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Abstract

Inspired by recent developments at OpenAl, this qualitative article examines leadership dynamics in the
technology sector compared to traditional sectors, focusing on their impact on ethical decision-making
processes. A case study methodology centered on OpenAl explores how leadership approaches influence the
advancement and ethics of Artificial Intelligence (Al) technology, revealing complex connections between
leadership styles, organizational behavior, and structure. The uncertainty about Al's future highlights the need
for organizations in this field to have competencies like communication, transparency, and agility for effective
navigation in a changing environment. The article discusses the management under Sam Altman at OpenAl,
analyzing the complex effects on motivations, organizational cultures, and stakeholder strategies of
technological organizations that declare non-profit status. The study proposes an organizational culture and
leadership model that merges pragmatism with idealism, innovation, and ethical responsibility, contributing
to academia. It also highlights the risks of this model, noting how the flexibility of ethical standards, by
prioritizing quick results, could undermine public trust and foster a reactive rather than proactive governance
culture. Future research should track the evolution of Al leadership and organizational behaviors, assess the
cultural and regulatory impacts on strategies, and evaluate the effectiveness of current leadership programs
in addressing these challenges.

Keywords: Tech Industry Leadership, Artificial Intelligence, Organizational Behavior, Pragmatic Ideliasm,
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Teknoloji Endiistrisinde Liderlik Dinamikleri ve Orgiitsel Davranis:
OpenAl Ornegi

oz

OpenAl firmasinda yasanan son gelismelerden ilham alan bu niteliksel makale teknoloji sektoriindeki liderlik
dinamiklerini geleneksel sektorlerle karsilastirmall olarak incelemekte ve bu dinamiklerin etik karar verme
stiregleri iizerindeki etkilerine odaklanmaktadir. OpenAI’r konu alarak vaka ¢alismast metodolojisi kulanan
bu makale, liderlik yaklasimlarimin Yapay Zeka (YZ) teknolojisinin ilerlemesi ve etigi iizerindeki etkisini
arastirmakta ve liderlik tarzlari, orgiitsel davranis ve yapt arasindaki karmasik baglantiyi ortaya koymaktadir.
YZ'nin gelecegi hakkindaki belirsizlik, bu alandaki orgiitler icin degisen ortamda etkin navigasyon adina
iletisim, seffaflik ve ceviklik gibi yetkinliklere sahip olmanin kritik 6nemini vurgular. Makale, OpenAl'nin Sam
Altman liderligindeki yonetimini inceleyerek, kar amaci giitmedigini belirten teknolojik kuruluslarin
motivasyonlary,  orgiitsel  kiiltiirleri  ve paydas stratejileri iizerindeki  karmagsik etkilerini  ele
almaktadwr. Calisma, inovasyonu etik standartlar ve agik iletisim ile uyumlu hale getiren, pragmatizm ile
idealizmi harmanlayan yenilik¢i fakat etik olarak sorumlu bir érgiit kiiltiirii ve liderlik modeli dnererek
akademiye katkida bulunmaktadwr. Makale, bu modelin potansiyel risklerine de dikkat ¢ekerek, etik
standartlarin esnekliginin hizli sonuglar: onceliklendirme egilimi nedeniyle kamu giivenini zedeleyebilecegini
ve proaktif yerine reaktif bir yonetisim kiiltiirii olusturabilecegini belirtmektedir. Gelecek arastirmalar, YZ
liderligi ve orgiitsel davranislarin evrimini takip etmeli, stratejilerin kiiltiirel ve diizenleyici etkilerini
incelemeli ve mevcut liderlik programlarinin bu zorluklara karsi etkinligini sorgulamalidir.
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1. Introduction

As technology becomes increasingly integral to our daily lives, the role of companies
in governing the development and deployment of artificial intelligence (Al) becomes more
pronounced, particularly due to the multilayered impacts these technologies have. Al
systems, which enable machines to mimic human intelligence through learning, reasoning,
and self-correction, are key to addressing various ethical, social, and economic challenges.
These technologies are now revolutionizing multiple sectors, including media with
automated content creation, healthcare through predictive diagnostics, finance via
algorithmic trading, criminal justice by enabling predictive policing, marketing with targeted
advertising, grief tech through digital memorials, Al companions such as social robots, and
electoral processes by optimizing campaign strategies, showcasing its widespread
transformative impact. However, Al also brings existential risks such as unaligned artificial
intelligence, biotechnological pandemics, nuclear warfare, and severe environmental
catastrophes, along with algorithmic biases and high resource consumption, necessitating
ethical considerations (Bostrom, 2014; Lofgren et al., 2022; Peters & Carman, 2024; Ferrara,
2023).

Kranzberg’s (1986) First Law of Technology asserts that “Technology is neither
good nor bad; nor is it neutral,” the impact of Al on society is shaped by the usage context
and the intentions of its developers, which underscores the critical role of ethical leadership
in Al development, as the technology inherently reflects the values and biases of its creators.
The challenge of Al governance lies in balancing regulation with innovation, protecting
privacy, and managing complex dynamics in the emerging economy and potential data
misuse (Stark & Hoey, 2021). Parallel to these, there is a critical need for holistic strategies
to manage the environmental impacts of Al and cloud computing, specifically addressing
significant carbon and water footprints, with an industry-wide focus on sustainable Al
development (Li et al., 2023). Addressing these diverse challenges requires a governance
framework that meets technical compliance and ensures that Al systems are understandable
and their decisions can be scrutinized. Therefore, an emphasis on explainability,
interpretability, and reproducibility is crucial to ensure that these technologies contribute
positively to society while mitigating negative impacts (Camilleri, 2023). Leaders must
embed principles of ethical Al into the company’s ethos, motivating employees to adhere to
these standards and enhancing the capability to develop innovative and ethical Al systems.

The self-improving nature of Al and AGI (Artificial General Intelligence, which refers to Al
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systems that can understand, learn, and apply intelligence across a broad range of tasks)
requires a shift in leadership paradigms, underscoring the need to explore diverse leadership
styles for effective and ethical management of these technologies. Business leaders should
refine their strategic, data management, and leadership abilities and evolve corporate
governance structures to mitigate risks. The roles of the Chief Digital Officer and Chief Data
Officer are crucial for clear, strategic communication across the firm, aligning digital
transformation and data governance with organizational goals, thus enhancing decision-

making and efficiency (Daidai & Tamnine, 2023).

