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Will Al replace corporate boards?

Generative Al itself believes that Al is not yet ready to replace corporate
boards. Al does not have the qualities to be appointed as a director of a
company. It is not a legal entity that may be subject to rights and
obligations. However, Al can be used as a tool for corporate boards to
evaluate and make decisions.
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Generative Al or artificial intelligence generating original content using machine
learning and neural networks, is receiving disproportionate attention. There is
talk of redundancies in white collar jobs, with whispers that corporate board
members risk being replaced.

In 2014, a computer was appointed to sit on a fund's board and given a vote on
its investment committee. You can read more in our blog post,
https://shorturl.at/quzAO. But given the recent technical advances, can this
become the norm? Can Al replace a corporate board? I posed this question to
ChatGPT, the chatbot that took the internet by storm.

ChatGPT's verbatim response is given below.
“The rapid advancements in artificial intelligence (AI) have sparked widespread

speculation about the potential for Al to disrupt traditional corporate structures,
including corporate boards. Corporate boards play a critical role in guiding
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companies' strategic decisions, overseeing management, and safeguarding
shareholders' interests. The rise of Al technologies has led to debates about its
potential to streamline corporate governance, enhance decision-making
processes, and potentially replace human board members. In this blog, we
explore the potential implications of Al on corporate boards and the broader
implications for corporate governance.

1. Enhanced data analysis and decision-making: Al excels in processing vast
amounts of data and identifying patterns that might elude human analysis. By
leveraging Al algorithms, corporate boards can gain deeper insights into market
trends, consumer behaviour, and operational performance. This could lead to
more informed and data-driven decision-making, enabling boards to respond
quickly to changing business landscapes and make strategic choices with greater
precision.

2. Risk management and compliance: Al-powered tools can aid corporate
boards in assessing and mitigating risks effectively. By continuously monitoring
and analysing various data sources, Al can identify potential compliance issues,
fraud, and security breaches. This capability can help boards proactively address
risks, thereby improving overall corporate governance and ensuring compliance
with regulations.

3. Board diversity and inclusion: One of the longstanding challenges in
corporate governance has been the lack of diversity on corporate boards. Al can
be employed to mitigate this issue by analysing vast datasets to identify suitable
candidates from diverse backgrounds, experiences, and perspectives. By
promoting diversity and inclusion, Al may enhance the effectiveness of corporate
boards in understanding a broader range of stakeholders' interests and making
well-rounded decisions.

4. Automation and efficiency: Al-powered automation can streamline routine
board processes, such as scheduling meetings, collating reports, and managing
documentation. By handling these administrative tasks, Al frees up valuable time
for board members to focus on strategic discussions and value-adding activities,
potentially leading to greater efficiency and productivity within corporate boards.

Challenges and limitations include:
1. Lack of human judgement and emotional intelligence: While Al excels at

data analysis and pattern recognition, it lacks human judgement and emotional
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intelligence. Corporate boards often deal with complex ethical dilemmas and
ambiguous situations that require nuanced decision-making. Replacing human
board members with Al systems could lead to a lack of empathy and an inability
to consider broader social implications in certain situations.

2. Accountability and responsibility: An Al system is only as good as the data it
learns from and the algorithms that underpin it. If a corporate board solely relies
on AI for decision-making, it raises questions about accountability and
responsibility. Who would be liable for errors made by the AI system? Boards
must strike a balance between Al-driven insights and human oversight to ensure
accountability and transparency.

3. Ethical concerns and bias: Al algorithms can inadvertently perpetuate
existing biases present in the data they are trained on. When it comes to decision-
making at the board level, biased Al systems could inadvertently reinforce
existing inequalities and discriminatory practices. Careful attention to data
selection and algorithmic bias mitigation is necessary to avoid such issues.

4. Loss of human perspective: Human board members bring diverse
experiences, intuition, and creativity to discussions, complementing the data-
driven insights provided by Al The complete replacement of humans with Al
might lead to a loss of human perspective, which could hinder innovative
thinking and holistic decision-making.”

