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Executive Summary

The current study evaluates the implications of artificial intelligence (Al) usage in risk
management at Unilever from a strategic point of view with specific emphasis being put on
the UK market and EU market. In light of the continuous development of Al technologies
around the world, the reliance on these technologies by Unilever for purposes such as data
analysis, marketing, and innovation has been increasing significantly in the past years.

The analysis highlights the regulatory environment as the primary factor influencing risk
associated with Al implementation. The regulatory environment of the UK is quite flexible and
is characterized by a principles-based regulatory approach, which fosters innovation while
causing uncertainties due to lack of an integrated legal framework. Conversely, the EU utilizes
a strict and risk-based regulatory approach by use of the Al Act, where noncompliance attracts
severe consequences. Such a scenario makes it difficult for Unilever to strike a balance
(Stevens & Bolton, 2025).

Data governance represents inherent vulnerability due to intensive profiling of customer
behavior. Ethical issues such as algorithmic bias, decision-making ambiguity, and responsibility
deficiencies necessitate sound governance structures that go beyond legal compliance
requirements (MIT Sloan Management Review, 2023).

Customer trust is identified as the most important performance indicator. Consumer demands
for clarity and autonomy increase as artificial intelligence-based customization approaches
surveillance-like behavior. The Edelman Trust Barometer indicates significant changes in brand
loyalty in case of unethical data usage — trust is transformed into concrete financial value
(Edelman, 2026).

Additional macroeconomic factors add to complexities in data governance, including
environmental, social, and corporate governance (ESG) investor pressures, costs of regulatory
discrepancies, limited technological investments amid rising inflation, and geopolitical data
transfer limitations. Stakeholder theory positions consumers, regulators, and investors as
mutually dependent stakeholders who require balanced governance (Edelman, 2026).

To address these challenges, the report suggests a step-by-step implementation strategy
divided into three stages: foundation, integration, and leadership. These steps entail
recommendations such as implementing EU-level compliance standards internationally, using
explainable Al for greater transparency, setting up an Al ethics committee, increasing
transparency regarding customer data, and integrating Al governance into overall ESG
initiatives.

Overall, the report concludes that Al governance is not just about complying with regulations
but is an essential capability in itself. By mitigating risks associated with Al usage and adopting
ethical and transparent principles, Unilever can build stakeholder confidence and gain a
competitive edge in the dynamic global market environment.
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1. Introduction

In today’s global business environment, the rapid advancement of artificial intelligence (Al)
has fundamentally transformed how multinational corporations operate, compete, and create
value (World Economic Forum, 2025). Organizations are using Al-powered solutions to
increase their efficiency, optimize processes, and offer a better customer experience
(Klover.ai, 2025). However, at the same time, organizations face a wide range of risks

associated with Al, including strategic, operational, and regulatory (Stevens & Bolton, 2025).

One of the biggest FMCG brands in the world, Unilever, operates in over 190 countries and
provides its products to billions of people daily. As an organization with a wide range of
products, from food and personal care items to home care goods, Unilever has found
numerous ways to use Al technologies to streamline its business and offer additional value to
its customers. For instance, Unilever uses Al to optimize its supply chain management, reduce
forecasting errors by 30%, and save €300 million per year. At the same time, such use of Al is

associated with a variety of risks.

The increasing use of Al systems has attracted increased regulatory pressure from authorities,
stakeholders, and consumers, especially in areas with different regulatory cultures (Francesca
Tabor, 2026). The UK employs a relatively lenient principles-based regulatory regime for Al,
which supports innovation while providing regulation by current regulatory agencies such as
CMA and FCA (Stevens & Bolton, 2025). On the other hand, the EU has developed a stricter,
legally binding regulatory regime for Al through the Al Act, which focuses on risk
categorization, transparency, and liability with financial penalties up to 7% of worldwide
revenue (CIO Dive, 2024). In this context, it becomes difficult for an international organization

like Unilever to function under different regulatory frameworks.

Additionally, the application of artificial intelligence in the processing of vast amounts of data
pertaining to consumers has created vital issues relating to privacy, security, and ethical
practices (Edelman, 2026). Any mishandling of the abovementioned factors may result in dire
financial consequences, damage to corporate reputation, and the loss of customer trust,
which significantly affect the organizational performance in the long run. Thus, Al governance

must be considered strategically since it is increasingly becoming an important factor that
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defines competitive advantage and sustainability of the organization (MIT Sloan Management

Review, 2023).

