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Why Tesco Needs an AI Ethics 
and
Governance Board
AI Ethics 
and
Governance Board Implementation
S
Legal Risk
•
EU AI Act (2024) classifies AI in HR 
as HIGH
-
RISK
•
ICO (2024): GDPR Article 22 
compliance required
•
EHRC (2024): AI bias may 
mean
Equality Act breach
•
Potential fines: 2
–
4
% of global 
turnover
People Risk
•
TUC (2023): 60% of monitored 
workers report stress
•
Guest (2024): Psychological 
contract at risk
•
 colleagues exposed to AI
330,000
-
driven change
•
Industrial relations sensitivity 
)
Guardian, 2024b
(
Reputational Risk
•
BBC (2024b): retailers withdrew 
biased AI tools
•
Ipsos (2024): 68% of UK adults fear 
AI job loss
•
Tesco brand depends on trust 
—
from colleagues 
and
customers
•
CIPD (2025a): HR must lead 
responsible AI adoption

Board Composition — 8 Members with Cross-Functional MandateEmployee Representative (
×
2)
Incl. USDAW nominee 
—
F
inancial 
T
imes
(2024a)
; TUC 
(2023)
Head of Sustainability / ESG
Net
-
zero AI footprint 
—
Goldman Sachs (2024)
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	Independence is non-negotiable — Mittelstadt (2019)
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	Executive sponsor — Armstrong (2020); CIPD (2025a)

	[image: ] Chief Technology Officer (CTO)
	Technical context on AI capability — Tesco (2025)
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	EU AI Act, GDPR, Equality Act compliance — ICO (2024)
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	Embed ethics into supplier contracts — Tambe et al. (2024)
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Four Core Governance Processes
AI Ethics & Governance Board Implementation
Pre
-
Deployment Review
All AI touching people management must pass a 4
-
stage risk assessment 
before going live: EU AI Act classification → bias 
and
fairness impact → 
DPIA → colleague impact assessment (Köchling 
and
Wehner, 2024; OECD, 
2024)
Bi
-
Annual Bias Auditing
Independent third
-
party audits of all live AI
-
supported HR and operational 
processes. Findings to Board within 30 days. Non
-
compliant systems face 
mandatory remediation or suspension (Tambe 
et al
., 2024; EHRC, 2024)
Annual AI Transparency Report
Public
-
facing report disclosing: AI systems in use, audit outcomes, 
suspended systems, Board composition and activity, forward AI strategy. 
Integrated into Tesco ESG and Annual Report (Sull 
et al
., 2023; Northouse, 
2024)
Colleague AI Voice Forum
20
 colleagues drawn by ballot from store, distribution, and tech functions. 
Meets bi
-
monthly. 
Outputs reported to Board 
quarterly
, which 
gives 
frontline workers a formal voice in AI governance (Edmondson, 2023)

Cost Breakdown — £600,000 to £900,000 Per Annum
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Independent Expert
Bias Auditing
Governance Secretariat
Transparency Report
Board Training
Pre-Deploy Infrastructure
Component
Year 1 (£)
Ongoing 
p.a. (£)
Independent AI Ethics Expert 
Chair
)
(
150,000
–
200,000
150,000
–
200,000
Bi
-
Annual Bias Auditing 
Programme
200,000
–
300,000
200,000
–
300,000
Internal Governance Secretariat
120,000
–
150,000
120,000
–
150,000
Annual AI Transparency Report
60,000
–
80,000
60,000
–
80,000
Board Member Training & CPD
50,000
–
70,000
20,000
–
30,000
Pre
-
Deployment Review 
Infrastructure
20,000
–
100,000
50,000
–
140,000
TOTAL
£600,000
–
£900,000
£600,000
–
£900,000
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Cost Justification 
—
A Proportionate Strategic Investment
AI 
Ethics & Governance Board Implementation
What £600k
–
£900k represents
•
<
 0.002% of Tesco UK annual revenue (£49bn
)
•
Ada Lovelace Institute (2024) benchmark: 0.03
–
0.05
% 
revenue = £
14.7
–
24.5
m
•
Less than the cost of ONE regulatory fine (2
–
% global 
4
turnover under EU AI Act = £1
–
2
bn risk
)
•
BBC (2023): formal AI governance programmes cut voluntary 
turnover by 40
%
, 
saving 
millions in recruitment costs at Tesco 
scale
•
Comparable to cost of a single senior leadership development 
programme
The return on investment case
£1
–
2
bn
Regulatory fine exposure avoided (EU AI 
Act)
40
%
Lower turnover during AI transitions with 
governance (BBC, 2023)
£49bn
Tesco UK revenue 
—
this is <0.002% of that

