
 

© Association of Academic Researchers and Faculties (AARF) 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories. 

Page | 290  

 

GE-International Journal of Management Research  

 ISSN (O): (2321-1709), ISSN (P): (2394-4226) 

Vol. 13, Issue 02, Feb 2025 Impact Factor: 8.466 

© Association of Academic Researchers and Faculties (AARF) 

               www.aarf.asia,Email : editoraarf@gmail.com              

EMPOWERING INDEPENDENT DIRECTORS: LEVERAGING GENERATIVE AI 

FOR FRAUD DETECTION AND CORPORATE RISK MANAGEMENT 

 

DR. SANJIV CHATURVEDI 

Assistant Professor, Department of 

Commerce and Business Management, 

Marwari College, Ranchi, Jharkhand 

Address: 
Dr. Sanjiv Chaturvedi 

Department of Commerce and Business 

Management, 

Marwari College, Ranchi, Jharkhand - 

834002 

Email: cs.poojashukla@gmail.com 

Mob:9431527640 

FCS POOJA SHUKLA 

Research Scholar, University Department of 

Commerce and Business Management 

Ranchi University, Ranchi, Jharkhand 

Fellow Member of The Institute of Company 

Secretaries of India 

New Delhi, India 

Assistant Professor, Amity College of 

Commerce and Finance , Amity University 

Jharkhand 

Address: FCS Pooja Shukla, C/o B.K. 

Prasad, House No.-876/N 

Near JatraTand Bazar, Kokar, Ranchi 

Jharkhand- 834001 

Email: cs.poojashukla@gmail.com 

Mob: 9334594575 

 

Empowering Independent Directors: Leveraging Generative AI for Fraud Detection 

and Corporate Risk Management 

Abstract 

The rising complexity of corporate fraud and financial irregularities has necessitated that 

independent directors use innovative technical solutions to ensure effective governance. 

Traditional fraud detection approaches frequently fall short of detecting sophisticated 

schemes, necessitating the usage of generative artificial intelligence (AI) to improve risk 

management capability. This article explores the role of generative AI in empowering 

independent directors, concentrating on its use in fraud detection, risk assessment, and 

decision-making. The study emphasizes the need of regulatory frameworks and ethical issues 

when implementing AI in corporate governance. Through a review of current research and 

case studies, this study highlights generative AI's transformational potential in boosting 

corporate governance and increasing transparency. 

Keywords - Generative AI, Fraud Detection, Corporate Governance, Independent Directors, 
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1.0 INTRODUCTION 

Independent directors play an important role in corporate governance by guaranteeing 

transparency, accountability, and ethical compliance inside companies. Their function in 

fraud detection and risk mitigation has grown manifold as financial frauds became more 

complicated. Traditional supervision tools, such as financial audits, whistleblower reports, 

and manual risk assessments, frequently fail to identify complex fraud trends. In this context, 

generative AI offers a novel approach that improves independent directors' capacity to detect 

abnormalities, foresee possible hazards, and make sound judgments. 

Generative AI is a subclass of artificial intelligence that uses machine learning techniques to 

create fresh data and simulate different scenarios. Its powers go beyond traditional analytics, 
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allowing independent directors to evaluate large datasets, detect fraudulent activity, and 

assess risks in real time. This study explores the role of generative AI in corporate 

governance, its potential to increase fraud detection, and the obstacles that come with its 

application. 

2.0 REVIEW OF LITERATURE 

AI in corporate governance has gained popularity in recent years. Chen et al. (2021) found 

that AI-driven fraud detection systems outperformed traditional auditing approaches in 

detecting financial statement discrepancies. Similarly, Zhang and Li's (2022) work examine 

the potential of machine learning in risk assessment, focusing on how AI-driven models may 

accurately anticipate financial hardship. 

Several researchers looked into the importance of independent directors in corporate fraud 

prevention. According to Gupta and Sharma (2020), independent directors frequently lack the 

tools required to detect fraud in real time, making AI an important complement to their 

oversight tasks. Furthermore, Singh and Verma (2023) believe that AI-driven governance 

frameworks may improve boardroom decision-making and ensure that risks are managed 

proactively. 

3.0 Applications of Generative AI in Fraud Detection 

Generative AI offers numerous applications that can enhance the effectiveness of 

independent directors in fraud detection and risk management: 

1. Anomaly Detection in Financial Statements 

Generative AI models can examine enormous amounts of financial data and detect 

irregularities that might suggest fraudulent activity. By comparing past data to current 

transactions, AI can uncover trends that traditional audits may miss (Brown et al., 2021). 

2. Automated Risk Assessment 

Risk assessment is a critical job for independent directors. Generative AI can identify 

prospective hazards by studying previous occurrences and current market circumstances, 

allowing directors to make data-driven choices to prevent corporate fraud (Kumar & Patel, 

2022). 

3. Enhanced Internal Audits 

AI-powered technologies help internal auditors by automating the examination of financial 

statements, contracts, and transactions. This allows independent directors to get real-time 

notifications about questionable behavior, which improves oversight procedures (Williams & 

Jones, 2021). 

4. Real-time Monitoring and Predictive Analysis 

Traditional fraud detection techniques frequently rely on retroactive analysis. Generative AI 

offers real-time surveillance of financial transactions and using predictive analytics to 

anticipate probable fraudulent activity, enabling for preventive intervention (Roberts & 

Wilson, 2023). 

5. Automated forensic accounting 

Generative AI helps forensic accountants by recreating financial transactions and identifying 

questionable changes to accounting data. It increases the accuracy and efficiency of forensic 

investigations (Anderson et al., 2022). 

