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Slide 1 : Problem Statement 
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· AI Washing occurs when organisations exaggerate or misrepresent their use of AI.
· Companies may claim products are “AI-Powered” when the technology is limited or not truly AI.
· AI Washing has increased due to growing interest in artificial intelligence.
· Misleading AI claims can affect customers, investors, and other stakeholders.
· Root Cause Analysis is used to identify the underlying causes of the problem.

(Dell’Acqua et al.,2023)

Slide 2 : Main causes of AI Washing
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· Marketing pressure encourages organisations to appear innovative.
· Businesses use AI claims to attract customers and increase sales.
· Competitive pressure creates fear of being left behind by competitors.
· Weak governance allows misleading claims to be published without veview.
· Investor expectations may encourage businesses to overstate AI developments.
· These factors contribute to the growth of AI Washing across the industries.

(Deloitte,2024)






Slide 3 : Fishbone Diagram
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· The Fishbone Diagram is a Root Cause of Analysis tool.
· It identifies possible causes of AI Washing.
· People related causes include low AI literacy and lack of expertise.
· Process issues include poor verification and weak governance.
· Technology causes include misunderstanding AI capabilities.
· Policy issues involve weak regulation and industry standards.
· Marketing and organisational pressures encourage exaggerated claims.
· The diagram demonstrates that AI washing is caused by multiple interconnected factors.

(ishikawa, 1985)






Slide 4: 5 Whys Analysis
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· The 5 Whys technique helps identify the root cause of a problem.
· AI Washing occurs because organisations exaggerate AI capabilities.
· Businesses often do this to attract customers and investors.
· They seek competitive advantage in a crowded marketplace
· Pressure for growth and innovation encourages these behaviours.
· Weak governance systems fail to challenge misleading claims.
· The analysis identifies governance and performance pressure as key root causes

(Oakland, 2014)


.




Slide 5: Root Cause Evaluation
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· Weak government was identified as the most significant cause.
· Poor oversight allows misleading claims to be published.
· Marketing pressure encourages organisations to focus on promotion rather than accuracy.
· Competitive pressure motivates businesses to appear more innovative.
· Investor expectations increase pressure to demonstrate AI development.
· Low AI literacy contributes to misunderstanding and misinformation.
· Governance failures have the greatest influence on AI Washing.
(European commission,2024)










Slide 6 : RCA Conclusion
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· The RCA identified several interconnected causes of AI Washing.
· Weak governance, Marketing pressure and competition were key factors.
· Low AI literacy and poor verification processes also contribute.
· AI Washing is primarily an organisational issue rather than a technological issue.
· Businesses should improve governance and transparency.
· AI-related claims should be supported by evidence and verification.
· Addressing root causes can help rebuild trust and credibility.

(OEDC,2024)
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Critique about AI 
Artificial intelligence was used throughout the preparation of this presentation to support research, idea generation, and the development of speaker notes. AI was particularly useful for explaining the concept of AI washing, identifying possible root causes, and helping structure the Fishbone Diagram used within the root cause analysis. It also provided feedback on the quality of the presentation slides and suggested ways to improve the academic tone of the speaker notes.
One advantage of using AI was the speed at which information could be gathered and organised. AI helped simplify complex ideas and generated multiple perspectives on the causes and impacts of AI washing. This made it easier to develop a clear structure for the presentation and identify areas that required further research.
However, there were also limitations to using AI. Some responses were too general and lacked detailed academic evidence. Certain information required verification using reliable sources because AI occasionally produced repetitive or overly simplified answers. In addition, AI could not independently judge which sources were most academically appropriate for the assignment.
Overall, AI was a useful support tool for research and planning, but critical thinking and independent evaluation were still necessary to ensure the presentation remained accurate, relevant, and academically reliable.












Evidence of AI Washing

A1 : Research of AI washing
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A2: Understanding the impact on Consumers and Investor
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A3: Root Cause Analysis Discussion
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A4: Evaluating Solutions
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A5: Future implications of AI Washing
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A6: Real-World Evidence of AI Washing
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A7: Regulatory and Industry Responses
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Does my Solutions slide address the root causes identified in the
Fishbone Diagram?

Does my Solutions slide address the root causes identified in the Fishbone Diagram?

Yes, your Solutions slide addresses the main root causes identified in your Fishbone Diagram and provides
practical recommendations for reducing Al washing. The solutions are directly linked to several of the causes

identified in the categories of people, processes, technology, policies, organisations, and marketing.

