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[bookmark: _Toc228179316]1. Executive Summary
This report examines the risks that come with the expansion of artificial intelligence (AI) in Tesco, a UK-based multinational retail firm. It is based on Tesco’s activities in the United Kingdom (UK) and the United States (USA). The report discusses four areas that include regulation, data governance, ethical AI, and customer trust. The results indicate that regulation has a significant impact on the use of AI. The UK has a well-organised system in the form of UK GDPR and associated legislation, whereas the USA has a disorganised, state-based one. This poses a challenge to Tesco since it has to abide by varying laws in different regions. To prevent penalties and safeguard the reputation of the company, it needs to comply properly. Data governance is singled out as a key pillar of AI systems. Tesco is a company that depends on the mass data of customers via its operations and loyalty programmes. Such risks may include information breaches and misuse of data due to poor data management. Good governance guarantees data accuracy, security, and appropriate use, which are fundamental to trustworthy AI performance. The other important issue is ethical AI. The problems of bias, the absence of transparency, and poor accountability may lead to unfair results. Those risks have the potential to tarnish the name of Tesco and diminish the trust of stakeholders. The UK, as well as the USA, advocates ethical AI by principles and guidelines, yet it is upon companies to ensure that they employ these practices most effectively. There is a close connection between customer trust and the use of AI. Trust relies on transparency, fairness and data security. Clearly, customers demand to receive information and control their personal data. Loss of trust may have a detrimental impact on customer loyalty and business performance. To sum up, the report demonstrates that AI can be of great help and also poses serious risks. These are risks that are interrelated and that need a concerted effort. Tesco needs to reinforce its regulatory compliance, data governance, ethical behaviours and customer engagement. In such a way, the company will be able to minimise risks, gain trust, and attain sustainable growth in a competitive digital environment.


[bookmark: _Toc228179317]2. Introduction
Artificial intelligence (AI) is emerging as one of the major components of business today. Nowadays, many organisations leverage AI to make decisions, cut expenses, and enhance efficiency. AI is able to process extensive amounts of data, automate, and improve the customer experience. Consequently, AI technologies are receiving more investment from multinational companies. Nonetheless, there are also threats that are posed by the rapid development of AI that have to be mitigated. The report is about Tesco plc, the major UK-based multinational retailing firm. Tesco is a company in the grocery, clothing, and financial services sectors. It is well established in the United Kingdom and also has interests in other global markets, such as the United States. Tesco also applies AI in its demand forecasting, supply chain optimisation, pricing strategies and customer analytics via its Clubcard loyalty programme (Iaia et al., 2024). These applications assist Tesco in being efficient and satisfying customers. Yet, they also expose data-use risks, regulation and ethical risks. This report is aimed at examining the risks involved in the development of AI in Tesco’s operations. These are analysed under four main aspects, which include regulation, data governance, ethical AI and customer trust. These spheres matter as they have a direct impact on the functioning of AI systems and their perception by the stakeholders. The report is a comparison of the regulatory and operating environment of the United States (USA) and the UK. This comparison is significant since multinational companies need to change in accordance with various legal and cultural requirements (Krugman, and Wells. 2018). An AI system is driven by data. Tesco gathers extensive information regarding its customers in the course of operation and in its loyalty programs. This information is applied to personalise the offers, inventory management, and services. But the application of this type of data brings into question privacy, security, and compliance. Data governance should thus be strong to make sure that data is dealt with in a responsible manner and according to the law (Sloman, and Jones, 2020). The UK GDPR and the Data Protection Act 2018 are frameworks that, in the UK, regulate the use of AI and data. The laws are aimed at safeguarding personal information and transparency. The strategy is more sector-based and flexible in the USA. Laws like the California Consumer Privacy Act (CCPA) and recommendations by the Federal Trade Commission (FTC) influence the application of data and AI by companies. This brings disparities in the manner in which Tesco has to run its operations in the regions. In some cases, AI systems may give biased or unfair results if the data utilised is not balanced. Transparency is also a concern, with numerous AI systems being hard to describe. Firms should make certain that their AI solutions are transparent, responsible and reasonable. Customers want their information to be secure and utilised in a responsible manner. When lost, it may have an influence on brand reputation and the performance of the business. In the case of Tesco, its high number of customers and use of data-driven strategies make it vital to uphold trust. The report is consultancy-based and is a secondary research. It will focus on offering practical ideas and suggestions. On the whole, it will demonstrate how Tesco can be able to address AI risks without compromising performance and trust.