This study explores how leading Al firms address the dual pressures of innovation
and ethical responsibility, aiming to develop leadership models that promote technological
advancement and align with societal good. This highlights the importance of creating shared
value and aligning economic interests with broader societal challenges, which is a critical
governance strategy for technology companies (Porter & Kramer, 2011). However, the
effectiveness of this corporate governance is often met with skepticism due to the significant
impact of these companies on various industries, necessitating a blend of adherence to
external regulations and rigorous self-regulation to mitigate the societal and economic
impacts of their data-centric business models (Zuboff, 2019). Further, ensuring ethical
operations and upholding digital rights requires these firms to undergo structural changes
and make verifiable commitments that transcend profit-driven motives (MacKinnon, 2012;
Bebchuk & Tallarita, 2020).

Recent leadership changes at OpenAl, particularly surrounding CEO Sam Altman,
illustrate these evolving dynamics of organizational behavior and structure within the tech
industry, reflecting a broader trend where shifts in leadership often signify strategic
realignments in organizational priorities (De Clercq et al., 2018). OpenAl, a leader in Al
technology, faces the challenge of maintaining its innovative edge while committing to
responsible Al development. This balance demands leaders with deep technological
proficiency who can rapidly respond to ethical and social concerns (Bécklander et al., 2021).
Effective leadership styles, as categorized in the Full Range Leadership (FRL) model—
transformational, transactional, and passive/avoidant—play a crucial role in addressing
different strategic needs and significantly impacting organizational behavior and culture
(Kindarto et al., 2020; Antonakis & Day, 2018). Specifically, transformational leadership is
essential in fostering a culture of innovation and adaptability, motivating employees to

handle ethical and technological complexities, thus enhancing the organization's capability
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to balance innovation with responsibility (Bass, 1985; Mumford et al., 2000). Grounded in
different leadership and organizational theories, which are explored in depth in the literature
review, this study bridges the domains of Al technology and organizational behavior.

The Al era is marked by hyper-innovation, characterized by rapid, multidimensional
advancements (Harris, 2002). With Al projected to grow at a Compound Annual Growth
Rate (CAGR) of 37.3% from 2023 to 2030, reaching a market size of $1,811.8 billion and
contributing $15.7 trillion to the global economy by 2030, the significance of Al in the global
market is undeniable (Forbes, 2024). The ambiguous circumstances surrounding Sam
Altman's dismissal and subsequent reinstatement, along with speculations ranging from new
algorithm developments to Microsoft's increasing influence, highlight high-stakes tech
leadership's complex and often opaque dynamics, where technological advancements
intersect with corporate governance and strategic decision-making. Drawing parallels with
OpenAl's situation, the tech industry has repeatedly witnessed similar leadership dynamics
patterns, serving as catalysts for major organizational transformations. One notable instance
is that of Steve Jobs at Apple. His initial departure and return to the company marked a
transformative era of innovation and growth. This period was distinguished by introducing
revolutionary products such as the iPhone, which illustrates how pivotal leadership changes
can drive significant advancements and shifts within tech companies. Similarly, Jack
Dorsey's return to Twitter as CEO in 2015, after being pushed out in 2008, aimed to revitalize
the company during a period of stagnation. At Google, co-founder Larry Page's assumption
of the CEO role in 2011 from Eric Schmidt signified a strategic shift towards more focused
innovation and product development. The evolution of Bill Gates's role at Microsoft—from
CEO to product development to part-time philanthropy—illustrates how leadership changes
can reflect shifts in a company's priorities and strategies.

These examples from recent history reveal a clear pattern: leadership transitions and
dynamics in this sector often lead to significant transformations in organizational behavior.
Unlike the gradual and predictable changes in traditional sectors, these shifts often involve
a comprehensive reevaluation of company culture, operational norms, and ethical
frameworks (Erhan et al., 2022). This dynamic relationship between leadership and
organizational behavior is a defining characteristic of the tech industry, making it a uniquely
challenging and intriguing field of study. To understand the diversity in leadership styles
and organizational priorities within the Al industry, it is instructive to examine other Al-

centric companies. For example, after being acquired by Alphabet Inc., DeepMind, an Al
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research lab initially focused on deep learning and neural networks, saw significant
operational changes, such as increased focus on Al safety and broader research applications.
This contrasts with OpenAl's transition from a nonprofit organization (NGO) to a capped-
profit model, aiming to scale Al technologies while limiting profit motivations responsibly.
These changes illustrate differing strategies in the evolution of Al research and the pursuit
of ethical Al development. Similarly, Neuralink, under Elon Musk's ambitious and future-
centric leadership, diverges in focus by prioritizing Al for human enhancement, unlike
OpenAl's broader general Al objectives. Furthermore, with its varied ownership, Boston
Dynamics showcases the impact of leadership transitions on strategic Al commercialization.
Similarly, Microsoft's strategic investments in Al, under the leadership of Satya Nadella,
reflect a commitment to Al development and innovation, setting a precedent for integrating
Al across diverse product lines and services.

This study employs a case study methodology to explore the critical question: “How
do leadership styles in the tech industry differ from those in traditional sectors, and what
impact do these differences have on progress and ethical decision-making in Al
technology?” By focusing on OpenAl as a case study, the research underscores how
leadership in Al-centric organizations uniquely influences technological innovation and
ethical standards. This approach is well-suited to examining how the unpredictability of Al
challenges traditional leadership models, highlighting the need for adaptations. It discusses
the unique ways in which leaders in Al companies inspire and drive their teams, emphasizing
the crucial role this interaction plays in fostering innovation and upholding ethical standards
while critically examining its influence on organizational dynamics. This exploration
enhances the academic discourse on organizational behavior, focusing on the intricate
balance between rapid technological advancement and ethical standards adherence. The case
of OpenAl illustrates the broader tech industry's need for substantial investment in scientific
progress and challenges the notion that tech companies can solely function as non-profits
dedicated to public benefit. It reveals how ideological nuances like pragmatism and idealism
in leadership affect organizational direction and emphasizes that effective leaders must
exhibit skills such as passion, advocacy, community support, strategic focus, trust in
delegation, and continuous learning to navigate both internal and external challenges
successfully (Masoud & Basahal, 2023). This study aims to fill a significant gap in existing
research by detailing how Al-centric organizations can effectively balance rapid

