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THE REALITY LEADERS
CAN'T IGNORE

Sales teams use it to draft emails and summarize customer conversations.

Finance is testing Al for analysis and forecasting. Operations experiments with it to
support production planning.

Real business data is being entered into these Al tools: reports, pricing, customer order
history, forecasts.

This is happening with or without leadership approval, and it is already shaping how your
organization operates.
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THE REALITY LEADERS CAN'T IGNORE

THE VISIBILITY GAP

The risk isn't Al itself. It's the lack of visibility.

Al adoption usually spreads organically, rather
than with a structured rollout.

For example:

e A team leader introduces a tool to speed up
reporting

e A team member decides to use it to analyze
spreadsheet data

e A co-worker then uses it to draft a customer
email

This is often referred to as shadow Al, which is
the use of Al tools across the organization
without formal approval, oversight, or
governance.

It becomes embedded in workflows without
clear guidelines or risk awareness.

Al GOVERNANCE IN ACTION )
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THE REALITY LEADERS CAN'T IGNORE BUSINESS SOLUTIONS

THE GOVERNANCE GAP

Many companies have data governance, IT controls, and security
policies but lack the structure to manage Al usage.

e Al introduces different risks and
fundamentally changes how data is used,
interpreted, and shared

e QOrganizations may not be able to control
how data is stored once it's entered into Al

e The ownership of content may be unclear

e Al output may contain errors

Al risk is not hypothetical. It is already
present in daily operations.

Al GOVERNANCE IN ACTION 6}
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THE REALITY LEADERS CAN'T IGNORE

LEADERSHIP WARNING SIGNS

Employees
use public Al tools or customer data is

without formal shared externally
approval

Al-generated
departments use outputs are used
inconsistent Al without validation
workflows

Al GOVERNANCE IN ACTION



THE HIDDEN RISKS

OF Al ADOPTION
Al RISKS EMERGE THROUGH SHADOW Al IN EVERYDAY
DECISIONS, OFTEN IN THE NAME OF EFFICIENCY:

e A salesperson enters customer pricing data into an Al tool for a proposal they're
writing

e A team member from Operations uses actual internal data to test production scenarios
in Al

e A finance analyst uploads an internal spreadsheet to generate a forecast summary

You no longer know where this data goes or how it may be reused.

This is especially critical in environments where financial, customer, and operational data
intersect.

Al GOVERNANCE IN ACTION 8
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THE HIDDEN RISKS OF Al ADOPTION BUSINESS SOLUTIONS

DATA LEAKAGE

¢ Presents the most immediate risk
¢ No visibility into how data is stored or reused
e May share sensitive data such as:

o Customer order history

o Financial performance data

o Supplier pricing agreements

o Internal reports

IP EXPOSURE Al OUTPUT RISK

e Alis commonly used to create e Al outputs can be inaccurate or
proposals, product content, and omit crucial context (known as
process documents Al hallucinations)

e Unclear ownership of Al-generated e Decisions may rely on flawed
content information

e Proprietary inputs may be embedded
in outputs

Legal and ownership ambiguity Financial and operational impact

Al GOVERNANCE IN ACTION 9



THE HIDDEN RISKS OF Al ADOPTION
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AVOID RISK WITH A
STATED Al POLICY

Employees must never input the following information
into any Al tool:

* Financial Information

* Customer Information

e Proprietary Business Information
e Employee Information

¢ |egal and Compliance Materials

General Restrictions:

o Do not input confidential, proprietary, or sensitive data into external Al tools.

o Do not share source code, algorithms, or designs that are part of the
company’s IP.

o Do not use Al tools to make autonomous decisions impacting compliance,
legal obligations, or financial reporting without human oversight.

o Do not generate content that violates copyright laws, ethical standards, or
company values.

o Do not circumvent security protocols or use unapproved Al platforms.