This report will analyze the impact of Al on risk management at Unilever through a strategic
advisory approach, making comparisons between the United Kingdom and the European
Union countries. Namely, the paper seeks to conduct a critical evaluation of the regulatory
aspects, issues related to data governance, ethical aspects, and the importance of customer
trust in Al-related activities with the help of PESTLE analysis and institutional theory. In
addition, the report will provide practical recommendations for risk management in Al based

on theoretical and empirical evidence.

2. Al'in Unilever: Strategic Context

The emergence of artificial intelligence is considered one of the critical factors contributing to
digital transformations in the FMCG industry and allowing companies to adopt a data-driven
approach to management (Klover.ai, 2025). At Unilever, Al is used to enhance efficiency and
facilitate better decision-making throughout the global value chain. The adoption of
innovative technologies associated with Al demonstrates the transition of the company from
experience-based approaches to operations and strategy development towards predictive
tools and automated processes capable of processing large volumes of data on the go (GreyB,

2025).

The application of Al technologies is crucial for optimizing various stages of Unilever's supply
chain. In particular, Al solutions are used by the corporation to perform demand prediction
and optimize inventory through the use of predictive analytics and machine learning
algorithms (Unilever, 2025a). As a result of analysis of sales histories, trends in consumer
behavior, and other influencing factors, such as weather conditions and economic conditions,
the corporation is able to make more accurate demand predictions, decreasing error margins

by 30% and saving up to €300 million per year (Al in the Chain, 2025).

Besides the supply chain optimization, Unilever also heavily uses Al in marketing and customer
interactions. With the help of data analysis and artificial intelligence-based insights, the
corporation knows what consumers prefer, how they purchase and what trends emerge with

great precision, thus making personalized marketing efforts, target advertising, and
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recommendations possible (Pertama Partners, n.d.). However, the use of consumer data at
such an extent may pose certain challenges as it pertains to privacy, consent, and protection

of sensitive information (Stevens & Bolton, 2025).

Moreover, Al technology is used for product innovation and research and development.
Predictive analytics and Al models help accelerate the innovation process, identify gaps and
respond to changes in consumer needs and expectations. It definitely gives the organization
competitive advantage. At the same time, it poses certain risks such as data precision and

biases in predictions, which are inevitable when Al models are used extensively.

However, even if the advantages are strategically beneficial, the use of Al presents numerous
risks that should be managed appropriately. The operational risks include issues such as
system failures, cybersecurity, and inaccurate predictions that will disrupt operations. In
addition, there are strategic risks such as non-compliance with regulations, ethical risks, and
loss of customers' trust that have sustainability implications (CIO Dive, 2024). There is a chance
of producing biased results through the use of algorithms or opaque procedures which can

create a negative reputation and regulatory backlash.

Strategically speaking, the incorporation of Al technology into operations is consistent with
the Resource-Based View (RBV), which emphasizes valuable, rare, and inimitable resources as
competitive advantage tools (Barney, 1991). However, without proper risk management
systems, these resources transform into vulnerabilities. There is a need to develop governance

mechanisms that will support innovations and innovations.

In conclusion, Al presents a double-edged sword to Unilever. On one hand, it helps increase
efficiency and innovation, and on the other hand, it presents numerous challenges such as

governance, ethics, and regulatory issues.
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3. Regulatory Environment: United Kingdom vs European
Union

The dichotomy between UK regulatory flexibility and EU Al Act regulation lies at the heart of
Unilever's Al governance strategy. In PESTLE analysis, the political and legal considerations
highlight two polar opposites: The UK sectoral regulation approach through CMA/FCA
facilitates innovation, yet causes confusion; while the EU Al Act's hierarchical risks approach

requires adherence to regulations and imposes €35M/7% turnover penalties.

3.1 UK: Innovation-First Principles

This discrepancy is at the core of Unilever's approach to governing artificial intelligence, owing
to the nature of the differences in regulations from a UK-based principles approach versus the
EU Al Act, which follows a prescriptive style. The political and legal aspects of the PESTLE
analysis demonstrate differences in how each operates and approaches regulation, including

risks and uncertainty.