technological advancements with robust ethical practices. It will provide empirical insights
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into the strategic adjustments required in leadership roles within the tech industry and
suggest frameworks for developing policies that support ethical Al development.
Additionally, by exploring OpenAl's leadership strategies, this research contributes new
perspectives on the interplay between innovation and ethical governance in high-stakes

environments.
2. Literature Review

The study of organizational behavior significantly benefits from understanding the
spectrum of leadership styles encapsulated comprehensively in the Full Range Leadership
(FRL) model. This model outlines three distinct leadership styles: passive/avoidant,
transactional, and transformational (Kindarto et al., 2020; Antonakis & Day, 2018). The
distinction between these styles is particularly beneficial as they cater to varied strategic
needs and organizational behavioral dynamics. Transformational leadership, which
emphasizes inspiring and motivating employees, plays a key role in dynamic environments
that require innovation and adaptability (Bass, 1985). This is critical in sectors like
technology and startups, where a leader's vision and charisma heavily influence
organizational culture, fostering employee creativity and continuous improvement
(Mumford et al., 2000). On the other hand, transactional leadership, which focuses on
operational efficiency and specific goal achievement, shapes organizational behavior toward
structure and order. This style, ideal for industries that value consistency and precision, like
large-scale manufacturing or established corporate environments, encourages a culture of
compliance and predictability. Employees in these settings are typically motivated by

rewards and penalties linked to performance metrics.

Meanwhile, the passive/avoidant leadership style, characterized by minimal
intervention and a hands-off approach, often leads to insufficient guidance and
procrastination in decision-making (Kindarto et al., 2020). While this method intends to offer
employees autonomy, it can inadvertently create confusion and hinder prompt actions. The
right moments to intervene or maintain leadership distance, especially in situations requiring
swift and decisive leadership, to propel the organization forward and maintain its readiness
for change becomes pivotal. Thus, the passive/avoidant leadership style is generally
unsuitable for the tech industry because its approach might not effectively inspire or motivate

employees toward ideal organizational goals. While a pragmatist might argue that this style
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could fit contexts valuing autonomy and self-direction, it demands careful application to

prevent confusion and inefficiency.

Nokia's failure to fully embrace the smartphone revolution, Kodak's late response to
digital photography, Blockbuster's reluctance to move away from physical rentals to digital
streaming, and Myspace's inability to evolve its social networking platform in the face of
competition from Facebook all reflect strategic missteps that can be partly attributed to
leadership styles that were either too passive or slow to recognize and act upon emerging
trends and technologies. These examples serve as a precursor to a deeper examination, as
illustrated in Table 1, which elucidates the relationship between leadership styles,
organizational cultures, and operational characteristics across four key industries. It
illustrates the spectrum from transformational, agile leadership in technology to the
hierarchical, process-driven approach in manufacturing, showcasing the varied
organizational cultures. This aids in understanding how different leadership theories are
applied in these industries. Transformational leadership theory, marked by vision,
inspiration, and the ability to drive change, is notably prevalent in the tech industry. Figures
such as Steve Jobs and Elon Musk embody this style, propelling innovation and fostering a
culture of ongoing improvement. However, this approach also brings controversy, especially
in the tech industry, where all humanity is considered a stakeholder, underscoring the far-
reaching impact of their decisions. Transactional leadership typically yields disciplined,
results-oriented organizational behavior. It establishes clear guidelines and incentives for
achieving specific goals, ensuring high operational efficiency and clarity in employee roles.
In contrast, transformational leadership creates a dynamic and adaptable organizational
culture. It propels employees to think creatively, challenge norms, and embrace flexibility
and innovation (Gurbuz & Gulec, 2022). Transformational leaders are known for their ability
to stimulate followers to go beyond self-interest for the good of the team or organization,
inspiring them to achieve the organization's mission and vision (Hautala, 2016; Karimi et
al., 2023).

Table 1

Comparative Analysis of Leadership Styles, Organizational Cultures, and Operational Characteristics
Across Four Key Industries

Technology Manufacturing Healthcare Finance
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Leadership
Style

Often

transformational,

agile, and visionary,

focusing on
innovation and

disruption.

(Bass,1985)

Generally traditional,
hierarchical, with an
emphasis on process
optimization and
efficiency. (Taylor,
1911)

Collaborative, often
driven by patient-
centric values and

ethical considerations.
(Greenleaf, 1977,
Porter O’Grady,2003)

Risk-aware,
compliance-
focused, often
conservative.
(Fiedler, 1967;
Damodaran,2007)

Organizational

Culture

Open, flexible, and
often informal,
valuing creativity
and innovation.
(Schein, 2010)

Structured, efficiency-
focused, with formal

protocols.

Compassionate,
patient-focused, and
highly regulated.
(Ginter et al., 2018)

Professional,
competitive, and
confidentiality
focused.

Fast-paced, data-

Systematic, process-
oriented, and

Collaborative,
evidence-based, with

Cautious, data-
driven, regulated.

Decision-Making driven, often sometimes . . .
. . ethical considerations. (Palepu et al.,
decentralized. centralized. .
(Hickman, 2010) 2013)
(March,1994)
Slow, heavily Moderate,
influenced by balancing

Change
Management

Frequent and rapid,
embracing change

as a constant.

Gradual, often
resistance to rapid
change. (Kotter,1996)

regulations and new

medical discoveries.

(Shortell & Kaluzny,
2011)

innovation with
stability and
regulatory
requirements

Balancing

innovation with Maintaining Managing patient care Navigating

ethical efficiency, adapting to with administrative financial risks,

Key Challenges . . . ) .

considerations, technological and financial regulatory
managing rapid changes. constraints. compliance.

growth.

Increasingly )
Central to Important for process Essential for data

Focus on

Technology

operations and

strategy.

(Christensen, 1997)

improvement but
secondary to
production.

important for patient
care and data
management. (Topol,
2012)

management,
security, and
operations.

Transformational and transactional leadership styles are both essential and

complementary for effective leadership. This allows leaders to strike a balance between

immediate operational demands and long-term innovation (Bass et al., 1987). With its

pragmatic focus, transactional leadership emphasizes goal achievement and a clear rewards

and penalties system, addressing the practical aspects of organizational performance and

employee motivation. In contrast, transformational leadership adopts an idealistic stance,
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striving to inspire employees beyond short-term incentives and concentrating on broader

objectives like innovation, creativity, and collective organizational aims.