Al GOVERNANCE IN ACTION
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Al GOVERNANCE AS A
BUSINESS SYSTEM

When governance is clear:
e Teams use Al with confidence
e |eaders approve use cases faster
e Risk is managed consistently across departments

Projected Impact

mplesnentation Readmap

L S

Filot Scale Optimize

Decisions no longer stall on uncertainty. Organizations are also better positioned to:

e Meet regulatory expectations
e Build customer trust
* Provide clear, consistent guidance

Al GOVERNANCE IN ACTION
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Al GOVERNANCE AS A BUSINESS
SYSTEM
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4 ELEMENTS OF GOVERNANCE

GOVERNANCE INCLUDES FOUR CONNECTED ELEMENTS:
RULES, OWNERSHIP, CONTROLS, AND MONITORING.
IF ANY ARE MISSING IT BREAKS DOWN.

01

Rules

Includes approved Al tools,
prohibited/restricted activities, and
acceptable data usage —all in clear
terms.

02

Ownership

Defines accountability. Clear
responsibility is needed for
governance. Ownership typically
spans Operations, IT, and business
leadership.

03

Choose Activities
That You Truly Enjoy

To enforce consistency, including
approval of tools, access, and data
handling standards.

04

Always Listen To
Your Body Signals

Tracks how Al is being used and
identifies new risks.

Al GOVERNANCE IN ACTION
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Al GOVERNANCE AS A BUS'NESS BUSINESS SOLUTIONS

SYSTEM

FRAMEWORK: THE FIVE PILLARS

PILLAR 1:
POLICY & GUARDRAILS

PILLAR 2:
DATA PROTECTION & SECURITY

PILLAR 3:
ACCOUNTABILITY & OVERSIGHT

PILLAR 4:
TECHNOLOGY & VENDOR CONTROLS

PILLAR 5:
TRAINING & ADOPTION

When these 5 pillars work together:
e Al usage is visible
¢ Risk is consistently managed
e Teams move more quickly, and with confidence

Al GOVERNANCE IN ACTION
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THE 5 PILLARS
OF Al GOVERNANCE

This defines acceptable and restricted or prohibited use.
The language should be clear and leave no room for
misinterpretation. It should include:

POLICY &
G UARDRAl LS Al usage policy outlining approved Al tools and types of

data
e Examples of restricted and prohibited use

¢ Defined escalation path for questions across functions
and departments

Al GOVERNANCE IN ACTION 15



THE 5 PILLARS
OF Al GOVERNANCE
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PILLAR 2:

DATA
PROTECTION &
SECURITY

As Al use continues to grow, this pillar
ensures sensitive data remains protected. It
should include:

e Rules for handling various types of data

e Preference for Al tools already integrated
in the system

e Controls aligned with current security
framework

Sensitive data is shared without control or
visibility.

Al GOVERNANCE IN ACTION
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THE 5 PILLARS
OF Al GOVERNANCE
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@ North America
@ Europa

® Asia Pacific

@ Latin America

@ Middle East & Africa

Cost Breakdown

® Marketing

@ Operations
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® General & Admin

PILLAR 3:

ACCOUNTABILITY
& OVERSIGHT

Governance ownership is needed to enforce
policies and resolve issues.

This pillar requires:
e Cross-functional governance team
(typically IT, Finance, Operations, Legal)
e Defined roles and responsibilities
e Formal review and response process

Accountability breaks down.

PILLAR 4:

TECHNOLOGY &
VENDOR
CONTROLS

A structured approach is required for selecting
tools aligned with ERP and operational needs.
This pillar includes:

e Approved list of Al tools

e Formal review process for new or proposed
Al tools

* Integration standards for core systems

Unmanaged tools multiply, increasing risk.

Al GOVERNANCE IN ACTION
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OF Al GOVERNANCE

Governance only works if your employees understand it.
Pl LLAR 5: This pillar focuses on enabling teams to use Al safely and
TRA' N | NG & correctly, not avoid it. It includes:
ADOPT'ON * Role-based training across departments

e Easy-to-understand guidance, embedded in workflows
¢ Continuous communication—not a one-time rollout

Wi ithout training, employees either avoid Al or use it

incorrectly.

Al GOVERNANCE IN ACTION 18
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APPLYING GOVERNANCE
ACROSS THE BUSINESS

EXAMPLES OF WHERE Al IS ALREADY BEING USED ACROSS

BUSINESS FUNCTIONS:

Sales: Drafts emails, proposals, and
customer summaries. Risk increases
when order history, pricing, or
deal-specific details are shared outside
approved tools.