[bookmark: _Toc228179318]3. Main Body
[bookmark: _Toc228179319]3.1 Regulatory Analysis Related to AI
One of the most important aspects of regulating the risks of artificial intelligence (AI) in MNCs is regulation. With the increased use of AI in business processes, governments are establishing legislation and regulations to regulate data collection, processing and usage. In the case of Tesco, which operates in both the United Kingdom (UK) and the United States (USA), regulation poses opportunities and challenges. The company will have to operate within the various legal regimes and also be able to run efficiently (Jham et al., 2023). The regulation of AI in the UK does not rely on any specific AI legislation, but on the existing data protection legislation. The most significant are the Data Protection Act 2018 and the UK General Data Protection Regulation (UK GDPR). These laws force companies to handle personal information in a lawful manner, ensure transparency, and safeguard individual rights. Tesco needs to articulate the nature of its customer-data utilisation, particularly with its Clubcard system, and has to seek the appropriate consent from users (Yunxia et al., 2026). The UK government has decided to adopt a regulatory strategy towards AI that is flexible and open to innovation. It does not introduce strict AI laws but offers directions by regulators like the Information Commissioner’s Office (ICO). This would motivate businesses to be innovative and, at the same time, accountable. But the absence of one AI law can confuse. Businesses might struggle to comprehend the application of various regulations to various AI uses.
Recent statistics indicate that data protection laws are being increasingly enforced in the UK. In 2023, the ICO punished different companies more than 12 million GBP due to data breaches. More so, over 11,000 data security breaches were also reported within the same year. These numbers show that regulatory bodies are on the hunt to keep a check on companies and act when appropriate (Mouloudj et al., 2026). In the case of Tesco, this implies that non-compliance will lead to fines and a tarnished image. In comparison, the USA is more fragmented and sector-based in its regulation. No federal law is similar to GDPR. Rather, various legislations are applicable based on the industry and state. The California Consumer Privacy Act (CCPA) is one of the most crucial laws that provides consumers with rights to their personal information. These are the right to access information on the data collected and the right to request deletion. Regulatory organisations like the Federal Trade Commission (FTC) are also used in the USA to implement regulations regarding data protection and AI. The FTC aims at the prevention of unfair or misleading practices (Loske, and Klumpp, 2021). It has become more concerned about AI-related risks, such as data misuse and algorithmic bias, in recent years.
Statistics indicate that the enforcement of regulations in the USA is also increasing. The FTC has also fined more than 5.7 billion USD for consumer protection law breaches and data privacy regulations breaches. Besides, some companies have been taken under custody due to the misuse of data and information of the customers and a lack of transparency in using AI. It proves that despite a shortage of laws, law enforcement is still strict (Albaheth, 2025). The other significant change in the USA is the proposal of the AI Bill of Rights in 2022. The principles described in this framework include safe and effective systems, data privacy, and algorithmic discrimination protection. It is not a binding law, but it offers guidelines to AI-using companies. It promotes responsible business practices and the social consideration of technologies by businesses. Regulations on the state level are also growing. Indicatively, California broadened its privacy statutes by the California Privacy Rights Act (CPRA), which became effective in 2023. Such laws have been proposed by other states like Virginia and Colorado. This makes the regulatory environment complicated, with firms having to abide by several state regulations (Jingyi Zhang, 2025). One of the main differences between the UK and the USA is the standardisation. UK GDPR provides a more unified system in the UK, whereas the USA has numerous laws in states and sectors. In the case of Tesco, it implies that when it operates in the USA, it has to be attentive to various regulations. The company needs to modify its data practices according to the state where it operates.