Within the interplay of these leadership styles, it is here that the nuanced relationship
between pragmatism and idealism becomes particularly relevant. This connection
underscores a profound insight: Pragmatism, despite its grounded approach, has ties to
idealism and has even been accused of being a form of idealism (deVries, 2018). This is
because both approaches, at their core, aim to realize an envisioned future, albeit through
different means—pragmatism through measurable outcomes and idealism through visionary
goals. Leaders are encouraged to choose between these styles contextually, tailoring their
approach to their organization's specific needs and objectives. This strategic adaptability
highlights an organization's need to remain flexible and innovative in a rapidly changing
tech industry (Hamel, 2000).

A balanced leadership approach, which integrates knowledge management,
empowering leadership, and psychological capital, is especially effective in the tech sector
(Dhamija et al., 2023). This authentic leadership style significantly influences employee
engagement, performance, and transparent communication (Hadziahmetovic & Salihovic,
2022). Such adaptability and capacity for ongoing learning are supported by a robust culture
of communication, which is crucial for navigating the rapid changes in the business
environment and fostering continuous improvement (Polzer, 2022). In this context,
integrating computational social science is pivotal, as it offers data-driven insights into team
dynamics and leadership effectiveness, thus enhancing decision-making and reinforcing
collaborative efficiency. This alignment of advanced analytical techniques with leadership
practices signals a strategic shift in the tech sector toward fostering a culture of innovation,
responsiveness, and heightened performance.

Conversely, the manufacturing sector aligns more with classical management theory,
focusing on efficiency, standardization, and hierarchical structures for process control and
optimization, which are crucial for precision and efficiency (Taylor, 1911). Servant
leadership is the primary approach in healthcare, emphasizing well-being and ethical
practices, central to a care-focused field (Greenleaf, 1977; Palabiyik et al., 2023). This
collaborative, patient-centered style addresses patient needs and fosters a compassionate
work environment, mirroring the principles of compassionate leadership, which integrates
the NEAR process—Noticing, Empathizing, Appraising, and Responding to suffering—

with the exercise of power to enhance organizational well-being and resilience (Dutton et
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al., 2014; Cunha et al., 2021). As servant leadership also gains prominence in the tech
industry, it aligns with evolving leadership requirements by empowering teams, addressing
ethical challenges in a rapidly advancing technological environment, and legitimizing
compassionate acts within the workplace, thereby enhancing leaders' capacity to alleviate
employee distress and earning organizational legitimacy (Tost, 2011). Meanwhile, the
finance sector often adopts contingency theory, underscoring the need for situational and
adaptive leadership. Leaders in this dynamic sector must balance risk and compliance in a
constantly shifting regulatory and economic landscape (Fiedler, 1967; Shala et al., 2021).
This contrasts with the tech industry, which excels through a focus on innovation and

adaptability.

Diverse leadership styles in sectors like technology, manufacturing, healthcare, and
finance meet unique needs yet share a common element: the crucial role of operational
managers in boosting workforce productivity and organizational growth. Their impact goes
beyond basic management; it involves shaping employee behavior and setting standards for
success (Kashani, 2019). Regardless of the leadership style, the effectiveness of managers

in their roles is vital for organizational health and progress.
2.1. Leadership and Organizational Behavior in Tech

The tech industry stands apart from traditional sectors due to its emphasis on swift
innovation, requiring leaders to quickly adapt to changing market conditions and
technological advancements. An effective leadership style in this context melds pragmatic
decision-making with visionary idealism. Leaders who master this blend are marked by their
flexibility, creativity, and strong belief in their ability to lead teams and bring innovative
concepts to fruition. These qualities are essential for driving innovation and navigating the
unique operational strategies of tech companies, significantly benefiting from leaders'

professional training and experiences (Michaud, 2019).

The sector's agility is complemented by a cultural acceptance of risk and failure,
which is essential for the innovation cycle. Tech leaders prioritize balancing technology
investments with tangible business value, ensuring that funds allocated lead to measurable
cost savings or revenue generation. Unlike traditional businesses, which often experience
slower, more capital-intensive growth due to their reliance on physical resources, tech

companies can scale rapidly with minimal additional costs after initial development.
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Tech firms often adopt revenue models centered around user growth, such as
subscriptions or advertising, diverging from traditional sectors' focus on stability (Kanter,
2008). This reflects a broader willingness among stakeholders to sacrifice short-term profits
in anticipation of significant long-term market disruption, contrasting with the traditional
emphasis on steady growth and dividends. Moreover, the tech industry's focus on areas like

R&D demands specialized skill sets different from those required in more traditional roles.

The ethical and societal implications of tech, especially in Al, pose immediate and
complex challenges directly linked to product functionalities, setting them apart from the
traditional business concerns over labor, environmental impact, and corporate governance.
Success for CEQs in the Al sector hinges not just on technological acumen but on navigating
the nuanced interplay between internal dynamics, external networks, and Al's societal
implications, achievable through skillful project management and strategic technological
innovation (Zaman, 2020). While fostering strong internal relationships is crucial for
innovation, leaders must avoid an overly inward focus that can limit a firm's innovative
potential (Cao, 2015). Instead, balancing this with robust external networks is vital for
sustaining innovation and competitiveness, a strategy of particular importance in the rapidly

evolving Al landscape (Tagscherer & Carbon, 2023).

Tech leaders like Microsoft's Satya Nadella and Google's Sundar Pichai exemplify
the multifaceted nature of leadership in technology, where strategic vision is key to
navigating the societal implications of tech advancements. Since becoming CEO in 2015,
Sundar Pichai has steered Google towards purposeful innovation, focusing on Al and
machine learning. A notable example is the transformation of Bard into Gemini, highlighting
Google's commitment to pioneering efforts and collaboration- although both Gemini and the
recent release of Google’s Al-enhanced search failed terribly (BBC, 2024; Pichai, 2024).
Their approach aligns with systems thinking, which emphasizes recognizing and influencing
the complex interplay of factors within an organization and team learning, advocating for
viewing organizations as interconnected systems where innovation results from collective
effort (Senge & Sterman, 1992). This demonstrates how systems thinking can drive
transformative change, fostering an adaptable and responsive organizational environment to

market shifts and rapid technological advancements (Christensen & Raynor, 2003).