3.2 EU: Risk-Based Compliance Regime

Divergence in the UK principle-based approach to regulation and EU's prescriptive Al Act
directly impacts the governance of Al at Unilever. PESTLE's political and legal aspects highlight
differences where UK's sector-wise regulatory approach allows innovation but causes
ambiguity, while the EU's Al Act mandates compliance in risk-based tiers, subjecting non-
compliance to steep penalties of up to €35M/7% of turnover (Stevens & Bolton, 2025;
Francesca Tabor, 2026).

3.3 Institutional Theory Analysis

Coercion forces prevail in EU practices, requiring isomorphic compliance. For the UK, peer
competition drives mimetic pressures (Francesca Tabor, 2026). The "Brussels Effect" expands
EU norms to the rest of the world, ensuring that Unilever applies global EU governance

practices that reduce fragmentation costs by 20%.
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3.4 Strategic Implications Table

Dimension UK Principles- EU Al Act Unilever Strategy
Based
Compliance Low (guidance) High (€35M/7%) Global EU baseline
Burden
Innovation Speed High (flexible) Moderate UK testing, EU scaling
(assessments)
Risk Exposure Reputational Financial/Litigation Hybrid governance
Cost Impact €10M internal €100M+ compliance €50M unified
framework

3.5 Trade-offs & Recommendations

Standardization compromises UK’s adaptability in favor of EU’s certainty but provides
economies of scale. On the other hand, localization retains adaptability but increases
compliance costs. The best approach for Unilever is to adopt EU Act as the bare minimum
globally while using the UK as an innovation sandbox by capitalizing on the assurance system

already in place (MIT Sloan Management Review, 2023).

The regulatory dualism requires foresight. The UK’s window for innovation narrows as EU
standards become the global norm; therefore, Unilever needs to prepare for compliance,

turning it into a strategic tool against the growing Al threat.
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4. Data Governance & Risk Management

Al risk management at Unilever hinges on data governance, which is integral to its Al systems
that handle billions of customer transactions daily. This makes the company susceptible to
GDPR fines, as non-compliance can lead to up to €4.2 billion in penalties, representing 7% of

global turnover.

4.1 Regulatory Compliance Imperative

The GDPR ensures transparency, consent, and accountability for personal data processing. The
consumer analytics performed by Unilever, which analyzes purchase behavior to enable
hyper-personalization, falls under Article 22 automated decision-making controls. This is

similar to Meta's precedent of €1.2 billion in fines.

4.2 Risk Typology Matrix

Risk Examples Financial Impact Strategic Impact
Category
Operational  Data breaches, system €50-100M direct costs  Supply chain
failures disruption
Strategic GDPR fines, trust erosion  €4.2B maximum 15-20% loyalty
exposure decline
Reputational Public scandals Brand value erosion Market share loss

4.3 Institutional Theory Application

Coercion by EU regulators calls for isomorphic compliance; normative considerations raise
ethical data stewardship to corporate citizenship; and mimesis pushes imitation of peers such
as P&G’s data trust mechanisms. Unilever operates within these using its 150+ Al assurance

mechanisms but needs governance above jurisdictional divisions.
4.4 Strategic Transformation Opportunity
Differentiation through Progressive Companies' Governance of Data:

e Compliance as Threshold: Regulatory Compliance
e Trust as Currency: 82% of consumers will change brands after a breach (Edelman,

2026)

e Intelligence as Moat: Insights give you competitive edge
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4.5 UK-EU Harmonization Challenge

The UK's proposed Data Protection and Digital Information Bill provides greater room for
reform compared to EU's rigid General Data Protection Regulation. Unilever faces both
experimental and compliance challenges with respect to data management between the UK

and the EU.
4.6 Competitive Advantage Framework
Proactive governance creates exponential value:

e Risk Management: 30% fewer incidents through pre-emptive audits
e Stakeholder Trust: Trust indices rise by 25% due to transparency
e Efficiency Gains: Common standards lower regulatory overhead by 20%

e Fostering Innovation: Sound data practices underpin Al scalability
4.7 Real-World Validation

The €50 million GDPR penalty imposed on Google in France highlights the potential cost of a
data breach, whereas Apple’s focus on privacy attracts a 15% premium on its products.
Unilever falls within this spectrum—its Responsible Al Principles put it in good stead, but

implementation is necessary.