In 2023, a large US retailer was sued due to its inability to adequately inform customers about the use of their data through its recommendation system powered by AI. The result of the case was a multi-million dollar settlement and an obligation on the part of the company to enhance its transparency policies (Manikyamba et al., 2022). This case demonstrates the possibility of both monetary and reputational damage in the case of noncompliance. Tesco’s Clubcard system gathers specifics of customer behaviour. As much as this may give useful insights, it also intensifies the regulatory risk. In the UK and the USA, the company should make sure that the data is gathered consensually and is utilised in a legally appropriate way. The AI systems frequently demand the sharing of data among nations. But there are varying regulations on data transfer across regions. There are some safeguards that facilitate the transfer of data in the UK, and the USA is based on agreements like the Data Privacy Framework agreement with the EU and the UK (Knudsen et al., 2025). Business organisations should make sure that they have proper security systems whenever they are sending information to a foreign country. In the UK GDPR, businesses may be fined up to GBP 17.5 million or 4% of their annual turnover worldwide. Penalties in the USA are different depending on the law, yet may also be in millions of dollars. Besides fines, the companies can also incur legal expenses and loss of customers. The regulatory environment for business is changing at a rapid pace. Governments are revising the laws to cope with the new challenges posed by AI. Regulators in the UK are coming up with more specific guidance on the use of AI. In the USA, a discussion is underway regarding implementing a federal AI law. This implies that businesses have to keep pace and change their strategies constantly (Sanseverino, 2024). In the case of Tesco, the issue of dealing with such regulatory differences is a significant challenge. The firm needs to develop its AI systems to suit the best in all regions. This can include enacting more stringent policies that meet both the UK and US standards. Although this makes it more expensive, it will reduce risk and enhance compliance.
So, throughout the discussion, it can be said that the regulatory analysis is becoming more complex and important for businesses day by day. The UK has a structured and flexible framework, whereas the USA is fragmented and sector-based. According to recent statistics, there is an increase in enforcement and the penalties in both areas (Kharisma, and Hunaifa, 2023). The implications of non-compliance are pointed out by real-world examples. In the case of Tesco, regulatory management is vital in minimising the risk, ensuring legal compliance and sustaining customer trust.
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One of the major components of artificial intelligence (AI) systems management in multinational companies is data governance. It can be defined as the gathering, storage, processing, sharing and safeguarding of data within organisations. With Tesco, the issue of data governance is particularly significant, as the company depends on customer data immensely in its operations and loyalty programmes like Clubcard.  The operation of AI systems requires huge amounts of data. Tesco manages its supply chain, forecasts demand, optimises prices, personalises marketing, and uses the data to manage this. Nevertheless, the output of AI is dependent on the quality of the input data (Suorsa, and Helo, 2026). The outcomes of the AI systems will also be unreliable in case the data is false or incomplete. This necessitates data governance in the quest to ensure efficiency and operational risk reduction.
Recent statistics indicate that there is an upward trend in the data governance issues around the world. Over 3,200 publicly reported data breaches occurred in 2024 around the world, impacting over 350 million people. This indicates that data protection is a significant issue for organisations. Also, there is an increased creation of data globally. It is projected that over 180 zettabytes of data will be produced by 2025, and it puts more strain on businesses to handle data efficiently Singh et al., 2026). Tesco needs to expend a significant amount of money on managing bad data. In 2024, the mean cost of a data breach was about 4.88 million, the most expensive to date. This expense encompasses fines imposed by the law, repairing systems, and business loss. In the case of retail corporations such as Tesco, where a large amount of data is collected about customers, financial risks are even more significant because of the size of the business operations. One of the primary reasons for data breaches is due to human error. Statistics show that weak passwords, unplanned data disbursement or violation of protocols have resulted in almost 74% of data breaches in 2023 (Mojtaba Norozi, Morteza Piri and Mohamadreza Zahedi 2026).  This points out that data governance is not a technical problem, but an organisational one as well. The employees should be trained to treat data in a way that is responsible.