Comparing OpenAl's strategy under Sam Altman with Apple's approach during
Steve Jobs' leadership illustrates distinct organizational philosophies. Steve Jobs' tenure

starting in 1997 was characterized by transformative leadership, revitalizing Apple's product

163



A. A. BOZDAG

line and culture, and applying double-loop learning to reevaluate the company's core
practices and values (Adigwe, 2024). In contrast, OpenAl, as a nonprofit NGO, is dedicated
to ethically advancing Al for the public good, emphasizing open access and ethical
governance—a commitment to societal impact (Anheier, 2009). While Apple under Jobs
aimed for profitability and market dominance (Porter, 1985), OpenAl under Altman focused
on balancing innovation with ethical Al development, highlighting a mission-centric
approach. This juxtaposition suggests that future Al leadership might integrate algorithms
with human roles to enhance decision-making and team dynamics, leveraging data-driven
insights (Quaquebeke & Gerpott, 2023). OpenAl's decision-making process, emphasizing
collaborative efforts and diverse perspectives, contrasts with Apple's focus on market trends
and profitability, driven by for-profit decision-making processes (Cyert & March, 1963;
Oster, 1995). Apple's resource allocation strategy, aimed at product development and
maximizing shareholder returns, showcases a conventional balance between managerial
decisions and shareholder interests (Jensen & Meckling, 1976). Both organizations,
however, embody disruptive innovation in the tech industry, with a shared commitment to
team learning as a core component of a learning organization (Senge & Sterman, 1992;
Christensen, 1997).

The tech sector's focus on adaptability and continuous learning creates a dynamic
environment that encourages innovation and reevaluating norms and values. Leadership
transitions in this context can often indicate strategic and cultural shifts, underscoring the
need for effective communication to align organizational objectives and improve the work
environment. The quality of leadership significantly influences organizational culture,
employee productivity, and the fostering of an innovative climate. This influence is pivotal
in shaping a tech company's direction and culture (Sonmez Cakir & Adiguzel, 2020).

3. Methodology

This qualitative study explores the differences in leadership styles between the tech
industry and traditional sectors and their impact on Al development and ethical decision-
making. Utilizing a qualitative research approach, the investigation delves into the complex
dynamics of leadership, organizational behavior, and technological innovation—areas
significantly influenced by subjective and contextual factors. A dual methodology,
combining case studies and content analysis, offers a rich analysis of these themes. OpenAl

is chosen as a case study due to its crucial role in Al development and notable leadership
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changes, providing a context for examining contemporary leadership within the tech sector.
This choice enables a detailed exploration of OpenAl's organizational responses during
transformative periods via publicly shared interviews, observations, document analysis, and
archival search. Simultaneously, a content analysis across the tech industry aims to identify,
compare, and contrast leadership styles and their outcomes. This involves a systematic
review of high-impact documents and studies sourced from comprehensive databases such
as JSTOR, Google Scholar, PubMed, and IEEE Xplore, selected based on their high citation
counts and direct relevance to Al and leadership. Search queries were carefully crafted to
include key terms such as “Al leadership, technological innovation,” and “ethical decision-

2

making,” ensuring that only the most relevant and cited documents were reviewed. The
research period from January 2023 to May 2024 is meticulously analyzed to capture the
latest leadership trends and innovations in tech-focused organizations. Document analysis
was particularly suited to this study as it allows for an extensive review of varied sources,
including peer-reviewed articles, company reports, and news articles. This method not only
supports the investigation of historical and current trends in leadership but also aligns with
the qualitative nature of our inquiry, facilitating an in-depth understanding of complex
dynamics within tech leadership. The combination of document analysis with case studies
enriches the research by providing a dual perspective—both broad and focused—on the

leadership styles shaping Al development and ethical decision-making.

Ethical considerations are strictly maintained throughout the study to ensure fairness,
accuracy, and respect, given that real organizations and individuals are involved. This
rigorous ethical stance supports the integrity of the research findings. By linking empirical
findings with theoretical frameworks on transformational and transactional leadership and
integrating discussions on Al ethics, this study advances understanding of how leadership
impacts ethical practices in technology sectors. It significantly contributes to the discourse
by establishing a link between leadership behavior and ethical Al development, filling a gap
in the current literature on the interplay between technology leadership and ethical decision-
making. It addresses the critical need for research on the ethical dimensions of tech industry
leadership, providing insights that are vital for shaping responsible innovation and Al
deployment strategies. These contributions are poised to influence both academic literature
and practical governance, offering guidance for future research and policy formulation. This
study was not funded by any external entity and there are no conflicts of interest to declare.

4. Findings: The Case of OpenAl
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OpenAl saga in November 2023 epitomizes the unpredictable velocity of change in
the tech industry's leadership landscape. Beginning with the abrupt dismissal of CEO Sam
Altman, the sequence of events sparked widespread turmoil, evidenced by a staff letter
threatening collective resignation due to looming concerns about a risky Al discovery (NY
Times, 2023). Amidst the ensuing discord, some attributed to Altman's reported lack of
candor and misalignment with OpenAl's ethos, a strikingly quick reversal occurred (Figure
1).

Figure 1

OpenAl Blog announcements showing Sam Altman's swift dismissal and reinstatement as CEQ, reflecting the

volatile nature of tech industry leadership.