Finance: Summarizes reports, forecasts,
and financial data. Issues immerse when
revenue, cost data,

or margins are entered into

unapproved Al tools.

Operations: Uses Al for production
planning, scheduling, and process
optimization. Exposure grows when
production data or capacity details are
shared.

In each function, the pattern is the same:

Supply Chain: Evaluates vendors,
sourcing options, and pricing trends.
Vulnerability increases when supplier
agreements or pricing are uploaded
without oversight.

Al is already in use, but without governance, risk is inconsistent and unmanaged.

Al GOVERNANCE IN ACTION
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Strategic Roadmap

IMPLEMENTATION
ROADMAP

Al GOVERNANCE IN ACTION



IMPLEMENTATION ROADMAP
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STEP 1

ASSESS CURRENT
USAGE

Identify existing tools and
integrations in use.
¢ Interview team leads and
survey employees
e Document usage and
frequency

STEP 3

DEFINE POLICY

& GUARDRAILS

Keep the policy simple and
easy to understand. Focus on:
e Approved tools and
restricted use
¢ Data handling guidelines

STEP 2

IDENTIFY HIGH-RISK
DATA

Prioritize sensitive data
exposure.
e Customer, financial,
supplier, and operational
data

STEP 4

ENABLE TEAMS
WITH TRAINING

An announcement and policy are
not enough.
Ensure teams understand safe Al
use and why it matters.

* Short, role-based training and

real examples
* What to do if issues arise
* Ongoing communication

STEP 5

MONITOR & EVOLVE

Continuously manage and update
governance as it evolves.
e Track Al usage
e Update policies and address
new risks

Al GOVERNANCE IN ACTION
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IMPLEMENTATION ROADMAP

90-DAY Al GOVERNANCE ROADMAP

UNDERSTAND YOUR Al EXPOSURE BEFORE IT SCALES
FURTHER.

ASSESS GOVERNANCE GAPS, SHADOW Al RISK, AND
OPERATIONAL EXPOSURE.

First 30 Days
Identify Al usage, tools, and high-risk data exposure

Define policies, approved tools, and data handling rules

First 60-90 Days

Launch training, ownership structure, and monitoring

Al GOVERNANCE IN ACTION 23



COMMON MISTAKES
TO AVOID

OVERCOMPLICATING GOVERNANCE

If governance is overcomplicated, it won't be used. Long policies, excessive approvals, and
unclear rules lead teams to ignore them or find workarounds.

TREATING Al AS AN IT-ONLY INITIATIVE

It's important to treat Al governance as a cross-functional initiative. The business context is
lost when it is treated as IT-only. It also slows down adoption and increases the risk of not
being fully understood.

Al GOVERNANCE IN ACTION 24
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COMMON MISTAKES TO AVOID ¢

BLOCKING Al INSTEAD OF ENABLING IT

Some organizations simply block Al instead of enabling it. This does not stop usage; it just
makes it less visible. To reduce risk, it must be enabled and managed.

IGNORING CHANGE MANAGEMENT

Governance only works if people understand it. Without adequate communication and
training, policies are misunderstood, adoption is inconsistent, and risk remains unchanged.

The pattern is clear: governance fails when it prioritizes
control over enablement. The objective is clarity, so Al can
be used safely, consistently, and with confidence.

Al GOVERNANCE IN ACTION 25
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COMMON AIRISKS IN

MANUFACTURING & DISTRIBUTION

Risk Area

Data Leakage

Uploading customer pricing
into public Al tools

Business Impact

Loss of customer trust

Al Hallucinations

Incorrect forecasting
summaries

Poor operational decisions

Shadow Al

Unapproved departmental
tools

No governance visibility

IP Exposure

Proposal content reused
externally

Loss of proprietary
knowledge

Al GOVERNANCE IN ACTION

260



Lustomer Retention

. PI’G'lU-:.t Eniﬂon;gmg-\i_g AFR ke
+ Operational Efficiency

a Twm DE'JE.IDPNEHT -

SUCCESS METRICS

« NPS. Improverent
o Churn Reduckion
+ Feabure Adaptn

[ cpletian
+ Oboarding Le=p

GOVERNANCE
MATURITY MODEL

e Usage is informal and untracked

e Teams use public or unapproved Al tools

AD HOC

Limited leadership visibility
¢ No formal policies or guidelines

e Awareness is growing
e |eadership recognizes risk

REACTIVE

Initial policy discussions begin
e Responses are reactive

Al GOVERNANCE IN ACTION 27
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GOVERNANCE MATURITY MODEL BUSINESS SOLUTIONS