Another significant aspect of data governance is cloud computing. Cloud systems are widely used in many companies to store and process data to enhance efficiency. Security incidents related to the cloud have been on the rise by more than 25% in 2023 and 2024, primarily because of misconfigurations and insufficient access controls. In the case of Tesco, which operates on the basis of digital infrastructure, cloud security control is a significant aspect of data governance (Verma et al., 2025). Data governance in the UK and the USA are different. The UK has a set of rules about how companies handle data, with the UK GDPR directing data governance in the UK. Tesco needs to make sure that personal information is gathered in accordance with the law, and used for a certain end, and not to be accessed by unqualified personnel. The rights of the customers are also provided, including the right to access their data and the right to request deletion. In the USA, data governance is more decentralised. Consumer protection laws like the California Consumer Privacy Act (CCPA) and California Privacy Rights Act (CPRA) provide rights to the consumer regarding their data, but these acts are state-wide. There is no national template, even though other states have introduced similar laws (Sebastian, 2022). This presents a problem to businesses such as Tesco since they will have to abide by various regulations in various states.
Weak security controls and a lack of monitoring of third-party vendors caused the breach. This led to the company being sued and paying millions of dollars in restitution. The poor governance in this case demonstrates that improper governance may result in severe financial and reputational losses. A second instance is the growing questioning of customer loyalty programmes. These programmes help retailers obtain specific information regarding customer behaviour. But regulators worry over the utilisation of this data. Companies have been cautioned in the UK to be transparent about loyalty schemes (Broeders, 2021). Tesco’s Clubcard programme gathers high volumes of information, and this factor prompts the company to ensure high governance practices. Tesco has a presence in various areas, and its AI applications usually demand the transfer of information between countries. Nonetheless, the transfer of data between the UK and the USA should be in accordance with certain legal provisions. When data is transferred to other countries, companies should make sure that it is secured. The inability to comply with such requirements may lead to litigation. Numerous companies do not remove information that is not necessary, which predisposes more breaches (Jingyi Zhang, 2025). Lifecycle management ensures that data is stored as long as required and is safely deleted when it is not needed.

Another risk that is increasing is the third-party risk. The businesses tend to outsource data storage and processing to external vendors. But the number of breaches by third parties was also up by more than 20% in 2024. This demonstrates that corporations have to make sure that their associates adhere to the same data control norms. Tesco should take pains to pick and keep watch on its vendors to mitigate risks (Loske, and Klumpp, 2021). It is also significant how fast data breaches can be detected. On average, it took more than 270 days in 2023 to detect a data breach by MNCs. In the case of Tesco, data governance is crucial to underpin its AI systems and customer trust. This company deals with volumes of sensitive information, and any failure would have dire consequences. Good governance can be used to facilitate adherence to UK and US regulations, enhance the quality of data used and lower risk. Summing up, data governance plays a pivotal role in addressing AI risks. Recent statistics indicate that data breaches are becoming more and more frequent and expensive. The biggest causes of risk are human errors, cloud infrastructure and third-party vendors (Cremer et al., 2022). An example of the negative impact of bad governance is provided here. The UK offers a more organised system, whereas the USA offers a more disjointed system. In the case of Tesco, this information needs to be managed across these regions, which means that it should have good policies, ongoing monitoring and a dynamic approach to it.
