The Empire of Al: An Analytical Review of Karen Hao's
Investigation into OpenAl and the New Geopolitics of
Technology

Section 1: Executive Summary

This report provides an exhaustive analytical review of Karen Hao's book, Empire of Al:
Dreams and Nightmares in Sam Altman's OpenAl. The book's central thesis posits that
the current trajectory of generative artificial intelligence, spearheaded by OpenA|,
constitutes a new form of empire. This modern empire, as Hao argues, is defined not
by territorial conquest but by a relentless global campaign of resource extraction,
labor exploitation, and the consolidation of unaccountable power in the hands of a
few unelected technology leaders.” Based on over 300 interviews, including extensive
access to OpenAl insiders, the book uses the company's story as a prism to examine
the profound social, political, and environmental consequences of the Al arms race.’

At the heart of Hao's narrative is a deep ideological schism within OpenAl, personified
by the conflict between CEO Sam Altman's aggressive, growth-oriented vision and the
safety-focused caution of co-founder and former Chief Scientist llya Sutskever.” This
tension, which culminated in the dramatic ousting and reinstatement of Altman in
November 2023, reveals a quasi-religious internal culture fixated on the pursuit of
Artificial General Intelligence (AGI), an ambition that justifies extreme measures and
immense capital expenditure.® The book argues that OpenAl's strategic choice to
pursue a "scale-at-all-costs" doctrine—building ever-larger models with more data
and computing power—was not a scientific inevitability but a decision driven by
economic and competitive pressures, leading to a departure from its founding
principles of openness and transparency.®

The global consequences of this doctrine form the core of Hao's "Al colonialism"
critique. The report details her on-the-ground investigations into the hidden supply
chain of the Al industry. This includes the exploitation of low-wage data annotators in
Kenya performing psychologically damaging work to "clean” training data and the
immense environmental toll of data centers, exemplified by a case study of a conflict
over freshwater resources in a water-scarce region of Chile.”® These externalities, Hao
contends, are systematically offshored to the Global South, creating a new



geopolitical divide between the beneficiaries and the bearers of Al's costs.

While lauded for its journalistic rigor and global perspective, Empire of Al has also
faced criticism. Some reviewers argue that its central "empire" metaphor leads to
"conclusion-driven journalism" and that its technical analysis is naive, particularly in its
dismissal of scaling as a legitimate path of scientific discovery.” This report analyzes
these counter-narratives, framing the debate as a fundamental clash between a lens
of technical evolution and one of political economy.

Ultimately, the book serves as a powerful cautionary tale about unchecked
technological ambition and the concentration of power. It raises urgent questions
about the future of Al governance, the erosion of democratic norms, and the need for
new frameworks that prioritize public good over private profit. This report concludes
by synthesizing the strategic risks—regulatory, reputational, technical, and
geopolitical—that emerge from the imperial model of Al development and offers a set
of actionable recommendations for policymakers, investors, and industry leaders to
foster a more transparent, equitable, and sustainable Al ecosystem.

Section 2: The Genesis of an Empire: OpenAl's Foundational Myth
and Ideological Schism

Karen Hao's investigation begins by deconstructing the corporate and ideological
origins of OpenAl, tracing its transformation from a mission-driven nonprofit into a
hyper-capitalized entity at the epicenter of the global Al arms race. This section
establishes the foundational narrative and the central human conflict that drives much
of the book, revealing how noble ambitions became entangled with an aggressive
quest for power and profit.

From Altruism to Capped-Profit

OpenAl's story begins with a foundational myth rooted in altruism. It was established
in 2015 as a nonprofit research organization with a pledge of $1 billion from prominent
Silicon Valley figures, including Elon Musk and Sam Altman.® The stated mission was to



develop artificial general intelligence (AGI) for the benefit of all humanity, explicitly
positioning itself as a safeguard against the potential for a single, powerful
corporation like Google to monopolize this transformative technology.® The founders
emphasized principles of openness, collaboration, and even a commitment to cease
their work if another project proved more aligned with human interests.? This nonprofit
structure was not merely a statement of principle; it was a critical strategic asset. It
allowed OpenAl to attract talent and significant funding, particularly from figures like
Musk who were deeply fearful of corporate control over AGI, under a benevolent
banner of public good.™

However, this idealistic foundation soon fractured under the weight of its own
ambition. Internal power struggles and financial pressures, exacerbated by Elon
Musk's departure, created a crisis.? The leadership concluded that the path to AGI
required computational resources on a scale far beyond what a nonprofit could afford.
This led to a pivotal and controversial transformation orchestrated by Sam Altman: the
restructuring of OpenAl into a "capped-profit" entity.” This hybrid model, nesting a
for-profit subsidiary within the nonprofit parent, was designed to attract massive
venture capital while ostensibly preserving its mission-driven structure.? The move
was a resounding success in fundraising, most notably securing a landmark $1 billion
investment from Microsoft, but it fundamentally altered the organization's DNA.” The
pursuit of profit, aggressive commercialization, and intense competition replaced the
original ethos of open research and collaboration. Within four years, OpenAl had
become the very thing it was founded to prevent: a secretive, fiercely competitive
entity seeking market dominance.®