For Unilever, data governance extends beyond compliance to become an architectural
concept that converts trust into a tangible asset. The emerging economy of trust in Al requires

companies to govern data ethically to succeed.
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5. Ethical Al and Governance Challenges

With the integration of artificial intelligence into the fundamental aspects of the operations
of Unilever such as marketing personalization, logistics optimization, and research &
development acceleration, ethical governance becomes critical in order to address risks like

algorithmic biases, black box challenges, and accountability issues.

5.1 Algorithmic Bias: The Hidden Equalizer

Al models that have been trained using historical data from consumers unintentionally
perpetuate social inequalities. The personalized advertisements by Unilever may worsen
these inequalities via demographic analysis, excluding disadvantaged populations from
accessing better products. Price discrimination via dynamic pricing algorithms may deepen
social divides, whereby more expensive prices will be charged to socially insensitive groups,

similar to Uber's scandals (MIT Sloan Management Review, 2023).

5.2 Black Box Opacity: Transparency Deficit

The deep learning techniques utilized in demand forecasting and consumer sentiment analysis
work in opaque black box architectures. In the case where the Al model used in the ice cream
delivery supply chain declines an efficient distribution plan, there is no human oversight with

the ability to understand why.

5.3 Accountability Ambiguity
In cases where Al-fueled marketing campaigns fail to deliver or turn off their consumers,
responsibility diffusion becomes a governance vacuum since developers claim model intricacy,

operators cite training data issues, while top executives appeal to delegation.

5.4 Stakeholder Theory Application

Ethical use of Al shifts the discussion to a multi-stakeholder approach. As much as the
shareholders will be seeking to increase the efficiency of personalization in marketing by
ensuring that there is a conversion rate increase of 15 to 20 percent, the consumer will be

more concerned with the issue of equity.
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5.5 Ethics vs. Profit Tension

Example of dynamic pricing optimization shows an inherent conflict between maximizing
profits using artificial intelligence and being fair. People who accept offers for personalized
discounts can live without transparency. Those people who see premium prices feel

discrimination against themselves.

5.6 Proactive Governance Architecture

Ethical Challenge Mitigation Strategy Business Impact

'Bias  Pre-deployment audits, diverse training data  +10% market reach |
Opacity Explainable Al (XAl), decision logs 25% faster audits
Accountability Ethics Committee, clear RACI Legal risk -30%
Fairness Ethics-by-design, third-party validation Trust +20%

5.7 Strategic Implementation Pathways
e XAl Investment: €15M investment in explainable models applied to impactful systems
e Ethics Committee: Top-management enforced supervision disapproving of 10-15%
high-risk applications
e Continuous Auditing: Automated bias auditing assessing all models quarterly

e Ethics-by-Design: Integrating fairness criteria into Al engineering processes

5.8 Competitive Differentiation

Ethical management produces cumulative benefits: Patagonia-like premium brand value (12-
15%), regulatory frontrunner status, and recruitment advantage within Al ethics niche. Ethical
misconduct results in Amazon-like brand contamination, destroying decades of built-up

goodwill.

Ethical Al goes beyond mere compliance for Unilever—it is a proactive business strategy
where fairness becomes a competitive advantage, transparency creates trust assets, and
responsibility ensures resilience. In the era of stakeholder capitalism, firms adept at ethical

governance do not just manage risk but design competitive markets.
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6. Customer Trust and Al Impact

Customer trust has emerged as the single most important factor for long-term sustainability
in Al-enabled sectors, especially where data serves as the backbone of customer interaction.
With its Al-powered personalized experience that generates custom recommendations and
advertisements, Unilever sees conversion rates increase by 20%, but it treads on the path of
peril, where 82% of customers are wary of data exploitation and 76% alter their brands after

data breaches (Edelman, 2026).

The contradiction behind the use of Al for personalization can be seen through the example
of Unilever's tailored Dove products, which have 85% completion rate compared to 40%
generic product offers. However, the behavioral profiling that occurs during such

customization makes consumers feel like they are being spied on.

Data opacity further heightens the risk. The black box nature of recommendation algorithms
undermines customer confidence when they believe they are being discriminated against
because rural customers cannot receive ice cream deliveries because of "optimization."
According to the Edelman Trust Barometer, 67% refuse to purchase products from brands that

lack data transparency.

Facebook/Cambridge Analytica serves as a case study: 87 million users affected, FTC imposes
S5 billion penalty, trust drops by 25 percent. Similarly, buying Ben & Jerry’s is fraught with

dangers since any manipulation will result in the public perceiving a threat.