Blog

Latest updates

@ OpenAl @ OpenAl

Sam Altman returns as CEO, OpenAl has a new initial OpenAl announces leadership transition
board Nov 17,2023
Nov 29,2023

*OpenAl, 2023a

This reinstatement marked a return to previous leadership and indicated a strategic
shift, as seen in the rapid executive decision-making and the introduction of new board
members Bret Taylor, Larry Summers, and Adam D'Angelo (OpenAl, 2023a). This series
of developments underscored the intricate interplay of governance, innovation, and ethics
within the tech industry while suggesting a more profound collaboration with Microsoft. It
brought to the forefront issues such as Al safety, deployment speed, possible secret deals
with Microsoft, and disagreements over strategy. The episode in question can be described
as a "leadership reinstatement,” where a leader is returned to their previous role after being
dismissed. This event is unusual in corporate governance, particularly when it occurs
publicly and amidst controversy. In the context of OpenAl, the development of Al and

potential AGI technology played a critical role in shaping leadership decisions and team
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dynamics. The interplay between technology and teamwork required a leadership style that
accounted for both the technological aspects and team morale (Larson & DeChurch, 2020).
The firing and subsequent reinstatement of CEO Sam Altman were directly influenced by
the challenges presented by advancing Al technology. Additionally, technology's role as a
medium of creation was underscored by how digital platforms could facilitate team
restructuring, exemplified by the potential for OpenAl staff to transition to Microsoft
(CNBC, 2023; ABC News,2023). The public and employee reactions to these developments,
particularly the strong response from OpenAl staff, underscored the critical role of
leadership decisions in shaping employee morale and public perception, especially in high-
tech industries. The dismissal of Sam Altman from OpenAl sparked potential mass
resignations, indicating deep-seated loyalty to Altman and widespread dissent against the
board’s decision (Metz et al., 2023). Microsoft's prompt offer for Altman to lead a new Al

research team underscores the complex dynamics in the tech sector.

During his Senate committee testimony, Altman presented Al as a technology with
potentially catastrophic outcomes if mismanaged, emphasizing a strategy of transparency to
build public trust and suggesting a reliance on OpenAl to mitigate these risks (PBS
NewsHour, 2023). This communication approach could strategically position OpenAl as a
pivotal entity in Al, shaping policy and public perception, thus resulting in more hype in Al-
related topics (McComas, 2006). It is vital to critically assess such public statements to
prevent exaggeration of the dependency on particular companies for Al safety. Moreover,
Helen Toner, a former OpenAl board member, allegedly disclosed in a podcast that
significant company developments were concealed from the board by Altman, contributing
to his dismissal due to misrepresentations and a toxic work environment, as reported by two
executives (TED, 2024). Amidst these internal upheavals, speculation around Project Q*
emerged, attracting significant attention within the tech community. According to reports,
Project Q* might be an advanced Al algorithm with breakthrough mathematical reasoning
and cryptographic analysis capabilities, potentially marking a major advancement in Al. The
leak of information regarding Project Q*, described as “unfortunate” by Altman, raised
critical questions about the essence of openness in open-source Al development (The Verge,
2023). The use of the term "leak™ in this context suggests a deviation from the core principles
of open-source ethics, which emphasize transparency and free sharing of information while

highlighting the intricate balance between collaborative openness and the safeguarding of
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sensitive, potentially transformative Al research. This led Elon Musk and many people on
X (former Twitter) to call OpenAl “ClosedAI” (Figure 2).

Figure 2:
Musk, E.(2024, March 6). Change your name To ClosedAl and I will drop the lawsuit [Tweet]. X.

OpenAl & @0penAl - Mar 6 .
We are dedicated to the OpenAl mission and have pursued it every step of
the way.

We're sharing some facts about our relationship with Elon, and we intend to
move to dismiss all of his claims.

@ OpenAl

OpenAl and Elon Musk

From openai.com

Q17K 1132k O 13K il 3.5Mm [ &

: z Elon Musk 2 B @elonmusk - Mar 6

Change your name

Q 983 112K Q 13K il 1.5M -
@elonmusk

To ClosedAl and | will drop the lawsuit

*@elonmusk, 2024

Elon Musk initiated a legal dispute against OpenAl, accusing it of shifting away from
its non-profit origins toward profit-driven operations. In response, OpenAl published emails
exchanged with Musk that highlighted a previously suggested $1B funding commitment to
underscore its dedication to its mission and the resources needed for advanced general AGI
development (OpenAl, 2024). Amidst this controversy, OpenAl introduced a significantly
advanced Al model, 4GPT-o (0" for "omni"), capable of real-time reasoning across audio,
vision, and text. Concurrently, OpenAl formed a strategic partnership with News Corp.,
allowing its news content to be integrated into ChatGPT queries, a deal potentially valued at
over $250 million over five years (Washington Post, 2024). Furthermore, OpenAl has
established a new safety team led by CEO Sam Altman, aiming to fortify safety and security
measures in light of recent key personnel departures and the dissolution of the
Superalignment (Al alignment with human values and safety standards) team (The Verge,

2024). The dismissal of the seasoned alignment team amidst rapid Al advancements and new
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commercial partnerships signals a concerning shift from prioritizing ethical oversight and
human-centered principles to favoring technological progress and profit, potentially
undermining both trust and safety within the broader Al community. These shifts were
marked by the resignations of llya Sutskever and Jan Leike, both key figures in Al ethics
and safety, with Leike moving to the rival startup, Anthropic Al, signaling a notable

reorganization within the Al community (Quartz, 2024).

The OpenAl scenario highlights a critical dilemma in the tech sector: aligning
technological progress with ethical governance amidst commercial ambitions and societal
responsibilities, especially within the framework of the so-called NGO. The role of its Board
of Directors is pivotal in ensuring that OpenAl's profit-driven goals do not compromise its
core ethical mission. This is particularly crucial when managing strategic partnerships, like
those with Microsoft, to prevent commercial interests from overshadowing the
organization's foundational commitments. As OpenAl addresses these complexities, its
experiences illuminate broader issues faced by tech companies striving to innovate
responsibly while building and maintaining trust in a rapidly evolving Al landscape. This
narrative serves as a vital example of the governance challenges and ethical quandaries

pervading the modern technological world.
4.1. Organizational Structure of OpenAl

Figure 3 showcases a mission-driven hybrid organizational structure, reflecting the
tech industry's progressive approach to corporate organization. This model merges non-
profit and for-profit entities under a unified governance system, with a non-profit parent
organization overseeing the commercial endeavors of its subsidiary to ensure alignment with
overarching ethical goals. OpenAl operates as a hybrid organization, starting as an NGO and
later integrating a capped-profit arm in 2019 to attract necessary capital while aiming to
balance this growth with its foundational ethical mission. This structural adaptation reflects
a pragmatic approach to funding and scaling Al advancements, ensuring the organization
can continue to compete and innovate in the tech industry while striving to uphold its ethical
commitments. So, the key feature of the for-profit subsidiary in this model is a cap on profits
(Figure 3), which limits shareholder earnings and redirects excess profits back to the mission,

ensuring that financial goals do not overshadow ethical objectives.
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Figure 3:
Diagram of OpenAl's Organizational Structure, detailing the relationship between its non-profit and for-

profit entities, board, and Microsoft's minority ownership.

