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AI AND LEADERSHIP IN THE DIGITAL 
TRANSFORMATION ERA: EXAMINING 
DECISION MAKING, TEAM DYNAMICS, 
AND ETHICAL CONSIDERATIONS

SUMMARY
This study examines the relationship between AI 

use and leadership dynamics in the context of dig-
ital transformation. The paper focuses on the rela-
tionships between AI use, decision-making quality, 
team dynamics, trust in AI, and ethical concerns. Al-
though the use of AI in organizations has expanded 
in recent years, empirical studies explaining how it 
affects leadership effectiveness in real-world work 
environments are still limited. The study is based 
on survey data collected in Azerbaijan. After data 
cleaning, 103 valid responses were used for statisti-
cal analysis. Pearson correlation and multiple linear 
regression methods were applied to assess the rela-
tionships between variables. The results show that 
there is a strong positive relationship between AI use 
and decision-making quality. However, the strongest 
explanatory factors in terms of leadership effective-
ness were trust in AI and team dynamics. Although 
ethical concerns were perceived by respondents, 
they did not play a statistically significant role in as-
sessing leadership effectiveness.

Keywords: Artificial intelligence; leadership; deci-
sion-making; digital transformation; organizational 
behavior.

INTRODUCTION
While AI was previously perceived more as a 

technical and automation tool, it is now becoming 
part of everyday business processes in terms of in-
formation processing, comparing alternatives, co-
ordinating tasks, and supporting decision-making. 
This change also affects the concept of leadership. 
Traditionally, leadership has been associated with 
experience, intuition, communication skills, and 
the ability to guide people towards common goals. 
These characteristics are still important, but in the 
digital era, leaders are also expected to be able to 
work with data, understand technological tools, and 
critically evaluate digital results. In this regard, arti-
ficial intelligence is not a mechanism that replaces 
leadership, but rather a tool that supports leadership 

processes when used correctly. One of the main ar-
eas where artificial intelligence can affect leadership 
is decision-making. AI tools can help process infor-
mation faster, identify alternatives, and make deci-
sions more systematically. However, using AI does 
not automatically mean more effective leadership. If 
users do not trust the AI results or if these results are 
not accepted by the team, the practical benefit of the 
technology may be limited.

Therefore, the relationship between artificial in-
telligence and leadership should be examined in a 
broader context. Leadership effectiveness is not only 
related to the level of technology use, but also to how 
that technology is accepted, how it is integrated into 
team processes, and how much trust it creates in us-
ersAgainst this background, the aim of this article is 
to examine the relationship between the use of ar-
tificial intelligence and leadership effectiveness in 
the context of digital transformation. The study took 
decision-making quality, team dynamics, trust in ar-
tificial intelligence, and ethical concerns as key vari-
ables. The empirical analysis is based on survey data 
collected in Azerbaijan, and correlation and multiple 
linear regression methods are used to assess the rela-
tionships between variables.

LITERATURE REVIEW
The role of artificial intelligence in organizational 

management has become one of the most widely dis-
cussed topics in scientific literature in recent years. 
While digitalization was previously associated with 
automation and information systems, artificial intel-
ligence is currently considered an important factor 
affecting decision-making, teamwork, and leader-
ship processes. Vial (2019) explains digital transfor-
mation not only as a technological change, but also 
as a process that changes the logic of organizations' 
activities and the form of value creation. Davenport 
and Ronanki (2018) note that one of the most prac-
tical areas of application of artificial intelligence is 
decision-making support. Jarrahi (2018) explains 
this process as the mutual complementarity of hu-
mans and artificial intelligence and shows that AI 
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strengthens the analytical capabilities of human de-
cision-makers rather than replacing them.

From the perspective of leadership, the issue is 
broader. Northouse (2021) and Yukl (2013) explain 
leadership as a process of influencing, coordinating, 
and managing relationships. This approach shows 
that leadership is not just about making the right 
decisions; human relationships, trust within a team, 
and collaboration also play an important role. Digital 
transformation does not eliminate these functions, 
but simply changes the environment in which they 
are implemented. Avolio et al. (2014) explain the 
concept of e-leadership and show that technology 
has given a new shape to leadership processes. At 
the same time, Wilson and Daugherty (2018) empha-
size with their “collaborative intelligence” approach 
that the best results are achieved not by replacing hu-
mans with artificial intelligence, but by working to-
gether. The use of artificial intelligence in leadership 
is also closely related to trust and ethical issues. If 
users do not trust the results provided by AI, the real 
impact of this technology on decision-making and 
leadership processes remains limited. Trust is not 
only related to the accuracy of the results, but also 
to the transparent, fair and responsible application of 
the technology. Floridi et al. (2018) emphasize the 
importance of ethical principles for the usefulness 
of AI. Mittelstadt et al. (2016) draw attention to the 
risks of bias, lack of transparency and division of re-
sponsibility in algorithmic systems. Overall, the lit-
erature shows that AI does not directly and automat-
ically change leadership; its real impact is shaped by 
factors such as the quality of decision-making, team 
dynamics, trust and ethical perceptions.

RESULTS AND DISCUSSION
The empirical analysis was conducted based on sur-

vey data collected in Azerbaijan. Pearson correlation 
analysis and multiple linear regression model were 
applied to assess the relationships between variables.

Table 1: Pearson correlation results

Source: Compiled by the author based on the 
survey results.

