activities, as it is possible to comply with a single EU standard instead
of having to adapt to different national regulations. Thirdly, it is about protecting democratic values.
The activity of the EU legislator ensures that Al regulations reflect the European approach to protecting
human rights and promoting technological ethics.

In summary, well-designed regulations should not limit the development of Al but provide a legal
framework for innovation. In an era of leveling geographical barriers and shifting a significant portion
of activity to the online sphere, it is essential to maintain interoperability standards. This facilitates
cooperation between different Al systems in Europe and worldwide. Regulations on artificial
intelligence are necessary to ensure security, transparency, and the protection of citizens' rights. At the
same time, well-designed laws can promote innovation and competitiveness. For this reason, the process
of harmonizing regulations at the EU level, adapting them at the national level, and implementing ethical
principles within organizations should be assessed as unequivocally positive.
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