Board of

directors

Controls

}

OpenAl' Inc. Wholly owns
501(c)(3) Public Charity --- gcontrols ~-*® OpenAlGPLLC
(OpenAl Nonprofit)
Owns Contral;

!

Holding company for
Microsoft OpenAl Nonprofit +  [¢—— Owns
employees + investors

Majority owner

l

OpenAl Global, LLC
(capped profit company)

Employees &
other investors

Minority owner ——————p|

*OpenAl, 2023b

OpenAl's investment structure incorporates a holding company that aggregates
employees and investors, crafting a model designed to balance profit sharing with mission
reinvestment. This framework fosters an organizational culture attractive to values-driven
tech professionals and investors. Strategic partnerships, particularly Microsoft's minority
ownership, offer potential for mutually beneficial collaborations that leverage shared
expertise and resources while adhering to the nonprofit’s mission-centric focus. However,
such involvement raises significant ethical concerns, as it could allow Microsoft
disproportionate influence over OpenAl’s strategic direction, potentially leading to practices
that prioritize commercial gains over ethical Al deployment and risk monopolistic influence,
which could stifle innovation and reduce diversity in the Al sector (Stout, 2013; Gerdes,
2022). The hybrid organizational structure depicted in Figure 3 represents a forward-
thinking approach in the tech industry, valuing both financial success and societal
contributions. Rooted in stakeholder theory (Freeman, 1984), it features a nonprofit entity at

its core with a profit-oriented subsidiary, aiming to balance profit objectives with an ethical
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mission. Despite Microsoft holding a minority stake, its involvement introduces potential
conflicts between profit-driven goals and the nonprofit's altruistic aims, which might restrict

sector diversity and curb open competition.

OpenAT’s organizational structure, influenced by the Shamrock Organization model
(Handy, 2014), demonstrates a tripartite system designed to ethically advance AGI. This
model eschews traditional hierarchical forms in favor of a more flexible setup, aligning with
OpenAlT’s progressive governance approach (Zammuto et al., 2007). It includes a core team
of executives and specialists guiding strategic direction, strategic partnerships like Microsoft
that bolster capabilities within an ethical framework, and a flexible workforce adept at
adapting to rapid technological changes and integrating ethical considerations. This structure
supports OpenAl's commitment to transparency and agility, crucial traits that distinguish the
dynamic Al sector from slower-changing, more traditional industries. Effective governance
in this model is essential for balancing commercial ambitions with ethical Al development.
This is particularly critical in managing the potential conflicts of interest that arise from the
minority stake of influential partners such as Microsoft. OpenAl's governance requires a
transparent approach to ensure that profit motives do not overshadow ethical imperatives,
thus preventing mission drift. Further enhancing this governance structure, OpenAl employs
a capped profit model that aligns financial outcomes with ethical goals, adhering to the
principles of stakeholder theory (Freeman, 1984). Leadership at OpenAl is crucial in
maintaining this balance. A leadership style that combines transformational and
transactional elements drives innovation while managing operational demands. This
approach is vital for fostering an ethical organizational culture and maintaining brand
integrity amidst complex partnerships. However, transparency in Al development goes
beyond mere disclosure of progress and intentions; it demands making the underlying
technologies and decision-making processes accessible and understandable to the public and
policymakers. There is a risk that ‘transparency’ could devolve into a mere buzzword, leading
to a false sense of security among stakeholders if not properly implemented. Additionally,
OpenAl’s leadership occasionally exhibits a controversial and crisis-driven style,
particularly evident during organizational upheavals or disputes. While sometimes
provoking significant debate, this leadership style plays a critical role during pivotal
moments—either stabilizing the organization and maintaining cohesion or exacerbating

conflicts and causing further divisions. This narrative underscores the complex balance
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OpenAl must navigate: innovating within an ethical framework while managing commercial

pressures and maintaining stakeholder trust in an innovation-centric industry.
5. Discussion

The OpenAl case exemplifies the future of leadership in the tech industry, where the
ability to balance technological advancement with ethical governance becomes essential for
sustainable success. Unlike transient events in other sectors, advancements in the tech
industry set a precedent for future innovations, imbuing each development with lasting
significance. This reality necessitates that tech companies respond to current trends and
actively forge paths for new breakthroughs. The recent events at OpenAl involving Sam
Altman are a striking example, challenging the prevailing notion of transparency as an
unalloyed good in the tech world. Traditionally hailed as a panacea, transparency is revealed
to be a complex and nuanced endeavor (Suddaby & Panwar, 2022). Its excess can be as
chaotic as its scarcity, indicating that the art of transparency lies not just in the free flow of

information but also in the subtleties of its management.

The OpenAl incident brings to light the multifaceted role of communication—it's not
just a conduit for information exchange but also a strategic instrument that influences
organizational culture and morale. The swift leadership shifts and OpenAl's initial opaque
communication led to a cascade of rumors and confusion, as evidenced by the diverse
reactions and discussions that proliferated online. This situation, rife with speculation,
accentuated the challenge of executing effective transparency and the intricacies of
managing public and internal expectations (Hosain et al., 2023). The company's subsequent
struggle with presenting information in a manner that avoids misunderstandings and distrust
serves as a cautionary tale about the pivotal role of strategic communication in crisis

management and during pivotal transitions.

The strong employee response at OpenAl, including threats of mass resignations,
attests to a deep loyalty to Altman and highlights a disconnection from the organization's
original principles, emphasizing the crucial influence of leadership trust on organizational
dynamics (Wired, 2023). This is particularly significant in the tech sector, characterized by
rapid change and high stakes, where trust acts as the linchpin, maintaining cohesion during
turbulent periods (Xu & Liu, 2022). Restoring trust becomes a formidable challenge once it
is compromised, underlining the necessity for boards to act as buffers and guard against
mission drift by ensuring that financial goals do not overshadow other objectives. Boards in
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NGOs should prioritize good governance mechanisms that enhance accountability and
transparency, actively setting up internal controls and governance structures like measures
to prevent fraud, promote diversity, and ensure stakeholder representation, thereby boosting
public trust and organizational credibility. Additionally, boards should regularly conduct
self-evaluations and incorporate external governance tools like certification programs and
codes of conduct to uphold accountability and align with best practices in nonprofit
governance (Rodriguez et al., 2023). An NGO’s board behavior from multiple theoretical
perspectives—agency theory (which focuses on balancing power dynamics between the
board and management), resource dependence theory (which emphasizes managing external
uncertainties and securing essential resources), and institutional theory (which considers
adherence to external norms and standards)—highlights the complexity in understanding the
true motivations and implications of board actions (Miller-Millesen, 2003). Different
theories propose various reasons for board composition and behavior. These diverse
perspectives can lead to varied and sometimes conflicting outcomes in board effectiveness.
By embracing this connected system and complex multilayered processes shaped by
historical and contextual influences, boards can implement strategic oversight more
effectively, foster continuous learning, and maintain adaptability (Cornforth, 2011).
Leadership must continually assess and adjust strategies to embrace ethical flow and
informed risk-taking, ensuring that cautious considerations remain central even when
pursuing financial or technological goals within ever-changing environments. This approach