For example, the recommendation for clear disclosure and transparency addresses the issue of misleading
marketing practices and the misuse of Al-related terminology. By clearly explaining how Al is used and what
its limitations are, organisations can reduce confusion and improve trust among stakeholders.

The suggestion of independent audits and reviews helps address process-related issues such as weak
governance, poor oversight, and inadequate verification procedures. Independent assessments can ensure

that Al-related claims are accurate and supported by evidence.

Standardised reporting frameworks directly respond to policy-related causes identified in the Fishbone
Diagram. Clear reporting standards would make it easier for stakeholders to compare Al capabilities across

organisations and reduce the opportunity for vague or misleading claims.

The recommendation for strong governance structu |, and ethical guidelines addresses organisational
causes, including internal incentives that may encourage exaggerated Al claims. Improved governance can
b L
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EVALUATION OF ROOT CAUSES

Most Significant Causes

Root Cause Impact Level
. e

@ Weak Governance High
/ Weak governance allows
“\\ /“ misleading claims to be published.
@ Marketing Pressure High S
}f‘ Competitive pressure encourages
@ Competitive Pressure High o businesses to overstate Al capabilities.
. - A ‘;_ Marketing departments may
Investor Expectations Medium - High .\ *  prioritise promotion over accuracy.
9 Low Al Literacy Medium @ Limited Al understanding increases
the risk of misinformation.

KEY FINDING: Governance failures are the most significant

driver of Al Washing.

[:I] European Commission (2024) Ethics Guidelines for Trustworthy Al. Brussels: European Commission.
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what real-world examples of Al Washing have been reported in the recent years?

@ Here are several widely reported, real-world examples of “Al washing” from the past few years —
each with a short description and source so you can read the original coverage:

« SEC enforcement against investment advisers (Delphia & Global Predictions) — 03/18/2024
The U.S. Securities and Exchange Commission settled charges alleging the firms made false or
misleading statements about their use of Al in investment processes (the SEC called this
“Al-washing"). sec.gov

« SEC / DOJ case against the founder of Joonko (Al hiring startup) — 06/11/2024
The SEC charged Joonko's founder with fraud, alleging she inflated customer counts, revenue,
candidate numbers and falsely claimed Al capabilities to raise investor funds. (DOJ filed parallel
criminal charges.) sec.gov

« FTC "Active Listening” / CMG marketing case and other FTC Al-washing actions — 05/21/2026
(and multiple actions since 2024)
The FTC brought complaints alleging marketing firms sold an “Al-powered" voice-listening
product they did not have (and other cases have targeted companies making unproven efficacy
claims about Al tools). The FTC has repeatedly acted on misleading Al claims since 2024.
diapiper.com

« Clearview Al (overstated accuracy / legal/privacy problems) — ongoing reporting since 2020
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What is Al washing and why is it becoming more common?

What is Al washing and why is it becoming more common?

Al washing is the practice of exaggerating, misrepresenting, or falsely claiming the use of artificial
intelligence in products, services, or business operations. Organisations may describe technologies as "Al-
powered” even when they rely on basic automation, traditional software, or limited Al capabilities. This is
often done to appear more innovative, attract investors, gain media attention, or gain a competitive
advantage in the market.

Al washing is becoming more common because artificial intelligence has become one of the most influential
and highly discussed technologies in recent years. Businesses are under increasing pressure to demonstrate
that they are adopting Al to remain competitive and relevant. Investors are also more likely to support
companies that appear to be using advanced technologies, creating incentives for organisations to overstate
their Al capabilities.

Another reason for the rise of Al washing is the lack of clear regulations and standardised definitions of what
qualifies as Al. This makes it easier for organisations to make broad or misleading claims without facing
significant consequences. In addition, many consumers and stakeholders have limited technical knowledge

of Al, making it difficult to distinguish between genuine Al innovation and marketing exaggeration.

As a result, Al washing has become a growing conce | Bcause it can reduce trust, mislead stakeholders, and

undermine confidence in legitimate Al technologies.
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RCA FINDINGS AND CONCLUSION

Summary of Root Cause Analysis

organisational, strategic and capability issues.

N () e
@

The root causes of Al Washing
lie in business processes,
governance and organisational
culture—not in Al
technology itself.

‘ The Root Cause Analysis shows that Al Washing is driven by a combination of governance,

KEY FINDINGS

The analysis identified several
interconnected root causes of Al Washing:

° Weak governance structures and
inadequate oversight

Marketing and promotional pressures The analysis shows that
Al Washing is primarily an
organisational and
governance issue, rather
than a technological issue.