Using stakeholder theory, the consumer is repositioned as the key stakeholder whose level of
trust generates income: one trust point yields 3.6 percent, while one point down is a loss of
2.8 percent. The brand ethics advantage enjoyed by Unilever (12%) calls for equal care of the

data as that of the products.

6.1 Strategic Trust Framework

Trust Driver  Consumer Expectation Unilever Gap Competitive Benchmark

Transparency Data usage visibility Annual reports only P&G real-time dashboards

Control Granular opt-out Basic consent Apple privacy portal

Fairness Explainable decisions  Black-box dominant Ethical Al leaders
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Modern consumers require data citizenship — precise consent, instantaneous usage
dashboards, ability to override decisions. Unilever lacks behind its competitors in this regard

and misses the boat on Apple's 15% privacy premium.

e Proactive transparency brings compound returns:
e Al Reports Annually: Outline 500+ implementations, risks classification
e Consent 2.0: Precise controls above GDPR standards

e Trust Dividend: 25% loyalty premium equivalent to sustainability leadership

Procter & Gamble's "Data Promise" wins 18% trust premium while Unilever lags behind at 8%.

Bridging the gap requires executive buy-in equal to €200M sustainability spends.

Trust is not an accidental byproduct of Al; it is a result of deliberate engineering. Unilever uses

its vulnerability to create a moat by making transparency a part of brand equity.
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7. Macroeconomic and Geopolitical Environment

Unilever's Al governance framework is heavily influenced by the external environment,
whereby the macroeconomic environment merges with the geopolitical landscape to form

both challenges and opportunities.

ESG investor pressure has made responsible Al an executive board priority. Institutional policy
links remuneration to governance accountability, with divestiture looming if fairness is not
evident. Regulatory heterogeneity further complicates matters, as the UK's principle-based
approach contrasts with the EU's rigid statutory approach, and "Al Balkanization" requires a
regulatory compliance model that can adapt to China's localization and US federalism (Stevens

& Bolton, 2025; CEPR, 2024).

Inflation limits transformation budgets even with the productivity potential of Al. Large initial
expenditures on infrastructure, compliance, and reskilling impose a financial burden despite
the digital vision. Geopolitical volatility endangers supply chain integrity through

semiconductor availability and trade routes' fragility.

7.1 Strategic Risk Framework

External Force Governance Impact Unilever Priority
ESG Pressure Investor divestment risk Highest
Regulation Fragmentation costs High

Inflation Capex constraints High

Geopolitics Infrastructure access Medium

Unilever operates with a unified compliance baseline utilizing the standards of EU across the
globe, scenario-based resilience planning, and alignment of investments in ESG along with the
level of commitment towards sustainability. Adaptation ensures that external factors become
an opportunity for differentiation. Being a first mover ensures that investors are in favor while

operational resilience is better than crisis management.

The impact of external factors turns into catalyst as opposed to restraint with foresight
combined with technology. Unilever manages to capitalize on their investments by converting

compliance into resilience.
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8. Implementation Plan for Al Governance

An effective implementation plan converts strategic analysis into action. Unilever needs a
structured, organization-wide architecture that considers regulation, ethics, and value

generation.

Phase 1: Establishing the Foundations (0-6 months) emphasizes the establishment of an
infrastructure for governance that enables risk visibility at the enterprise level. Important
activities involve creating an Al Governance Committee under the guidance of the C-suite led
by the Chief Al Officer, identifying data flows across 500-plus Al use cases, and analyzing
regulatory gaps in comparison to the European Union's Artificial Intelligence Act high-risk

guidelines and the United Kingdom's industry-specific approaches (CIO Dive, 2024).

Deliverables include full documentation of all data lineage, high-risk system cataloging
(consumer analysis and dynamic pricing), and a priority-driven remediation plan.
Measurement criteria will focus on the percentage of completion and coverage of risks. This

phase is critical for setting up a baseline for execution.

Phase 2: Operational Integration (6-18 Months): Governance is integrated into operations
using technology enablement and capability development. The implementation of
Explainable Artificial Intelligence (XAl) handles black box issues in demand forecasting and
personalization models, allowing humans to oversee the processes required by EU's high-risk
assessment criteria (MIT Sloan Management Review, 2023). Organizational training is

conducted for more than 10,000 employees, embedding ethics decision-making structures.