is essential for maintaining the organization's mission and integrity.

The leadership challenges at OpenAl underscore the risks of conflicts where financial
objectives intersect with non-profit goals, highlighting the need for careful navigation in the
tech industry to ensure that Al advancements align with ethical imperatives (Floridi, 2010).
OpenAl's strategic cooperation with Microsoft demonstrates its commitment to harnessing
financial resources while maintaining open collaboration despite potential discord. These
efforts adhere to the principles of semantic pragmatism, which values actions for their
practical outcomes and ethical congruence (Brandom, 1999). OpenAl's governance model
promotes a leadership philosophy that harmonizes strategic innovation with ethical integrity
and societal impact, championing Al safety and ethics in alignment ( to some degree) with
the organization’s identity and dual missions. Pragmatic idealism, a philosophy crucial for
analyzing and transforming complex systems like Al development, marries short-term

pragmatism with long-term ethical and societal idealism (Sousa-Poza and Martinez, 2005).
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This approach necessitates making difficult decisions today to safeguard or advance future
objectives. OpenAl exemplifies this principle by balancing Microsoft's minority ownership
with its capped profit model and ethical mandate. The dynamic interplay of power,
particularly visible through the hiring and rehiring of Sam Altman, illustrates Microsoft's
significant influence and exemplifies Hegel's (1831) synthesis of pragmatism and idealism.
This fusion underscores the ongoing tension between commercial interests and ethical
missions, driving a critical shift toward integrating political and societal considerations into
Al design and demonstrating a conscious effort to navigate the complexities of technological
innovation within a framework that prioritizes ethical integrity and societal impact (Marino
& Moon, 2023).

Pragmatic idealism in Al leadership, while balancing immediate practical needs with
ethical standards, often faces the critical challenge of aligning rapid technological
advancements with deeply considered ethical norms. The variability of these norms across
different cultures and stakeholders introduces significant ambiguity in ethical decision-
making, making it difficult to establish and maintain universally accepted ethical standards.
As a cautious reminder, this approach can inadvertently allow for rationalizing expedient
choices under the guise of necessity, where leaders might prioritize short-term gains at the
expense of long-term ethical integrity. Such prioritization risks creating a slippery slope
where the ends may be used to justify the means, potentially leading to decisions that harm

societal welfare and undermine trust in Al technologies (Crawford, 2021).
6. Conclusion

In an increasingly tech-based world, organizational culture is undergoing significant
transformation, where pragmatic idealism is pivotal in steering technological directions
amidst evolving power dynamics, especially during dramatic transitions like those observed
at OpenAl. This nuanced approach involves engaging stakeholders comprehensively,
potentially reshaping the tech industry's ethical, regulatory, and societal impact strategies,
as evidenced by Sam Altman's leadership, which navigates the complex interplay of profit
and non-profit motives. It emphasizes the importance of integrating profit-driven goals with
ethical considerations to significantly influence organizational ethos, employee engagement,

and public perception.

However, the common uncertainty about where Al technology will lead underscores

the necessity for robust ethical governance. The flexibility of ethical standards under
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pragmatic idealism, especially in high-pressure scenarios where technological and market
demands are intense, might allow for ethical flexibility where expedience can overshadow
robust ethical deliberations. This could normalize a culture where ethical considerations are
secondary to achieving desired outcomes, potentially eroding public trust in Al technologies.
Such an approach fosters reactive rather than proactive Al governance; continuously
adapting ethical standards to meet immediate needs leaves organizations ill-prepared to
handle crises or ethical dilemmas that arise unexpectedly, potentially magnifying the

consequences of ethical oversights or misjudgments.

The OpenAl saga highlights the critical role of transparency, which is crucial for
maintaining organizational integrity and cultivating stakeholder trust. Thus encouraging
organizational culture via systems thinking, where leadership strategy profoundly influences
employee trust and external partnerships. This necessitates a holistic management approach
that appreciates the complexity inherent in the tech sector. Leaders in the tech industry must
merge visionary thinking with ethical responsibility, adeptly navigating the intricacies of Al
and other cutting-edge technologies coming along with it. By incorporating iterative ethical
review cycles and engaging a wide range of stakeholders in continuous dialogue, the tech
can scrutinize the ethical implications of ongoing projects, allowing for timely adjustments
or even halting projects as necessary. However, the intense Al race between companies and
countries, notably China and the USA, often precludes slow progression, making halting
projects or slow progress with Al nearly impossible for any organization that is developing
Al systems (Cuéllar & Sheehan, 2023).

Adopting transparent, ethical documentation practices enhances the development
process and serves as both an introspective tool for the organization and a valuable resource
for the wider Al community. Weaving these strategies into strategic planning and
emphasizing open collaboration and transparency, the tech and Al industry can pioneer a
more inclusive approach to innovation, bridging the gap between technological progress and
ethical governance and reinforcing the sector’s commitment to fostering an ethically sound
and socially responsible technology-driven future. To manage organizational behavior in the
dynamic Al landscape, future research should track the evolution of leadership and
organizational behaviors in response to ongoing technological advancements and shifting
market dynamics. Considering Al's significant global impact, a deeper investigation into
how various cultural and regulatory contexts influence leadership strategies and

organizational practices across the tech industry is crucial. Assessing the effectiveness of
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current leadership development programs is necessary to determine their capacity to equip

leaders with the skills required to navigate the unique challenges of the tech and Al sector.
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