Intense competitive pressure to
differentiate

High investor expectations and
demand for innovation

Low Al literacy and poor understanding
of capabilities

Organisations can reduce Al Washing

Inadequate verification and validation
of Al-related claims

by strengthening governance, improving
transparency, building Al capability and
ensuring claims are evidence-based.

Addressing these causes will build trust,
protect reputation and ensure responsible
and credible use of Al.

@ KEY TAKEAWAY:

Strong governance, transparency and capability are essential to prevent Al Washing
and to build long-term trust with customers, investors and stakeholders.

[I] OECD (2024) OECD Al Principles. Available at: https://oecd.ai (Accessed: 30 May 2026).
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PROBLEM DEFINITION

Al Washing occurs when organisations exaggerate

or misrepresent their use of Artificial Intelligence

to appear more innovative or technologically advanced.

Al

WASHING

“WE USE ADVANCED Al

WHY IS IT A PROBLEM?

¢ Misleads customers and investors

* Creates unfair competition . ; POWERED SOLUTIONS
¢ Reduces trust in genuine Al innovation N,

* Damages organisational reputation | l I I

OBJECTIVE OF RCA

Le RCA helps organisations move beyond symptoms to understand :\_j l)’

To identify the underlying causes of Al Washing
rather than focusing on its symptoms.

the real reasons behind Al Washing.

Dell’Acqua, F. et al. (2023) The Al Wash: A Field Guide to Navigating

Market Hype and Building Trust in Al. Boston: Harvard Business Review Press.





imaged.png
FISHBONE DIAGRAM (ISHIKAWA)

Root Causes of Al Washing

The following diagram identifies the key categories and underlying causes

that contribute to Al Washing.

L3 PROCESS

« No verification or

validation of claims

« Poor oversight and
review processes

* Weak approval and
governance systems

(] TECHNOLOGY

« Misunderstanding of
Al capabilities

« Overuse of Al

terminology

* Overestimation of
basic automation as Al

2% PEOPLE

+ Low Al literacy and
understanding
« Pressure from stakeholders
and leadership
 Lack of Al expertise
and skills

MARKETING

11 ORGANISATION

« Incentives linked to growth

and innovation claims

« Focus on speed to market
over accuracy

« Lack of accountability for
misleading claims

E® PoLiCIEs

* Weak regulation and
enforcement

« Lack of industry

standards

* Absence of clear
reporting guidelines

+ Hype-driven messaging
and campaigns

« Exaggeration of results
and benefits

« Prioritising brand image
over transparency

KEY INSIGHT: Al Wa.shirfg is caused by a combin?tion of people, ;?rocess, technology, policies,
organisational culture, and marketing factors working together.

Ishikawa, K. (1985) What is Total Quality Control? The Japanese Way. Englewood Cliffs: Prentice Hall.
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5 WHYS ANALYSIS

Why Does Al Washing Occur?

‘ Problem Statement: Organisations exaggerate or misrepresent their use of Al (Al Washing).

@ KEY TAKEAWAY:

o
9

Exaggerated Al claims are made.

To attract customers, investors and media attention.

Why is that important?
Because it helps to differentiate the business
and drive growth.

Why is differentiation and growth so important?
Because there is intense competitive pressure
in the market.

Why is there intense competitive pressure?
Because success is measured by market share,
growth, and innovation.

Why are misleading claims allowed to continue?
Because governance systems do not adequately
verify or challenge Al-related claims.

ROOT CAUSE IDENTIFIED

Weak governance
and performance
pressure.

Inadequate governance and high
pressure to perform drive organisations
to exaggerate Al capabilities.

Al Washing occurs because weak governance allows organisations, under pressure to
compete and grow, to make exaggerated Al claims.

[T oakland, J.5. (2014) Total Quality Management and Operational Excellence. London: Routledge.
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how does Al washing affect consumers and investors?
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How does Al washing affect consumers and investors?

Al washing can have significant negative effects on both consumers and investors because it creates

misleading expectations about a company's products, services, or technological capabilities.

For consumers, Al washing can lead to confusion and poor purchasing decisions. When organisations
exaggerate their use of artificial intelligence, customers may believe they are buying advanced Al-powered
products when the technology is actually far less sophisticated. This can result in disappointment, reduced
trust in businesses, and scepticism towards genuine Al innovations. In some cases, consumers may also face
ethical concerns if Al systems do not perform as advertised or make inaccurate decisions that affect them.

