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Abstract. Artificial intelligence (AI) technology has grown exponentially in the last few years, which 

gives way not only to a whole new range of opportunities but also to unprecedented problems for leaders 

in the public and private sectors alike. AI is reshaping infrastructure functions, decision making and 

competition. Therefore, new skills are required in order to create new strategies. The present research 

analyses how AI has impacted leadership, namely strategic direction, ethics and the urgency for change, 

as well as how AI has redefined major modern-day leadership responsibilities, as resilience, literacy and 

ethical leadership. The obtained results outline the fact that the use of AI in order to improve efficiency or 

to promote innovation is closely connected to the necessity of rethinking leadership altogether and of 

implementing effective policies. This study also deals with the consequences AI has on leadership within 

an organization and offers guidelines for business leaders, academic experts and decision makers in order 

to understand the challenges and changes occurring nowadays due to AI.               

 

Keywords: Artificial Intelligence, Leadership Transformation, Ethical Leadership, Digital Literacy, 
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Introduction   
The fast-paced advancement of AI has produced a paradigm shift in the way we perceive 

leadership. Traditional leadership traits, such as charisma and decisiveness have been 

supplemented with a lifelong learning process, agility and also humility. Due to the fact that AI 

systems automate more and more operations, besides handling data analysis, the role of leaders 

has moved towards fostering trust, ethical judgment and human-centric decision-making. 

Furthermore, integrating AI into business processes affects organizations at all levels, which is 

why a proactive approach to workforce adaptation and strategic alignment is required.  

One of the most crucial challenges that leaders have to face today is the impact of AI-

driven interference on employment. According to the studies approximately 40% of global jobs 

deal with AI-induced transformation, underlining the need for upskilling initiatives oriented 

towards AI literacy and creative problem-solving (Cazzaniga et al., 2024). As AI-driven 
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automation maximizes routine tasks, leaders are required to manage the challenges that arise 

from an AI-human collaboration, mainly to ensure that employees have the necessary skills to 

successfully navigate in an AI-enhanced work environment and to address any kind of resistance 

to technological change in the workplace. 

The use of AI provides meaningful advantages in decision-making by allowing data-

driven foresight for market trends and operational risks. Nonetheless, it is the leader`s 

responsibility to ensure that there is a balance between AI-generated insights and human 

intuition, as to avoid over-reliance on algorithmic recommendations. Leaders must also make 

sure that the AI systems are aligned with the organizational values, by integrating bias mitigation, 

transparency and ethical aspects into AI governance frameworks. Moreover, as AI boosts product 

development, leaders must navigate through the cultural shifts within teams, promoting 

creativity, innovation and adaptive strategies that support technological advancements, as well as 

human expertise. 

The present research examines the evolution of leadership in today`s AI-centred world, 

focusing on the need for trust-building strategies and structured training programs, as well as the 

urgent need to align AI usage with the organizational and industry-specific requirements. By 

implementing AI into the workflow and reducing the strategy-execution gap, leaders can utilize 

its potential and still strengthen the fundamental human elements that ensure sustainable success. 

 

Literature review  
Artificial Intelligence has changed many sectors including leadership in the traditional sense by 

augmenting decision-making processes through data-driven analytics, as well as predictive 

insights. For example, leaders now have the ability to analyse vast amounts of data with the help 

of decision support systems powered by AI, therefore promoting more informed decisions that 

improve organizational agility and resilience (Dey et al., 2023; Jaweria et al., 2023). If we take a 

look at the business sector, we can see that AI is gaining momentum in various leadership styles 

in order to bolster operational strategies and enhance effectiveness in leadership roles. Studies 

reveal that AI is useful not only in honing decision-making processes but also in redefining how 

leaders interact with their teams, which directly influences their capacity to adapt to dynamic 

market conditions. For instance, leaders that are using AI tools seem to increase their 

organizational flexibility and responsiveness, both very important skills in maintaining 

competitive advantages in today`s fast-paced world. (Zaidi et al., 2024; Wıjayatı et al., 2022).  

Furthermore, the convergence of leadership and AI is crucial for understanding how it 

contributes to the employee`s engagement and performance over time. According to the studies 

AI has a beneficial impact on productivity by smooth-running workflows and enhancing 

employees` abilities, while also fostering an environment that prioritizes knowledge sharing and 

well-being (Shaikh et al., 2023; Rožman et al., 2022). This association focuses on the role 

leadership plays in facilitating technology adoption and in managing employee anxieties related 

to AI usage. Apparently, by shifting towards a leadership style that supports digital 

transformation can reduce employee resistance to AI to a great degree. Which means that workers 

are more likely to have a positive outlook with respect to technological evolution and will 

therefore support a culture that holds in high esteem innovation and ongoing development 

(Tarsuslu et al., 2024; Abasaheb & Rajagopal, 2023).  