e Governance foundation in place
STAGE 3 e Policies and guardrails defined
STRUCTURED ¢ Altools approved

e Training introduced

e (Governance integrated into operations
STAGE 4 e Policies applied across functions
SCALED e Roles and responsibilities defined

e Al usage aligned with systems and processes

e (Governance is a competitive advantage
STAGE 5 * Al embedded across workflows
OPTIMIZED e Governance evolves with new tools

e Continuous improvement

THE GOAL IS NOT TO REACH STAGE 5 IMMEDIATELY.
ITISTO MOVE FORWARD WITH CLARITY, WITHOUT
UNNECESSARY COMPLEXITY.

Al GOVERNANCE IN ACTION
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THE COST OF WAITING

Without governance, Al usage can
lead to:

e Poor decisions from inaccurate
outputs

e Duplicate work across teams

e Hidden operational
inefficiencies

These indirect costs can add up
quickly.

Al-related missteps are rarely contained. Without
governance:
e Sensitive customer or supplier data may be exposed
* |naccurate or inconsistent outputs may reach clients
e Confidence in your data and decision-making erodes

Reputational damage is difficult to reverse and may appear
before issues are recognized, impacting customer
relationships, partnerships, and future business.

Al GOVERNANCE IN ACTION
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LOST COMPETITIVE ADVANTAGE

Organizations that delay governance fall behind, not because they aren't using Al, but
because they lack the structure to scale it. Those that implement early scale more
effectively and safely.

OPERATIONAL IMPACT

Without governance:
e Alis used inconsistently

e Data definitions vary across departments
e Qutputs aren't trusted or standardized

RISK EXPOSURE

The longer governance is delayed:

e More data is shared through unapproved tools
* More systems operate outside visibility
e More decisions rely on unverifiable output

Al GOVERNANCE IN ACTION 31
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EXECUTIVE SUMMARY:
5 REALITIES LEADERS MUST
ACCEPT ABOUT Al

e Across every department, Al adoption is advancing regardless of whether
formal approval has been granted.

¢ Unmanaged Al usage introduces significant risks to organizational visibility,
data security, and day-to-day operations.

e Existing IT governance frameworks fall short when it comes to mitigating Al-
specific vulnerabilities.

e Restricting access proves ineffective at curbing adoption — structured
governance, however, unlocks the path to responsible scaling.

e Those organizations that establish pragmatic governance frameworks stand to
realize operational advantages ahead of their peers.

Al GOVERNANCE IN ACTION
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NEXT STEPS

UNDERSTAND YOUR Al EXPOSURE BEFORE IT SCALES
FURTHER

|ldentify governance gaps

Evaluate shadow Al risk

Assess operational exposure

Prioritize next-step controls

Identify Your Current Risks and Next Steps

Book a Session — ‘

Talk through your readiness with an expert.

Al GOVERNANCE IN ACTION 33
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ABOUT CLIENTS FIRST BUSINESS SOLUTIONS BUSINESS SOLUTIONS

ABOUT CLIENTS
FIRST BUSINESS SOLUTIONS

Clients First Business Solutions helps manufacturing and distribution organizations
bring structure, visibility, and control to their core operations.

With deep expertise in ERP systems, data, and business processes, Clients First
aligns technology with how organizations actually operate, from finance and
operations to supply chain.

As Al adoption accelerates, Clients First helps organizations apply governance in a

practical way by connecting it to existing systems, workflows, and data so
innovation can scale without unnecessary risk.