For investors, Al washing can distort investment decisions. Investors often view Al as a driver of future
growth and profitability, making Al-related companies attractive investment opportunities. If a company

exaggerates its Al capabilities, investors may overestimate its value, growth potential, or competitive
advantage. This can lead to poor investment decisions and financial losses if the organisation fails to deliver
the promised results. Al washing can also create unfair advantages for companies that market themselves

aggressively rather than those developing genuine Al innovation.

N

Overall, Al washing damages trust, increases uncerta, ™, and can negatively impact both consumer
confidence and investor decision-makina. It may also undermine confidence in leaitimate Al technologies by
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What role do governments, regulators, and industry standards play in reducing Al washing?

@ They reduce Al washing by setting clear rules, requiring evidence, and enforcing truth in claims.

Governments

« Pass transparency and truth-in-advertising laws for Al claims; align with consumer protection
and securities law.

+ Mandate disclosures: what models do, data sources, limits, evaluation results, human oversight.

« Set procurement requirements (proof of capability, risk controls, audits) to raise market
baselines.

« Fund independent testing, benchmarks, and assurance ecosystems; support public registries of
high-risk Al.

« Coordinate internationally to harmonize definitions and avoid loopholes.
Regulators (consumer, competition, data, financial/securities, advertising)

« Enforce against deceptive “Al-powered"” claims; require substantiation and impose fines,
corrections, and notices.

« Issue auidance on accentable Al marketina. disclosures. and risk controls: run sandboxes for
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what is the most important finding from my fishbone diagram?

What is the most important finding from my Fishbone Diagram?

The most important finding from the Fishbone Diagram is that Al washing is not caused by a single issue,
but by multiple interconnected factors working together. The analysis showed that causes can be grouped
into six categories: people, processes, technology, policies, organisations, and marketing. Each category
contributes to the problem in a different way.

For example, limited Al knowledge among consumers and stakeholders makes it harder to identify
misleading claims, while weak governance and oversight allow exaggerated claims to go unchecked. At the
same time, organisations face pressure to appear innovative and competitive, encouraging the use of Al-
related buzzwords in marketing. Weak regulations and unclear reporting standards further increase the risk

of Al washing.

This finding is important because it demonstrates that there is no single solution to the problem. Simply
introducing stricter regulations or improving marketing practices alone would not completely eliminate Al
washing. Instead, organisations need a combination of transparency, stronger governance, independent

verification, stakeholder education, and clearer regulatory standards.

Overall, the Fishbone Diagram revealed that Al washing is a systemic issue that requires a comprehensive

and coordinated approach to address its root causes ¢ rctively.

S N O 1+
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What are the potential long-term consequences of Al washing for businesses consumers, investors,
and society?

@ Potential long-term consequences of Al washing:

For businesses

« Legal and regulatory risk: fines, injunctions, forced audits, class actions.

« Reputational damage and trust erosion; harder customer acquisition and hiring.

« Higher compliance and assurance costs; mandatory documentation/benchmarks.

« Product underperformance and churn; security/privacy incidents from immature "Al" features.
« Talent drain as credible Al staff avoid or leave.

« Competitive disadvantage as real innovators pull ahead; partnerships dry up.
For consumers

« Misleading claims reduce informed choice; wasted time/money.
« Harm from unreliable automation (privacy leaks, biased outcomes, safety issues).

« Erosion of trust in legitimate Al, slowing adoption of beneficial tools.
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MAIN CAUSES OF Al WASHING

Initial Cause Analysis

(o

Al Washing is not caused by a single factor.
It results from a combination of organisational, strategic and operational issues.

MARKETING
PRESSURE

COMPETITIVE
PRESSURE

WEAK
GOVERNANCE

LACK OF Al
KNOWLEDGE

INVESTOR
EXPECTATIONS

« Desire to attract
customers and
increase brand appeal

o Pressure to appear
innovative and
Al-driven

* Hype-driven
messaging and
campaigns

e Fear of falling behind
competitors

* Industry-wide Al hype
creates urgency

* Need to match or
exceed competitor
claims

« Lack of approval and
verification processes

o Limited oversight of
Al-related claims

« Absence of clear
accountability for
misleading claims

« Poor understanding of
Al capabilities and
limitations

* Misuse of Al
terminology

* Overestimation of
basic automation
as Al

 Pressure to demonstrate
innovation and growth

* Al seen as a key driver
of company value

« Incentive to make
optimistic claims to
secure investment

m Deloitte (2024) The Al Washing Phenomenon: What It Is and How to Avoid It. Deloitte Insights.

KEY TAKEAWAY

These factors interact and reinforce each other, increasing the likelihood of
exaggerated or misleading Al claims.