AI has influenced the educational settings as well. It seems that AI is an essential tool not 

only to foster digital leadership, but also to develop teaching methodologies. Since the apparition 

of AI, educational leaders are better prepared to implement learning experiences that cater to the 
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needs of a wide range of students while also improving administrative operations (Ghamrawi et 

al., 2023; Mahmood et al., 2024). Using AI in higher education has a double advantage: it gives 

leaders the ability to make informed decisions and reshapes the educational landscape by 

promoting sustainable practices and ethical considerations in leadership approaches (Tarisayi, 

2024; Mahmood et al., 2024). Therefore, in order for educational institutions to fully benefit from 

using AI, leaders must be skilled accordingly. 

Another issue we need to address is the ethical dimensions of AI in leadership. It is 

mandatory for leaders to acknowledge and adopt the responsibilities that come with AI 

implementation. This means guaranteeing equitable access, transparency and accountability in 

AI-driven processes (Ferrara, 2023; SANTILLE, 2024). Creating an ideal space for responsible 

AI usage, as well as identifying and rectifying biases inherent in AI systems are paramount in 

ensuring that organizational practices are aligned with the ethical standards and the societal 

norms (Hussain et al., 2023). Also, it is necessary for leaders to emphasize on the importance of 

emotional intelligence and empathy in management practices when integrating AI systems. 

(Ronquillo et al., 2021; Madancian et al., 2024). 

 

Methodology  
This study employs a qualitative research approach, making use of academic literature, industry 

reports and empirical data from Eurostat in order to examine the AI implementation trends across 

enterprises in the European Union. The aspects taken into consideration are the enterprise size, 

the type of AI technology and the purpose, providing insights into the varying degrees of AI 

integration within different business environments. Additionally, case studies and expert opinions 

are examined to illustrate best practices in AI-driven leadership. 

 

Results and discussions 
In the following portion of the research, we have examined the European companies that have 

implemented AI technologies, with larger firms and Western and Northern European countries 

leading the way. We have also specified the types of AI used (machine learning, natural language 

processing and automated decision-making) and analysed how AI is transforming operational 

effectiveness and strategic direction. The discussions also centre around issues, such as regional 

imbalance, industry-specific uses and challenges in ethical deployment, job replacement and 

reskilling to facilitate human-AI collaboration. 
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Figure 1. European Union Enterprises by size class using AI technologies  

 Source: Eurostat, 2025 https://ec.europa.eu/eurostat/databrowser/bookmark/ 

b9d50125-3058-4991-ad89-f0420a46978b?lang=en   

 

The graphic above reveals a significant increase in AI usage across enterprises. As we can 

see larger firms have higher implementation rates compared to small and medium-sized 

enterprises (SMEs). Also, the data gathered from Eurostat (the graphic below) illustrates the 

notable trends in AI technologies, ranging from machine learning and natural language 

processing to predictive analytics and automated decision-making. 

https://ec.europa.eu/eurostat/databrowser/bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en
https://ec.europa.eu/eurostat/databrowser/bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en
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Figure 2. Enterprises using AI technologies by type of AI technology and size class, 2024  

 Source: Eurostat, 2025 https://ec.europa.eu/eurostat/databrowser/ 

bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en   

 

It is important to understand that AI’s role in leadership is not limited to operational 

improvements. On the contrary. It expands to strategic decision-making. This means that leaders 

who succeed in effectively integrating AI into daily practices can align technological capabilities 

with broader organizational goals, such as fostering innovation and long-term value creation. 

Nonetheless, the AI adoption comes with its challenges, particularly in regard to job 

displacement, algorithmic bias and ethical transparency. This research underlines the importance 

of structured upskilling programs, empowering employees to transition into roles that use AI 

enhancement rather than succumb to automation-induced redundancies. 

Furthermore, AI’s scope of influence varies from one industry to another, which means 

that tailored leadership approaches are mandatory. Let us see how AI works in two different 

settings. In manufacturing, AI optimizes predictive maintenance and supply chain efficiency, 

whereas in services, the focus is on customer insights and automation, which play a crucial role 

in enhancing client engagement. There are some instances where hybrid leadership skills are 

needed. Therefore, combining AI-driven insights with human empathy would be most 

favourable, especially in sectors such as healthcare, where AI diagnostics must be complemented 

by compassionate patient care. 