The Cult of AGI: Ideology as Religion

Hao uncovers a quasi-religious culture at OpenAl, characterized by a fervent and
“all-consuming belief" in the promise and peril of AGI.® This devotion is described as
having "messianic undertones," with employees oscillating between a "wide-eyed
wonder" at AGl's utopian potential and a voice-quivering fear of its capacity to
destroy humanity.® One employee articulated the utopian vision bluntly: "We're going
to reach AGI and then, game over, like, the world will be perfect".®

This intense belief system manifested in ritualistic behavior. The book provides a
striking anecdote of llya Sutskever, the company's co-founder and Chief Scientist,
burning a wooden effigy at two separate company retreats.® The effigy represented a



supposedly "aligned" AGI that had been discovered to be deceitful, and its
destruction symbolized OpenAl's solemn duty to destroy such a creation.® This act
serves as a powerful illustration of the cult-like atmosphere and the deeply held
conviction that the team was engaged in a struggle of cosmic importance.

Hao suggests that this religious rhetoric and behavior is not mere hyperbole but a
necessary psychological coping mechanism for individuals grappling with the
immense power and responsibility of their work.® In a highly insular community,
confronting the potential to reshape the world on a fundamental level, a belief system
akin to religion provides a framework of values and meaning. As individuals become
more deeply embedded in this world, their language and worldview evolve, becoming
increasingly infused with this messianic fervor.°

The Central Conflict: Altman vs. Sutskever

The ideological schism at the heart of OpenAl is personified through its two most
influential figures: Sam Altman and llya Sutskever. Their conflict represents the
fundamental tension between rapid, commercial-driven progress and cautious,
safety-oriented development.

Sam Altman is portrayed as the charismatic avatar of what he calls
"techno-capitalism," a "once-in-a-generation fundraising talent" whose primary focus
is on growth, speed, and market leadership.” His core belief is in achieving "AGI safety
through capability," the idea that the best way to manage the risks of advanced Al is
to build the most powerful systems first.° He is described as a master of persuasion,
exceptionally skilled at understanding people's motivations and convincing them to
cede power to him, rather than seizing it by force.’

llya Sutskever, in stark contrast, is the high priest of the safety-focused "doomer"
camp."” A brilliant researcher, his primary motivation is a profound fear that

unchecked Al development will lead to an unaligned superintelligence with
catastrophic consequences for humanity.* His actions, including his role in the attempt
to oust Altman, are driven by a deeply held conviction that the company was moving
too quickly and not prioritizing safety enough.*

This fundamental disagreement—whether to race ahead or to proceed with extreme
caution—created a persistent and aggressive clash over the speed of technology



development and release, setting the stage for the dramatic events of late 2023."

The Coup of November 2023

The simmering ideological conflict boiled over on November 17, 2023, when Sam
Altman was abruptly fired by the OpenAl board during a Google Meet call.* The move,
led by Sutskever and other board members concerned with Al safety, was not a simple
managerial dispute but the culmination of the long-standing battle between the
company's two dominant factions.? The board's opaque reasoning—that Altman "was
not consistently candid in his communications"—only fueled the ensuing chaos and
speculation.*

The firing sent shockwaves through the technology and business worlds, but the
board seemed to have miscalculated the depth of loyalty Altman commanded. In a
stunning display of his power, nearly all of OpenAl's 770 employees signed an open
letter threatening a mass exodus to Microsoft, which had promised them all jobs,
unless the board resigned and reinstated Altman.™ In a pivotal turn, llya Sutskever
himself signed the letter, publicly expressing regret for his participation in the coup.'™
Faced with the near-total collapse of the company, the board capitulated. Altman was
reinstated as CEO just five days after his firing, cementing his control over the
organization and effectively vanquishing the safety-first faction that had challenged
him.* The event laid bare the raw power dynamics at play and demonstrated that
despite its nonprofit origins, OpenAl's fate was ultimately tied to the will of its CEO
and the commercial interests of its key partners.

The following table provides a clear reference for the key individuals and their
ideological positions that shaped the internal dynamics of OpenAl.