Phased Implementation — 24-Month Roadmap (Kotter, 2023)

	Phase 1
Foundation
Months 1–6
	
	Phase 2
Operationalise Months 7–12
	
	Phase 3
Embed and Scale Months 13–24

	•
Appoint independent Chair & Board 
Secretary
•
Define Terms of Reference
•
Complete AI tools inventory 
and
risk
-
classify against EU AI Act
•
Train all Board members in AI ethics 
and
GDPR

	
	•
First full Board meeting
•
Launch Colleague AI Voice Forum
•
Commission 
and
complete first bias 
audit
•
Approve pre
-
deployment review 
workflow

	
	•
Publish first AI Transparency Report
•
Second audit cycle
•
Embed review into all vendor 
contracts
•
Measure colleague trust scores; 
refresh charter




AI Eth Governance Board Imentation
Governing Framework 
—
Five OECD AI Principles 
and
UK/EU 
Law
AI 
Ethics & Governance Board Implementation
Transparency
Colleagues 
and
public must 
understand how AI affects 
decisions
(
OECD, 2024; EU AI Act, 
2024)
Fairness
Regular bias audits; protected 
characteristics reviewed
(
EHRC, 2024; Köchling 
and
Wehner, 2024)
Accountability
Named human responsibility 
for every AI
-
generated 
outcome
ICO, 2024; Truss 
(
et al
., 2012)
Privacy
Data minimisation; DPIA for all 
new AI systems
2024)
(
ICO, 2024; EU AI Act, 
Robustness
Right to contest AI decisions; 
suspension powers
European Parliament, 2024; 
(
CIPD, 2025a)
Key Regulatory Requirements for Tesco
EU AI Act (2024): 
HR AI = high
-
risk: mandatory explainability, human oversight, right to 
contest
(
it 
applies 
to Tesco's European operations 
directly
)
ICO / GDPR (2024): 
Updated Article 22 guidance: automated employment decisions require human review and documented DPIAs
Equality Act 2010 / EHRC (2024): 
AI
-
driven selection or performance tools embedding historical bias may constitute unlawful indirect discrimination









Our Ask of the Senior Management Team
01
Approve the Board's Terms of Reference and governance charter
Including cross
-
functional membership, quarterly meeting cycle, and emergency convening mechanism
02
Authorise recruitment of the Independent AI Ethics Expert (Chair)
External specialist 
—
estimated cost £150,000
–
£200,000 per annum; independence from vendors non
-
negotiable (Mittelstadt, 2019)
03
Release Year 1 budget of £600,000
–
£900,000
Less than 0.002% of UK revenue; benchmarked as highly conservative against Ada Lovelace Institute (2024) guidance
04
Direct CPO and CTO to begin the AI tools inventory within 30 days
Risk
-
classify all current AI systems against EU AI Act high
-
risk taxonomy before the first Board meeting
'Organisations that place governance and people at the centre of their management philosophy will always outperform those tha
t t
reat them as afterthoughts.' 
—
Mullins (2019)

ReTESCO PLC 
—
CONFIDENTIAL: AI Ethics & Governance Board Implementation
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