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Tackling the issue of shadow AI: 
Four steps for success
Artificial intelligence (AI) is a pivotal force helping individuals across all 
industries to drive innovation and efficiency. However, the rise of shadow AI—
unauthorized or unsanctioned AI tools and applications within organizations—
poses significant challenges. This phenomenon occurs when employees 
independently adopt AI solutions without the knowledge or oversight of 
the IT department, often to enhance productivity or streamline tasks. While 
well-intentioned, shadow AI can lead to security vulnerabilities, compliance 
issues, and data privacy risks, making it a growing concern for businesses.

Rather than fearing the rise of shadow AI, organizations should focus on creating safe environments 
where employees are both informed and empowered to innovate. Below is a step-by-step guide that can 
help leaders tackle the challenges of shadow AI and enable employees to fully understand and use AI 
tools for maximum benefit.

The first step in addressing shadow 
AI is to prioritize efforts wisely. Rather 
than attempting to manage every 
potential issue, organizations should 
adopt a proactive, risk-based approach. 
Identifying and focusing on high-risk 
areas ensures that resources are allocated 
efficiently and critical threats are 
addressed first. This targeted strategy 
allows organizations to mitigate the most 
significant dangers posed by shadow AI, 
thereby safeguarding sensitive data and 
maintaining compliance with 
industry regulations.

1. Pick your battle

https://www.huronconsultinggroup.com/insights/building-ai-operations-model
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Education is a cornerstone in managing shadow AI effectively. Employees should be well-informed about 
the significance of responsible AI usage. In most cases, employees use generative AI with the best of 
intentions. They often do not realize the dangers they expose to themselves and their organizations. 
 
Here are a few examples of how shadow AI might impact your industry:

2. Educate your team

Example: Medical 
professionals using 
unauthorized AI tools for 
patient diagnostics could 
lead to misdiagnosis or data 
breaches. Using chatbots for 
patient interaction without 
oversight might also risk 
patient confidentiality.

Impact: Potential non-
compliance with HIPAA 
regulations, compromised 
patient data security

Example: Engineers using AI 
for predictive maintenance 
without formal channels 
might overlook necessary 
compliance with safety 
standards. 
 
 
 
 

Impact: Potential safety 
risks, inefficient resource 
allocation, regulatory issues

Example: Teachers using 
AI grading tools not vetted 
by IT may result in biased 
or incorrect assessments. 
Students might use AI for 
unauthorized assistance on 
assignments.

 
 
Impact: Issues with 
academic integrity, data 
privacy violations

Example: Workers 
employing AI for process 
optimization without IT 
oversight may implement 
flawed systems that lead to 
production inefficiencies. 

 
 
Impact: Increased 
downtime, safety risks, and 
compliance challenges

Example: Financial analysts 
using unapproved AI 
algorithms for trading can 
create risks related to market 
manipulation and data 
integrity.

 
 
 
Impact: Regulatory 
penalties, compromised 
financial data security

Example: Government 
employees utilizing AI tools 
for citizen engagement can 
lead to privacy violations if 
data handling practices are 
not controlled. 
 
 
 
 

Impact: Erosion of public 
trust, legal repercussions 
related to data misuse 
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https://www.huronconsultinggroup.com/insights/seven-actions-enforce-AI-practices
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Conducting regular training sessions can help staff understand the do’s and don’ts of AI implementation 
and use, highlighting the potential risks associated with unauthorized AI tools. By fostering a culture of 
awareness and responsibility, organizations can empower their teams to make informed decisions that 
align with company policies and ethical standards.

One of the primary reasons employees resort to 
shadow AI is the lack of accessible, sanctioned AI 
tools within the organization. By making approved AI 
solutions readily available, organizations can reduce 
the temptation to use unauthorized alternatives. 
Additionally, making AI tools accessible creates a safe 
environment where individuals feel empowered to 
explore how AI can enhance their output. This kind 
of self-led, hands-on education can often provide 
far more value than a mandatory presentation or 
standardized course.

To create a safe space for exploration, leaders should 
collaborate with IT departments to ensure employees 
have access to approved and secure AI applications. 
Rather than issuing a zero-usage policy, consult with 
IT personnel who can work toward making a few 
tools available in the near term while developing a 
more robust infrastructure that supports safe and 
authorized AI usage for the long term. This can help 
organizations reduce shadow AI, boost innovation, and 
pave the way for future AI-based technology adoption.

Organizations should explore technology that can help monitor and manage AI usage within the 
company. Implementing tools designed to scan, evaluate, and oversee AI activities can significantly 
enhance security and compliance. These products can provide insights into AI application usage, alerting 
IT departments to potential shadow AI activities and enabling swift intervention when necessary. By 
harnessing technology, businesses can maintain a secure and compliant AI environment, reducing the 
risks associated with unauthorized AI tools.

3. Create a safe space for exploration

4. Leverage monitoring solutions
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How can organizations begin taking 
these steps? 
While shadow AI presents complex challenges, a structured and strategic approach can effectively 
mitigate its risks. By prioritizing high-risk areas, educating employees, creating safe spaces for exploration, 
and leveraging monitoring solutions, organizations can foster a secure and innovative environment that 
responsibly harnesses AI’s full potential.

Our dedicated team of AI experts can help your organization get ahead of shadow AI. Discern the right AI 
use cases for your environment, launch AI governance models, and upskill your team with our experts.

Learn more

https://www.huronconsultinggroup.com/expertise/digital/AI-services