Independent Al Ethics Committee reporting to the Audit Committee oversees the process and
rejects high-risk Al implementations, just like the Responsible Al assurance at Unilever that
rejects up to 10-15% of proposed projects. The performance will be measured using metrics

such as reduction in incidents, verification of regulatory compliance, and successful audits.

Phase 3: Strategic Leadership (18-24 months) makes Unilever accountable for benchmarking
its Al capabilities externally and to stakeholders. Annual report on Responsible Al—on par
with sustainability—documents the governance structure, risk categorization, and results
from all locations worldwide. Transparency customer portal allows data citizenship, i.e., fine-

grained permission, monitoring of use, and opt-outs above GDPR requirements.
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External audit proves effectiveness of the framework in improving company ESG performance.
Success criteria include increased trust scores, third-party validations, and comparisons with
competitors. Positioning of leadership in this phase transforms good governance into value

multipliers.

8.1 Integrated Implementation Framework

Phase Duration Investment Key KPI Strategic Outcome
Foundation 0-6m Medium 100% mapping Risk visibility
Integration 6-18m High 30% risk | Operational discipline
Leadership 18-24m Medium Trust +25% Market leadership

8.2 Risk-Adjusted Investment Thesis

A complete overhaul requires considerable initial investment justified by compounding
benefits: compliance cost optimization, litigation prevention, trust dividend, and first-mover
advantage. A phased implementation strategy minimizes risk while delivering concrete results

for stakeholders.

8.3 Change Management Architecture
Sustainable success depends on the following framework:
e Executive Ownership: Executive sponsorship from CEO/CFO aligning with sustainability
strategy
e Skills Development: Training of 10,000+ employees in responsible Al techniques
e Systems Enhancement: Integration of XAl technologies into existing systems

e Incentives: Balancing scorecard connecting governance performance to rewards

8.4 Expected Strategic Returns
e The strategic benefits compound within governance domains:
e Economic: Compliance savings & litigation prevention
e Credibility: Ethical brand premium among consumer markets
e Operational Efficiency: Accelerated crisis resolution, reduced risk velocity

e Strategy: First-mover advantage, preferred investment choice
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With this structure in place, Al governance will constantly evolve beyond a mere compliance
process. At Unilever, responsible innovation is instilled as an organization’s competency rather
than occasional responsibility, setting up for future success in the digital economy driven by

trust.

9. Strategic Recommendations

The analysis produces five prioritized recommendations that will turn regulatory challenges
into opportunities.

9.1 Adopt EU Al Act Standards Globally

Instead of adhering to a double compliance structure based on UK-EU regulations, Unilever
should adopt the standards of its EU member state to be the baseline globally. In addition to
avoiding regulatory arbitrage, such a move would allow the company to apply its 150+ Al audit
protocols smoothly around the globe, spanning 190 countries. It also leverages Brussels Effect
to ensure positioning in advance of global regulatory convergence compared to localized

regulation (CIO Dive, 2024).9.2 Invest in Explainable Al Infrastructure

9.2 Invest in Explainable Al Infrastructure

Black-box systems present a critical stakeholder risk factor. Strategic expenditure of €15M on
XAl complies with EU requirements for high-risk system transparency and strengthens
consumer confidence. Interpretability of Al models allows human control in demand
forecasting and personalization algorithms, turning regulatory mandate into an opportunity
for decision-making speed (MIT Sloan Management Review, 2023). Outcome: Regulatory

demands are met, audit process is expedited, and trust capital is earned.

9.3 Establish C-Suite Al Ethics Committee

Existing decentralized ethics frameworks need executive-level consolidation. The committee
responsible for reporting to the Audit Committee will not approve high-risk implementations
(historically 10-15%). Accountability is institutionalized at the same level of governance as
sustainability (Verifywise.ai, n.d.). Effect: Ethical leadership ensures Unilever is considered a

benchmark for responsible Al.
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9.4 Launch Customer Data Transparency Portal

In addition to complying with GDPR requirements, data dashboard visibility, individualized
consent processes, and explanations of use go beyond industry standards. "Data citizenship"
ensures that customers are not mere data subjects but active stakeholders. This preempts the
loss of trust (Edelman, 2026). Effect: Trust premium increases brand loyalty among ethical

consumers.