ChatGPT concludes that “Al undoubtedly has the potential to revolutionise
corporate governance by providing valuable data insights, automating
processes, and enhancing risk management. However, the complete
replacement of human corporate boards with Al systems remains a distant
possibility due to the complexities involved in decision-making, ethics, and
accountability. A more plausible scenario is the integration of Al as a valuable
tool that supports and augments human board members, helping them make
well-informed decisions and address challenges more effectively. As Al continues
to evolve, corporate boards must carefully navigate the balance between
embracing technological advancements and preserving the essential human
elements that define effective governance in the corporate world.”

To the question of Al's readiness to step onto corporate boards, Bing Al a
conversational Al chatbot responded that “Al is not yet ready to replace corporate
boards. Al does not have the qualities to be appointed as a director of a
company.It is not a legal entity that may be subject to rights and
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obligations. However, Al can be used as a tool for corporate boards to evaluate
and make decisions.”

There is not much to add to add to what generative Al has to say except that past
is no guide regarding the future.

A modified version of this blog was published in Business Standard on 26 July 2023.
B Subscribers can access the blog by clicking this link or typing the following in your url:

https.//www.business-standard.com/opinion/columns/will-ai-replace-corporate-
Business Standard  boards-123072500946 1.html
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Disclaimer

This document has been prepared by Institutional Investor Advisory Services India Limited (liAS). The
information contained herein is solely derived from publicly available data, but we do not represent that it
is accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for
any loss or damage that may arise to any person from any inadvertent error in the information contained
in this report. This document is provided for assistance only and is not intended to be and must not be taken
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make
such investigation as it deems necessary to arrive at an independent evaluation of information referred to
in this document (including the merits and risks involved) and exercise due diligence while using this report.
The discussions or views expressed may not be suitable for all investors. The information given in this
document is as of the date of this report and there can be no assurance that future results or events will be
consistent with this information. This information is subject to change without any prior notice. IiAS reserves
the right to make modifications and alterations to this document as may be required from time to time;
however, liAS is under no obligation to update or keep the information current. Nevertheless, [iAS would be
happy to provide any information in response to specific queries. No copyright infringement is intended in
the preparation of this document. Neither LIAS nor any of its affiliates, group companies, directors,
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of this
information. This report may cover listed companies (the ‘subject companies’); IiAS may hold a nominal
number of shares in some of the subject companies to the extent disclosed on its website and/or these
companies might have subscribed to liAS’ services or might be shareholders of IiAS. TiAS and its research
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed
on its website.

Confidentiality

This information is strictly confidential and is being furnished to you solely for your information. This
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any
other person or published, copied, in whole or in part, for any purpose without the written permission of
TiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject LiAS to any
registration or licensing requirements within such jurisdiction. The distribution of this document in certain
jurisdictions may be restricted by law, and persons in whose possession this document comes, should
inform themselves about and observe, any such restrictions. The information provided in these reports
remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form
or for any purpose whatsoever by any party without the express written permission of the copyright holders.

Other Disclosures

TiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing
participants in the Indian market with independent opinions, research and data on corporate governance
issues as well as voting recommendations on shareholder resolutions of about 800 listed Indian companies
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory reports,
standardized services under the Indian Corporate Governance Scorecard, and databases
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed
against the company by any of the Regulators or Courts/Tribunals.

This article is a commentary on general trends and developments in the securities market.
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About IiAS

Institutional Investor Advisory Services India Limited (liAS) is an advisory firm, dedicated
to providing participants in the Indian market with independent opinions, research and
data on corporate governance issues as well as voting recommendations on shareholder
resolutions for over 950 companies that account for over 96% of market capitalization.

liIAS provides bespoke research and assists institutions in their engagement with
company managements and their boards. It runs two cloud-based platforms, SMART to
help investors with reporting on their stewardship activities and ADRIAN, a repository of
resolutions and institutional voting pattern.

TiAS with the International Finance Corporation (IFC) and BSE Limited, has developed a
Corporate Governance Scorecard for India to evaluate company's governance practices
and market benchmarks. More recently, [iAS has extended its analysis to ESG and is also
empanelled with AMFI as an ESG Rating Provider.

TiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company Limited,
Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation Limited,
UTI Asset Management Company Limited and Yes Bank Limited.

TiAS is a SEBI registered entity (proxy advisor registration number: INHO00000024).
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