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The responsible and ethical use of artificial intelligence systems is called ethical AI. It is aimed at making sure that AI is working in a transparent, non-biased, and accountable manner. Ethical consideration matters significantly as Tesco is now relying more on AI for setting prices of its products, setting target customers and making supply chain decisions. Its presence in the UK and the USA further complicates the matter, since the expectations and regulatory practices vary among regions (Eijkelenboom, and Nieuwesteeg, 2021). Bias is one of the primary ethical issues of AI. AI systems are trained on historical data, and when this data is biased, it will be replicated by the system and, in some cases, increased. This may have an impact on product price, different offers and product suggestions. As an illustration, AI may unknowingly discriminate against some groups of customers over others based on previous buying behaviour. It may result in unjust treatment and possible discrimination. The statistics of recent years indicate the prevalence of this problem. Since 2021, research indicates that approximately 40-50 percent of the AI systems exhibit a degree of bias, particularly when it comes to decision-making applications. Moreover, a 2023 survey revealed that a majority of organisations (more than 65%) report bias as a key threat when implementing AI. These statistics indicate that ethical issues are not uncommon but popular in every industry (Cartwright et al., 2023). An example of a real-life application is the AI-based pricing schemes employed by retailers. The past few years have seen some businesses being accused of using their dynamic pricing algorithms to provide varying prices to varying customers on the basis of behaviour and location. This enhances profitability, but it brings about moral issues of fairness.
When Tesco implements such AI strategies, it should make sure that its prices are reasonable and not target vulnerable customers (Nong et al., 2025). A significant number of AI systems are black boxes, i.e. it is not easy to comprehend the way the decision-making process works. This poses a problem for the customers and regulators. When a customer is given a certain offer or is left out of a promotion, he may not know why. Insufficient transparency may decrease the level of trust and suspicion (Ryan et al., 2024). According to statistics, approximately 60% of AI-based companies are faced with the problem of explainability, i.e. failing to completely understand how their systems make decisions. This is of great concern, particularly in customer-facing sectors such as retail. There is no clear explanation of how accountability and fairness can be assured. The UK and the USA have diverse approaches to AI ethics. Ethical AI in the UK is not regulated by strict laws but by principles. The values that the UK government encourages include safety, accountability, transparency and fairness. Such principles are backed by organisations such as the Information Commissioner’s Office (ICO). Nevertheless, they do not necessarily have legal status, and this provides greater freedom to the companies (Kim, and Lee, 2021). By contrast, the USA adheres to a principle-based approach as well, but with a growing regulatory focus. In 2022, the AI Bill of Rights was introduced to give an ethical guideline to AI usage. It encompasses such principles as protection against algorithmic discrimination and the right to privacy of data. Even though it is not a legal requirement, it creates guidelines for companies in the US market. Also, other agencies such as the Federal Trade Commission (FTC) are vigilant on AI practices and are acting against unfair or misrepresentative use.
In cases where the decision made by AI systems is involved, it may be hard to know its owner. This ambiguity may bring about legal and ethical problems. To Tesco, there is a need to have explicit accountability of AI decisions and, in particular, customer decisions. According to statistics, merely 30% to 35% of organisations have accountable structures of AI systems. It is an indication that ethical risks are not completely addressed by most firms (Hunt et al., 2022). The lack of accountability makes it more difficult to rectify the mistakes and avoid future problems. Privacy is another vital concern of ethical AI. Tesco has been gathering extensive customer information with its Clubcard programme and online platforms. This information is employed to personalise offers and enhance services. Nonetheless, customers might be uneasy when they suspect that their information is being exploited beyond reasonable limits or without their consent being obtained. A survey conducted in 2024 reveals that nearly 70% of total customers are unhappy with the personal data used by different companies through AI. This implies that the awareness and concern amongst the population are high. Customers demand that companies be responsible with their data and safeguard their privacy. Retailers like Tesco now use AI for providing customer services, giving descriptions about the products and creating marketing-related content (Nong et al., 2025). These systems may lead to misleading and incorrect information at times, though. In 2023 and 2024, a number of companies were subject to criticism due to their AI systems producing false or inappropriate content. This underscores the importance of keen monitoring and control. There are third-party AI systems that pose ethical risks as well. Tesco can outsource AI tools and data processing. Nevertheless, the ethics of these vendors are not always the same. Research indicates that more than a quarter of risks associated with AI are related to third-party systems. This implies that firms need to consider their partners (Sattari et al., 2022). Issues of ethical AI are addressed by training and organisational culture. Workers need to be familiar with AI functionality and aware of the possible dangers. Even effectively designed systems can be hacked and used for negative purposes. So, the company should build an ethically strong culture. In the case of Tesco, ethical AI is crucial in safeguarding its brand image. Any moral negligence may result in social disapproval and distrust. As an example, prejudiced advice or discrimination in prices may ruin the relationships with customers (Molitor et al., 2023). To sum up, ethical AI is one of the greatest challenges facing multinational companies. Such problems as prejudice, absence of transparency, low accountability, and privacy are serious risks. Both the UK and the USA encourage ethical AI, although predominantly by guidelines instead of laws. The recent statistics indicate that ethical issues are prevalent and growing. The consequences of low ethical practices are illustrated in real-life examples. In the case of Tesco, these concerns will need to be dealt with in order to be fair, to keep trust and to help succeed in the long-term.