Ultimately, when analysing the future of leadership in an AI-driven world the focus 

should be on the way leaders manage to balance technological advancements with human-centric 

strategies. Leaders could benefit from using AI as a tool that improves decision-making and 

productivity as long as they do not overlook ethical considerations, organizational values and 

employee well-being. Consequently, utilizing AI to its fullest potential truly depends on the AI-

https://ec.europa.eu/eurostat/databrowser/bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en
https://ec.europa.eu/eurostat/databrowser/bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en
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human ecosystem synergy, whether this unity ensures sustainable and inclusive growth in the 

workplace. 

 
Figure 3. European Union Enterprises by country using AI technologies  

 Source: Eurostat, 2025 https://ec.europa.eu/eurostat/databrowser/ 

bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en   

  

 The AI usage evolution in enterprises across the European Union varies from one state to 

another, but there is an overall increase. However, we need to point out that there is a 

geographical cleavage between countries located in Eastern and Western Europe. In 2023, the 

Western countries recorded a higher usage rate of AI technologies that was maintained and even 

increased in the following year. 

 The countries with the highest usage of AI technologies among enterprises, namely 

Denmark, Sweden and Finland, are found in the North-Western region of Europe. Other 

countries, such as Netherlands, Austria and Germany have recorded a lower increase in AI usage. 

Now let us take a look at Belgium. This is an interesting example, because the country is not in 

the northern area of Europe and yet has the third highest rate of AI usage.   

At the other end, the countries that registered the smallest AI usage among enterprises in 2023 

and also the lowest increase rates in 2024 in this respect are found in Eastern Europe. Even more 

so, there is no significant difference between countries, unlike in Western Europe, where there is 

a clear distinction between countries from the central and northern regions. Therefore, Latvia and 

Lithuania have registered slightly higher rates of AI usage among enterprises than Bulgaria and 

Romania or nations in Southern Europe, such as Portugal, Italy and Cyprus.   

 

  

https://ec.europa.eu/eurostat/databrowser/bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en
https://ec.europa.eu/eurostat/databrowser/bookmark/b9d50125-3058-4991-ad89-f0420a46978b?lang=en
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Conclusion 
The AI tools available nowadays are redefining the way we perceive traditional managerial 

practices. They have been designed to improve productivity and facilitate decision-making if 

used accordingly. This is why leaders need a different approach when it comes to AI usage, in 

order to find innovative solutions that will help them deliver value that cannot be replicated by 

systems.  

These systems have gained momentum because of the speed and accuracy with which 

they provide solutions. Therefore, it appears that, in this day and age, emotional intelligence is 

the most distinctive and indispensable asset available to humans. This means that empathy and 

authentic human connection – including physical presence, which gives a sense of stability and 

encouragement – have an unparalleled value in the workplace. 

Empathetic leadership implies an emotional support leader that has the capacity to 

comprehend the experiences of followers in order to make them feel safe (Kock et al., 2019). 

Today these technologies have a sophisticated level of emotional understanding. Their 

evolution over time, from the beginning of their affective computing (approximately three 

decades ago) is significant. Which is why the possibility of them surpassing humans in emotional 

intelligence has arisen. Nevertheless, most experts believe that these systems are unlikely to ever 

gain true consciousness.  

Mind perception influences whether someone judges an artificial agent’s actions as moral 

or immoral (Shank et al., 2021). It has been implied that attributing experience, rather than 

agency, has a greater role in the perception of consciousness in AI (Knobe and Prinz, 2007). 

Ethical leadership means guiding organizations through technological change and also ensuring 

that organizational changes align with societal values and norms (Kandasamy, U. C.,2024). AI 

solutions give raise to a variety of challenges. This is why it is important for leaders to implement 

pragmatic strategies without overlooking ethical principles in order to achieve sustainable 

outcomes and preserve a skilled and high-performing workforce. 

Trust in an organization`s culture and the promotion of employee well-being is feasible if 

leaders of AI-driven organizations take the necessary steps to reduce biases, with the support of 

AI ethics specialists. In other words, these goals can be achieved by establishing ethical standards 

and prioritizing moral considerations to address future implications of AI advancements.  

Larger organizations reveal greater progress in adopting and scaling generative AI 

practices compared to smaller organizations, according to McKinsey & Company (2024). A total 

of 28% of respondents from organizations utilizing AI have stated that their CEO has the biggest 

responsibility in overseeing AI governance. Additionally, 21% of respondents from organizations 

that adopted generative AI have reported that some workflows have been radically 

reconceptualized. Therefore, harnessing the full potential of AI implies more than simply 

implementing advanced technologies. It should be reviewed as a comprehensive process of 

transformation. And effective change management, as well as the ability to mobilize resources 

highlight the fundamental role of leadership in ensuring success in this endeavour. 
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