4.0 Case Studies on AI in Corporate Governance 

1. Implementing AI in Large Financial Institutions:  
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(a) A Case Study of JPMorgan Chase's Fraud Detection. 

 

JPMorgan Chase has introduced AI-powered fraud detection tools, greatly improving its 

capacity to spot suspicious transactions. The bank created COiN (Contract Intelligence), an 

AI-powered tool for analyzing financial papers. COiN uses machine learning algorithms to 

analyze thousands of transactions and contracts in seconds, identifying abnormalities and 

possible fraud threats. 

 

Impact: 

COiN helped JPMorgan minimize manual transaction reviews by 80%. Over the course of 

three years, AI-driven fraud detection lowered financial losses caused by fraudulent 

transactions by 30%. The solution also increased regulatory compliance by assuring the 

accuracy of financial accounts, which helped independent directors manage risk. 

 

(b) Case Study: Detecting Money Laundering using AI at HSBC 

 

HSBC has used artificial intelligence (AI) to boost its anti-money laundering (AML) 

operations. The bank employs an artificial intelligence-powered monitoring system that 

monitors client transaction patterns and detects suspicious activity in real time. 

 

Impact: 

AI algorithms detected 50% more fraudulent transactions than manual review methods. 

Enhanced fraud detection has assisted HSBC in avoiding regulatory fines, hence increasing 

investor trust. Independent directors may now receive AI-generated risk reports, allowing 

them to make more informed decisions on financial governance. 

 

 2. AI-Powered Risk Assessment in Multinational Corporations 

 

Case Study: Siemens' AI-Driven Compliance and Risk Management. 

 

Siemens, a multinational technology company, has implemented AI to improve corporate 

governance by increasing risk assessment and compliance monitoring. AI-powered systems 

examine supplier contracts, financial activities, and internal communications to identify 

possible compliance issues. 

 

Impact: 

 

AI found previously unidentified compliance concerns in Siemens' worldwide supply chain. 

Independent directors are given AI-powered compliance dashboards, which allow them to 

assess risk exposure in real time.Within two years of implementing AI, the organization saw 

a 25% reduction in compliance violations. 

 

Case Study: Walmart's AI-Powered Financial Risk Monitoring 
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Walmart has integrated artificial intelligence (AI) into its risk management system, including 

predictive analytics to analyze financial risks across many markets. The firm uses machine 

learning algorithms to estimate market volatility risks by scanning global supply networks, 

economic trends, and financial data. 

 

Impact: 

 

Walmart decreased supply chain financial risks by 20% by proactively modifying 

procurement tactics. AI-driven insights enabled independent directors to take proactive 

actions to mitigate anticipated market swings. The capacity of AI to discover abnormalities 

and flag them for examination has enhanced compliance with international banking rules. 

 

5.0  Challenges in Adopting Generative AI in Corporate Governance 

Despite its benefits, using generative AI into corporate governance poses various challenges: 

 

1. Data Privacy and Security Issues 

 

The application of AI in fraud detection necessitates access to massive volumes of sensitive 

financial information. Data security and compliance with legislation such as the General Data 

Protection Regulation (GDPR) provide substantial challenges (Anderson et al., 2022). 

 

2. Ethical and regulatory considerations. 

 

AI-driven decision-making creates ethical challenges, such as algorithmic biases and the lack 

of transparency in AI-generated suggestions. Policymakers must create clear criteria for 

appropriate AI use (Johnson & Taylor, 2023). 

 

3. Skill Gaps among Independent Directors 

 

Many independent directors lack the technical skills required to appropriately comprehend 

AI-generated insights. Organizations must engage in training programs to overcome the talent 

gap and enable directors to effectively use AI tools (Lee & Kim, 2022). 

 

4. Reliability of AI models 

 

AI models are not perfect, and they may generate false positives or misunderstand data. 

Independent directors must take caution when relying only on AI-generated insights and 

ensuring that human supervision remains an essential component of decision-making 

(Martinez & Gupta, 2021). 

 

5. Integrate with existing governance frameworks. 

 

The use of AI-powered fraud detection systems must be consistent with corporate governance 

principles and legal constraints. To optimize the usefulness of AI, businesses must implement 

comprehensive integration methods. 
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6.0 Future Directions and Recommendations 

To optimize the benefits of generative AI in corporate governance, businesses and 

policymakers should adopt the following steps: 

 Create AI Training Programs - Businesses should provide specialized training for 

independent directors to improve their grasp of AI-powered fraud detection systems. 

 Establish Ethical AI Guidelines: Regulatory agencies must develop frameworks that 

encourage transparency, accountability, and ethical AI use in corporate governance. 

 Improve collaboration between AI experts and boards. Collaboration between AI 

specialists and independent directors can help with the implementation and 

understanding of AI-generated insights. 

 Invest in Secure AI Systems - To secure sensitive corporate data, organizations must 

guarantee that AI technologies follow strict cybersecurity protocols 

 Regulatory Compliance and AI Audits: Governments should implement AI audits and 

compliance checks to oversee the appropriate use of AI in corporate governance.  

7.0 CONCLUSION  

Generative AI has tremendous potential to change corporate governance by providing 

independent directors with superior fraud detection and risk assessment skills. While worries 

about data privacy, regulatory compliance, and skill gaps must be addressed, the benefits of 

AI-powered supervision systems clearly exceed the dangers. Independent directors who use 

AI responsibly may improve transparency, uncover fraud proactively, and contribute to the 

overall integrity of corporate governance systems. Future research should focus on improving 

AI models' accuracy, reducing biases, and ensuring ethical AI deployment in corporate 

decision-making processes. 
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