LEARN MORE OR CONNECT WITH OUR TEAM:

https://clientsfirst-us.com/contact

Al GOVERNANCE IN ACTION 34






	AI GOVERNANCE IN ACTION:
	A PRACTICAL FRAMEWORK FOR MANUFACTURING  & DISTRIBUTION LEADERS

	THE AI GOVERNANCE CHALLENGE
	THE REALITY LEADERS CAN’T IGNORE
	AI IS ALREADY EMBEDDED IN YOUR BUSINESS.
	Sales teams use it to draft emails and summarize customer conversations.
	Finance is testing AI for analysis and forecasting. Operations experiments with it to support production planning.
	Real business data is being entered into these AI tools: reports, pricing, customer order history, forecasts.
	This is happening with or without leadership approval, and it is already shaping how your organization operates.


	THE VISIBILITY GAP
	The risk isn't AI itself. It's the lack of visibility.
	AI adoption usually spreads organically, rather than with a structured rollout.
	For example:
	A team leader introduces a tool to speed up reporting
	A team member decides to use it to analyze spreadsheet data
	A co-worker then uses it to draft a customer email
	This is often referred to as shadow AI, which is the use of AI tools across the organization without formal approval, oversight, or governance.
	It becomes embedded in workflows without clear guidelines or risk awareness.


	THE GOVERNANCE GAP
	Many companies have data governance, IT controls, and security policies but lack the structure to manage AI usage.
	AI introduces different risks and fundamentally changes how data is used, interpreted, and shared
	Organizations may not be able to control how data is stored once it's entered into AI
	The ownership of content may be unclear
	AI output may contain errors
	AI risk is not hypothetical. It is already present in daily operations.


	LEADERSHIP WARNING SIGNS
	Employees  use public AI tools without formal  approval
	Sensitive ERP  or customer data is shared externally
	Different  departments use inconsistent AI workflows
	AI-generated  outputs are used without validation

	THE HIDDEN RISKS  OF AI ADOPTION
	AI RISKS EMERGE THROUGH SHADOW AI IN EVERYDAY DECISIONS, OFTEN IN THE NAME OF EFFICIENCY:
	A salesperson enters customer pricing data into an AI tool for a proposal they're writing
	A team member from Operations uses actual internal data to test production scenarios in AI
	A finance analyst uploads an internal spreadsheet to generate a forecast summary
	You no longer know where this data goes or how it may be reused.
	This is especially critical in environments where financial, customer, and operational data intersect.



	DATA LEAKAGE
	Presents the most immediate risk
	No visibility into how data is stored or reused
	May share sensitive data such as:
	Customer order history
	Financial performance data
	Supplier pricing agreements
	Internal reports

	IP EXPOSURE
	AI OUTPUT RISK
	AI is commonly used to create proposals, product content, and process documents
	Unclear ownership of AI-generated content
	Proprietary inputs may be embedded in outputs
	AI outputs can be inaccurate or omit crucial context (known as AI hallucinations)
	Decisions may rely on flawed information
	Risk: Legal and ownership ambiguity
	Risk: Financial and operational impact

	AVOID RISK WITH A STATED AI POLICY
	Employees must never input the following information  into any AI tool:
	Financial Information
	Customer Information
	Proprietary Business Information
	Employee Information
	Legal and Compliance Materials

	General Restrictions:
	Do not input confidential, proprietary, or sensitive data into external AI tools.
	Do not share source code, algorithms, or designs that are part of the company’s IP.
	Do not use AI tools to make autonomous decisions impacting compliance, legal obligations, or financial reporting without human oversight.
	Do not generate content that violates copyright laws, ethical standards, or company values.
	Do not circumvent security protocols or use unapproved AI platforms.


	THE GOVERNANCE FRAMEWORK
	AI GOVERNANCE AS A BUSINESS SYSTEM
	GOVERNANCE IS NOT A DOCUMENT. IT IS HOW RULES ARE APPLIED AND SUSTAINED.
	When governance is clear:
	Teams use AI with confidence
	Leaders approve use cases faster
	Risk is managed consistently across departments
	Decisions no longer stall on uncertainty. Organizations are also better positioned to:
	Meet regulatory expectations
	Build customer trust
	Provide clear, consistent guidance
	This is where governance becomes a competitive advantage. It enables AI to scale across operations, finance, and supply chain without unnecessary risk.