[bookmark: _Toc228179322]3.4 Customer Trust in AI
One of the most important aspects of artificial intelligence (AI) adoption success in multinational companies is customer trust. Trust defines perceptions of the customers toward a company and whether they will share their data and keep using its services. In the case of Tesco, where the company depends on customer data in its Clubcard programme and online services, it is crucial to stay trustworthy. This is compounded by the fact that the company operates in the UK and the USA, with the expectations of customers as well as the regulatory systems being different in both regions (Hunt et al., 2022). AI is a common application in retail, where it can be used to personalise services, suggest products, and enhance customer experience. Tesco applies AI to study the shopping behaviour, offer relevant offers, and manage prices. Although these applications are efficient and convenient, there is a concern about the use of customer data. This may reduce trust when customers get the impression that their data is being abused or gathered without their explicit approval.
According to surveys that were conducted in 2024, approximately 68% of consumers are concerned about how their personal data is used by companies. Moreover, over 60% of customers said that they would cease to use a company if they believed that their data was not processed properly (Hennighausen et al., 2025). These statistics demonstrate the extent to which trust is connected with data practices. One of the most significant elements in establishing customer trust is transparency. Customers demand that companies provide clear information on how AI systems operate and the use of their data. Transparency may lead to misunderstanding and mistrust. Though AI is running very fast and becoming one of the core components of business communication, over 55% of businesses still face problems while communicating with customers (AI Bofill et al., 2022). This implies that most companies are failing to meet the expectations of their customers satisfactorily. In the case of Tesco, issues related to communication can be used to enhance trust by enhancing communication regarding the use of AI. 
The UK and the USA deal with customer trust differently through regulation and business practices. In the UK, different laws like the UK GDPR ensure the protection of data. These regulations make companies open and provide customers with control over their personal data. The rights of customers include getting access to their data, as well as demanding its removal. It helps in creating a trustworthy environment for the partners (Lu, 2022). In the USA, it is more market-based and less centralised. Similar rights are enshrined in laws like the California Consumer Privacy Act (CCPA) that are primarily state-based. This leads to customer trust not being based on a single national framework but rather on the practices of companies. This implies that Tesco will have to implement coherent policies in different states in order to remain trustworthy (Engineering, 2023). Another determinant of trust is data security. Customers want their personal data not to be compromised in terms of breaches and cyberattacks. When the company in question fails to safeguard data, trust can be eroded in no time. The number of people impacted by data breaches in 2024 was hundreds of millions of people across the world, so they are not uncommon.