The correlation results show that there is a strong 
positive relationship between the use of AI and the 
quality of decision-making (r = 0.711). This result 
suggests that respondents who use AI tools more 
actively evaluate the decision-making process as 
more systematic and useful. There is also a positive 
relationship between AI use and leadership effective-
ness (r = 0.491), but this relationship is more mod-
erate. Stronger relationships were observed between 
trust in AI and leadership effectiveness (r = 0.641) 
and team dynamics and leadership effectiveness (r 
= 0.610). This result suggests that the impact of AI 
on leadership is not explained solely by the level of 
technology use; here, users’ trust in the technology 
and how it is integrated into team processes play a 
more important role. The relationship between ethi-
cal concerns and leadership effectiveness was weak 
and statistically insignificant (r = 0.169, p = 0.088). 
This does not mean that ethical issues are unimport-
ant, but simply that respondents are more focused on 
the benefits of AI in decision-making and teamwork 
in practical evaluations.

Table 2: Multiple regression results for 
leadership effectiveness

Source: Compiled by the author based on the 
survey results.

Multiple linear regression results showed that the 
model explained 52.5% of the variance in leadership 
effectiveness (R² = 0.525). This is a reasonable in-
dicator for a survey-based social science study. Ac-
cording to the regression results, the variables that 
most strongly explain leadership effectiveness are 
trust in artificial intelligence (β = 0.383, p < 0.001) 
and team dynamics (β = 0.348, p = 0.001). Although 
the use of AI produced a positive effect, it was not 
statistically significant at the 5% level (β = 0.183, p 
= 0.070). This result shows that the use of AI alone 
does not automatically make leadership more effec-
tive. Although decision-making quality showed a 
significant relationship in the correlation analysis, it 
did not have a strong effect in the regression model. 
This shows that leadership is not only about making 

Relationship r p-value Interpretation 

AI usage → Decision-making quality 0.711 <0.001 Strong positive 
relationship 

AI usage → Leadership effectiveness 0.491 <0.001 Moderate positive 
relationship 

Decision-making quality → Leadership 
effectiveness 0.584 <0.001 Moderate-to-strong 

positive relationship 
Team dynamics → Leadership 
effectiveness 0.610 <0.001 Strong positive 

relationship 

Trust in AI → Leadership effectiveness 0.641 <0.001 Strong positive 
relationship 

Ethical concerns → Leadership 
effectiveness 0.169 0.088 Weak and statistically 

insignificant relationship 
 

 Predictor B Standardized 
Beta t-value p-value 

AI usage 0.143 0.183 1.830 0.070 
Decision-making 

quality -0.035 -0.037 -0.279 0.781 

Team dynamics 0.339 0.348 3.505 0.001 
Trust in AI 0.458 0.383 3.914 <0.001 

Ethical concerns -0.013 -0.012 -0.156 0.877 
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the right decision, but also about having that deci-
sion accepted by the team and implemented in an 
environment of trust.

CONCLUSION
The results of this study show that it is not pos-

sible to explain the relationship between artificial 
intelligence and leadership in a very simple way. 
Artificial intelligence has a certain impact on deci-
sion-making, teamwork and management processes 
in organizations, but this impact does not arise only 
from the use of AI tools. The main issue is how this 
technology is used, how it is accepted by users and 
to what extent it is adapted to teamwork. One of the 
most obvious results of the study is the strong pos-
itive relationship between the use of artificial intel-
ligence and the quality of decision-making. That is, 
respondents who use AI tools more often evaluate 
the decision-making process as more systematic and 
useful. However, the main result of the study is that 
leadership effectiveness is not explained only by the 
level of use of AI. According to the regression re-
sults, the factors that have a stronger impact on lead-
ership effectiveness are trust in artificial intelligence 
and team dynamics. If users do not trust the results 
of AI or if this technology is not properly integrated 
into teamwork, its real benefits may be limited. This 
result shows that the approach to artificial intelli-
gence in organizations should not be only at the tech-
nical level. It is necessary to clearly explain to users 
how AI tools work, what data they are based on and 
in what cases their limitations exist. This increases 
trust in the technology and makes AI a more useful 
tool in decision-making and leadership processes. At 
the same time, when AI supports coordination, task 
sharing and collaboration within the team, its impact 
on leadership processes seems to be stronger. It is 
also noteworthy that ethical concerns did not statis-
tically significantly affect leadership effectiveness. 
This does not mean that ethical issues are unimport-
ant. On the contrary, issues such as data confiden-
tiality, transparency, bias and accountability remain 
important for the long-term and reliable use of AI. 
The results of this study simply show that respon-
dents pay more attention to the practical benefits of 
AI, its support for decision-making and its impact on 
teamwork when evaluating leadership effectiveness.

Overall, this study concludes that AI is not a re-
placement for leadership. It is a tool that, when used 
correctly, supports leadership processes. The real 
value of AI lies not in the technology itself, but in 
how it is perceived by people and how it is integrated 

into organizational processes. Therefore, organiza-
tions should consider not only technical capabilities 
but also issues of trust, teamwork, and ethical use 
when implementing AI. Future research could ben-
efit from examining this topic in a broader sample 
and across sectors. In particular, research conduct-
ed exclusively among managers, team leaders, and 
individuals directly involved in decision-making 
processes could provide a more accurate picture of 
the relationship between AI and leadership. Longi-
tudinal studies could better demonstrate how AI use 
impacts leadership processes over time.
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