	4 ELEMENTS OF GOVERNANCE
	GOVERNANCE INCLUDES FOUR CONNECTED ELEMENTS: RULES, OWNERSHIP, CONTROLS, AND MONITORING.  IF ANY ARE MISSING IT BREAKS DOWN.
	Rules
	Includes approved AI tools, prohibited/restricted activities, and acceptable data usage – all in clear terms.

	Ownership
	Defines accountability. Clear responsibility is needed for governance. Ownership typically spans Operations, IT, and business leadership.

	Choose Activities That You Truly Enjoy
	To enforce consistency, including approval of tools, access, and data handling standards.

	Always Listen To Your Body Signals
	Tracks how AI is being used and identifies new risks.


	FRAMEWORK: THE FIVE PILLARS
	PILLAR 1:
	POLICY & GUARDRAILS
	PILLAR 2:

	DATA PROTECTION & SECURITY
	PILLAR 3:

	ACCOUNTABILITY & OVERSIGHT
	PILLAR 4:

	TECHNOLOGY & VENDOR CONTROLS
	PILLAR 5:

	TRAINING & ADOPTION
	When these 5 pillars work together:
	AI usage is visible
	Risk is consistently managed
	Teams move more quickly, and with confidence


	THE 5 PILLARS  OF AI GOVERNANCE
	A PRACTICAL GOVERNANCE MODEL COVERS FIVE AREAS, EACH WITH A DISTINCT ROLE. IF ONE AREA IS SKIPPED,  THE GAPS APPEAR:
	PILLAR 1:
	POLICY & GUARDRAILS
	Without clear guardrails, teams make their own rules.



	PILLAR 2:
	DATA PROTECTION & SECURITY
	As AI use continues to grow, this pillar ensures sensitive data remains protected. It should include:
	Rules for handling various types of data
	Preference for AI tools already integrated in the system
	Controls aligned with current security framework
	Sensitive data is shared without control or visibility.


	PILLAR 3:
	ACCOUNTABILITY & OVERSIGHT
	Governance ownership is needed to enforce policies and resolve issues.
	This pillar requires:
	Cross-functional governance team (typically IT, Finance, Operations, Legal)
	Defined roles and responsibilities
	Formal review and response process
	Accountability breaks down.


	PILLAR 4:
	TECHNOLOGY & VENDOR CONTROLS
	A structured approach is required for selecting tools aligned with ERP and operational needs. This pillar includes:
	Approved list of AI tools
	Formal review process for new or proposed AI tools
	Integration standards for core systems
	Unmanaged tools multiply, increasing risk.


	PILLAR 5:
	TRAINING & ADOPTION
	Governance only works if your employees understand it.  This pillar focuses on enabling teams to use AI safely and correctly, not avoid it. It includes:
	Role-based training across departments
	Easy-to-understand guidance, embedded in workflows
	Continuous communication—not a one-time rollout
	Without training, employees either avoid AI or use it incorrectly.


	IMPLEMENTATION  & MATURITY
	APPLYING GOVERNANCE ACROSS THE BUSINESS
	EXAMPLES OF WHERE AI IS ALREADY BEING USED ACROSS BUSINESS FUNCTIONS:
	Sales: Drafts emails, proposals, and customer summaries. Risk increases when order history, pricing, or  deal-specific details are shared outside approved tools.
	Operations: Uses AI for production planning, scheduling, and process optimization. Exposure grows when production data or capacity details are shared.
	Finance: Summarizes reports, forecasts, and financial data. Issues immerse when revenue, cost data,  or margins are entered into  unapproved AI tools.
	Supply Chain: Evaluates vendors, sourcing options, and pricing trends. Vulnerability increases when supplier agreements or pricing are uploaded without oversight.
	In each function, the pattern is the same:  AI is already in use, but without governance, risk is inconsistent and unmanaged.