Customers desire to be treated as equals and without discrimination. It should not be the case that AI systems involved in pricing or promotions are biased against some groups (AI Bofill et al., 2022). As an illustration, when Tesco’s pricing algorithm has better discounts for certain customers and leaves other customers without an obvious explanation, it can be considered to be unfair. This may decrease assurance and result in customer dissatisfaction. Customers desire to be able to control their data and its application. This involves the capacity to consent, revoke consent and control their preferences. Research indicates that more than 70% of buyers like to patronise businesses that provide them with complete access to their personal information. This can enhance the amount of loyal and potential customers (Tang, and Li, 2026). Consistency is another aspect that is significant. Tesco should make sure that it has the same data practices in the UK and the USA. Policy variations may confuse and decrease trust. An integrated strategy makes customers feel secure, wherever they are. The companies should be on the frontline to educate customers on the benefits of AI to them. As an illustration, Tesco can provide an explanation of how personalised offers will help customers save money or it will enhance their shopping experience (Molitor et al., 2023). Efficient and direct communication will assist customers in knowing the worth of AI and alleviate fears. When companies use AI responsibly, customers would be more inclined to trust them. Fairness, transparency, accountability, and other ethical practices directly affect the perception of customers. By acting responsibly, Tesco will be able to enhance its brand image.
Another way through which AI influences trust is in customer service. The use of chatbots and automated systems has become very popular in many companies. Though these systems enhance efficiency, they may diminish trust when they fail to give the correct or useful responses. Customers do not lose their human touch, particularly on complicated matters. Tesco needs to be able to strike a balance between automation and human assistance (Zhang, 2021). The trust is also influenced by social perception and the media. Bad news concerning data abuse or AI malfunctions can easily be disseminated and influence the opinion of the population. Companies should be ready to react to such cases and be transparent. In the case of Tesco, retaining customer trust is a key to success in the long run. The company is in a very competitive retail environment, with several options for customers. Trust has a direct impact on customer loyalty, engagement and brand image (Chow, 2022). Finally, customer trust is one of the issues of AI usage. It is affected by the transparency of using AI, data security, transparency, fairness, and the level of control by the customers. The UK has a systematised legal framework, whereas the USA depends more on the practice of the company and state legislation. The latest statistics indicate that consumers are becoming more worried about the use of their data and privacy. In the case of Tesco, trust can only be established by being consistent, transparent and accountable in all its operations.
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This report has discussed the threats of the proliferation of AI in Tesco, with reference to its business in the UK and the USA. The analysis has been framed in four major areas: regulation, data governance, ethical AI, and customer trust. These domains are tightly related to each other and jointly reflect the primary issues which become relevant due to the rising popularity of the use of AI in business. The UK has a more structured approach in the form of data protection laws, including UK GDPR, which is backed up by regulatory guidance. However, the USA is more decentralised and sectoral, and varies in state laws. This disparity poses a challenge to Tesco, which needs to act within different regulatory frameworks. It has been shown that not only is compliance a legal requirement, but also a strategic challenge because non-compliance may result in fines and a tarnished reputation. AI systems are reliant on massive amounts of data, and the quality, security, and control of this information directly influence the results. The challenge is even greater because of data management in various regions. This helps to argue that robust data governance is critical when it comes to compliance and effective AI performance. Bias, lack of transparency and weak accountability are among the ethical issues of AI that have been discussed. Such problems may result in an unjust situation and decrease the trust in AI systems. The UK and USA comparison reveals that both territories promote ethical AI, yet primarily based on principles, not legal regulations. Tesco should be accountable in making sure that its AI systems are fair and transparent (Johnson et al., 2020). Trusts rely on the ability of businesses to process data and communicate with clients, as well as on their systems being fair. It has been discussed that customers are becoming more conscious about the use of their data and demand more openness and control. The differences between the UK and the USA also play a role in the way the building and maintenance of trust occurs. The discussion endorses the thesis that to achieve business success over the long term, one must hold on to trust (Caruso et al., 2023). All in all, the report shows that AI is a valuable asset but poses some critical risks that need to be effectively controlled. The four discussed areas are interconnected such that having weaknesses in one area may influence others. To illustrate, ineffective data governance may cause ethical concerns, which subsequently may harm customer confidence and cause regulatory repercussions. To sum up, Tesco should implement a comprehensive and active strategy to address AI risks. The company can be responsible when it comes to AI by making sure that it is in compliance with regulations, enhancing data governance, tackling ethical issues and ensuring that it does not compromise customer trust. This strategy will not only minimise risks but will also facilitate sustainable growth and a competitive edge in a business world that is becoming more digital.
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