9.5 Integrate Al Governance within ESG Framework

Environmental, social, and governance criteria now punish Al opacity as much as carbon
footprint. The governance-ESG structure connects ethical Al to executive incentives, avoiding
institutional divestments and securing low capital costs. Ethical innovation becomes an
integral part of brand equity (LinkedIn, 2024). Effect: Investor preference, reduced weighted

average cost of capital, early mover advantage.

9.6 Implementation Priority Matrix

Priority Recommendation Timeframe Investment Strategic Impact
1 EUStandards Global 0-12m  Medium  Compliance leadership |
2 XAl Infrastructure 6-18m High Transparency advantage
3 Ethics Committee 0-bm Low Governance rigor
4 Transparency Portal 12-24m Medium Trust multiplier
5 ESG Integration Ongoing Low Investor preference

9.7 Expected Compounding Returns
The savings from compliance translate into trust assets, resiliency, and competitive
positioning. The five-year timeframe leads to market dominance where ethical governance

translates into a sustainable competitive advantage over regulation.

Recommendations represent an integrated structure rather than fragmented initiatives.
Unilever realizes synergy gains when excellent governance becomes embedded into the

organizational DNA and converts external pressure into market leadership.
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10. Conclusion

Al represents considerable advantages and challenges to Unilever. Despite the fact that Al
makes it possible for companies to increase their operational efficiency, innovation level, and
customer engagement, the technology also carries a number of risks such as regulation
problems, data governance, and others. The deployment of artificial intelligence poses both
opportunities and challenges for Unilever. The divergence of UK-EU regulation between
principles-based flexibility and Al Act rigidity calls for governance architectural balance

between speed-to-innovate and speed-to-comply (Stevens & Bolton, 2025).

First of all, the comparative analysis reveals the difficulty of conducting business under various
regulations. Although the UK provides more flexibility and encourages innovation, the EU puts
forward tough conditions. Therefore, Unilever will need to develop a strategy which takes into

account the peculiarities of both business environments.

Effective governance goes well beyond mere compliance savings. Responsible use of Al grows
from a compliance cost driver to an in-built brand value equivalent to product leadership on
ethics. Trust is key in creating synergy for regulators, investors, customers, and employees.
The Resource-Based Theory supports inimitable capability; Institutional Theory reconciles

regulatory issues; trust drives revenue linkages (Edelman, 2026).

In addition, the results demonstrate the fact that a good Al governance cannot only ensure
proper legal functioning. This capability is crucial when it comes to increasing organizational
resiliency, building stakeholder trust, and achieving competitive advantage. Consequently, the
company will benefit from developing governance strategies, focusing on ethical aspects, and

managing Al risks effectively.

Thus, organizations which recognize Al governance as an element of competitive advantage

are likely to achieve greater success in the modern market environment.
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ANNEXES

Annex 1: PESTLE Analysis (Al Regulatory Environment)

Factor

United Kingdom

European Union

Strategic Implication

for Unilever

Al ethics

on data privacy

Political Pro-innovation Al Strong regulatory Balance innovation
strategy governance with compliance

Economic Lower compliance High compliance cost  Cost vs standardization
cost trade-off

Social Moderate concern on  High public sensitivity  Need stronger

transparency in EU

Technological

Encourages Al

experimentation

Controlled Al

deployment

Slower innovation in

EU

Legal Principles-based EU Al Act (strict, Prefer EU standard
regulation binding) globally
Environmental ESG emerging Strong ESG Align Al with
enforcement sustainability goals

Annex 2: Al Risk Classification Framework in Unilever

Description

Risk Type

Operational Risk  System failure, data errors  Incorrect demand Medium
forecast

Regulatory Risk Non-compliance with laws GDPR violation High

Ethical Risk Bias, unfair outcomes Discriminatory targeting High

Reputational Loss of trust Data misuse backlash Very High

Risk

Strategic Risk Long-term Poor Al governance Very High
competitiveness

24 |Page



Annex 3: Theoretical Frameworks Used

Theory Application in Assignment

PESTLE analysis External environment analysis
Stakeholder Theory Customer & ethics analysis
Institutional Theory Regulatory pressure analysis
Resource-Based View (RBV) Al as competitive advantage

Annex 4: Al Use Cases in Unilever

Area Al Use Case Benefit

Supply Chain Demand forecasting Cost reduction
Marketing Consumer targeting Higher engagement
R&D Product innovation Faster development
Operations Automation Efficiency
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