	IMPLEMENTATION ROADMAP
	AI GOVERNANCE DOES NOT NEED A LARGE ROLLOUT.  A PHASED APPROACH WORKS BEST:

	STEP 1
	STEP 2
	ASSESS CURRENT  USAGE
	IDENTIFY HIGH-RISK  DATA
	Identify existing tools and integrations in use.
	Interview team leads and survey employees
	Document usage and frequency
	Prioritize sensitive data exposure.
	Customer, financial, supplier, and operational data

	STEP 3
	STEP 4
	DEFINE POLICY  & GUARDRAILS
	ENABLE TEAMS  WITH TRAINING
	Keep the policy simple and easy to understand. Focus on:
	Approved tools and restricted use
	Data handling guidelines
	An announcement and policy are not enough.  Ensure teams understand safe AI use and why it matters.
	Short, role-based training and real examples
	What to do if issues arise
	Ongoing communication

	STEP 5
	MONITOR & EVOLVE
	Continuously manage and update governance as it evolves.
	Track AI usage
	Update policies and address new risks

	90-DAY AI GOVERNANCE ROADMAP
	UNDERSTAND YOUR AI EXPOSURE BEFORE IT SCALES FURTHER.
	ASSESS GOVERNANCE GAPS, SHADOW AI RISK, AND OPERATIONAL EXPOSURE.
	First 30 Days Identify AI usage, tools, and high-risk data exposure
	Days 30–60 Define policies, approved tools, and data handling rules
	First 60-90 Days Launch training, ownership structure, and monitoring


	COMMON MISTAKES  TO AVOID
	OVERCOMPLICATING GOVERNANCE
	If governance is overcomplicated, it won't be used. Long policies, excessive approvals, and unclear rules lead teams to ignore them or find workarounds.

	TREATING AI AS AN IT-ONLY INITIATIVE
	It's important to treat AI governance as a cross-functional initiative. The business context is lost when it is treated as IT-only. It also slows down adoption and increases the risk of not being fully understood.


	BLOCKING AI INSTEAD OF ENABLING IT
	Some organizations simply block AI instead of enabling it. This does not stop usage; it just makes it less visible. To reduce risk, it must be enabled and managed.

	IGNORING CHANGE MANAGEMENT
	Governance only works if people understand it. Without adequate communication and training, policies are misunderstood, adoption is inconsistent, and risk remains unchanged.
	The pattern is clear: governance fails when it prioritizes control over enablement. The objective is clarity, so AI can be used safely, consistently, and with confidence.

	COMMON AI RISKS IN  MANUFACTURING & DISTRIBUTION
	GOVERNANCE MATURITY MODEL
	Usage is informal and untracked
	Teams use public or unapproved AI tools
	Limited leadership visibility
	No formal policies or guidelines
	STAGE 1
	AD HOC
	Awareness is growing
	Leadership recognizes risk
	Initial policy discussions begin
	Responses are reactive
	STAGE 2

	REACTIVE
	Governance foundation in place
	Policies and guardrails defined
	AI tools approved
	Training introduced
	STAGE 3

	STRUCTURED
	STAGE 4

	SCALED
	Governance integrated into operations
	Policies applied across functions
	Roles and responsibilities defined
	AI usage aligned with systems and processes
	Governance is a competitive advantage
	AI embedded across workflows
	Governance evolves with new tools
	Continuous improvement
	STAGE 5

	OPTIMIZED

	THE GOAL IS NOT TO REACH STAGE 5 IMMEDIATELY.  IT IS TO MOVE FORWARD WITH CLARITY, WITHOUT UNNECESSARY COMPLEXITY.
	BUSINESS IMPACT & NEXT STEPS
	THE COST OF WAITING
	FINANCIAL IMPACT
	REPUTATIONAL IMPACT
	Without governance, AI usage can lead to:
	Poor decisions from inaccurate outputs
	Duplicate work across teams
	Hidden operational inefficiencies
	These indirect costs can add up quickly.
	AI-related missteps are rarely contained. Without governance:
	Sensitive customer or supplier data may be exposed
	Inaccurate or inconsistent outputs may reach clients
	Confidence in your data and decision-making erodes
	Reputational damage is difficult to reverse and may appear before issues are recognized, impacting customer relationships, partnerships, and future business.


	LOST COMPETITIVE ADVANTAGE
	Organizations that delay governance fall behind, not because they aren't using AI, but because they lack the structure to scale it. Those that implement early scale more effectively and safely.
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