Table 2.1: Key Personas and Ideological Stances at OpenAl

Persona Role/Affiliation Core Ideology/Stance | Pivotal Actions (as
per Hao)
Sam Altman CEO, Co-founder Growth-oriented Engineered shift to
techno-capitalism; capped-profit model;
AGl safety through secured landmark




capability; aggressive
commercialization.®

Microsoft investment;
pushed for rapid
product deployment;
fired and reinstated

by board.*
llya Sutskever Chief Scientist, Safety-first Led the board coup
Co-founder "doomer"; to oust Altman over
quasi-religious safety concerns;
devotion to burned effigy of
developing aligned unaligned AGI at
AGlI; deep concern company retreats;
about existential later regretted his
risk.* role in the firing.”
Greg Brockman President, Aligned with Altman's Resigned in protest
Co-founder growth-oriented of Altman's firing;
vision; focused on was instrumental in
engineering and rallying employee
scaling support for Altman's
infrastructure.” return.'®
Elon Musk Co-founder Initial proponent of Provided significant
open, nonprofit Al to initial funding;
counter Google; deep | departed OpenAl
fear of after losing a power
corporate-controlled struggle and
AGI8 disagreeing with the
company's new
direction.”
Mira Murati Chief Technology Positioned as a Served briefly as
Officer pragmatist between interim CEO;
the two factions; supported Altman's
appointed interim return to stabilize the
CEQ after Altman's Company.?’
firing.
Helen Toner Board Member Part of the Voted to fire Altman,

safety-focused
"doomer" camp;
academic
background in Al

governance.2

citing his lack of
candor and alleged
psychological abuse
of executives; was
removed from the
board upon Altman's




return.18

The intense, almost religious conviction surrounding the existential stakes of
AGl—whether it promises utopia or doom—serves as a powerful justification for the
concentration of power. Both the "boomer" camp, led by Altman, and the "doomer"
camp, represented by Sutskever, start from the premise that the consequences of AGI
are too profound for democratic or distributed control.” The boomers argue they
must race ahead to build a "good" AGI to outcompete potential "bad" empires, a
justification that mirrors the moral superiority claims of historical colonial powers." The
doomers contend that the risk of annihilation is so great that development must be
tightly controlled by a small group of safety experts.” The logical conclusion of both
viewpoints is that power must be centralized in the hands of an enlightened elite who
truly grasp the stakes. This shared, paradoxical premise reinforces the
anti-democratic, top-down power structure that is foundational to Hao's "empire"
critique, regardless of which faction holds temporary dominance.

Section 3: The Imperial Doctrine: Deconstructing the
"Scale-at-All-Costs" Strategy

Moving from the ideological conflicts within OpenAl to the strategic doctrine that
fuels its dominance, this section dissects the technical and operational choices that
define the modern Al industry. Hao argues that the company's core technical
philosophy is not a neutral scientific pursuit but a deliberate strategy inseparable from
its economic ambitions and its quest for global influence.

The Scaling Hypothesis as Self-Fulfilling Prophecy

At the heart of OpenAl's strategy lies the "scaling hypothesis"—the theory that the
most direct and effective path to Artificial General Intelligence is to relentlessly scale
up relatively simple neural network architectures with ever-increasing quantities of
data and computational power ("compute").? This idea, inspired by early
breakthroughs like the 2012 ImageNet competition which showed performance
improvements with more resources, was championed within OpenAl by figures like llya



Sutskever and Greg Brockman.®? Hao frames this hypothesis not as a fundamental law
of nature or an immutable scientific principle, but as a "self-fulfilling prophecy".® By
adopting this strategy and achieving spectacular results with models like GPT-3,
OpenAl effectively validated the approach, compelling the rest of the industry to
follow suit and engage in a massively resource-intensive arms race.

The Engine of Empire: Transformers and the Insatiable Need for Compute

The technical enabler for this doctrine was the transformer, a neural network
architecture introduced in 2017.° Transformers proved exceptionally adept at modeling
long sequences of data, like human language, and, crucially, they could be scaled up
with remarkable efficiency.’ This innovation unlocked the door to building models of
unprecedented size and capability.

This strategy, however, created an "insatiable demand" for specialized hardware and
supercomputing infrastructure.® The resource requirements escalated at an
astonishing rate. The training of GPT-3, for instance, required a supercomputer
equipped with 10,000 Graphics Processing Units (GPUs).? Projections for future
models, like a hypothetical "Phase 5" supercomputer, carried estimated price tags as
high as $100 billion.? This staggering need for capital was the primary driver behind
OpenAl's transformation from a nonprofit to a for-profit enterprise; the original model
was simply incapable of funding the "scale-at-all-costs" vision.? The doctrine of
scaling and the concentration of capital thus became inextricably linked, each
reinforcing the other. The ideology of scaling justified the need for immense capital,
which could only be managed by a centralized corporate entity. In turn, the success of
the scaled models validated the corporation’'s power and marginalized alternative
approaches, creating a feedback loop that solidified the "empire."

The Collapse of Reproducibility and the Rise of Secrecy

A profound consequence of the scaling doctrine, as detailed by Hao, has been the
erosion of core scientific norms, particularly reproducibility.” In most empirical
sciences, the ability for independent researchers to reproduce an experiment is a
“litmus test for rigor".” However, the Al industry's reliance on massive training



datasets, often comprising hundreds of billions of text and image tokens scraped from
the public internet, has made this standard practically impossible to uphold.’ The
sheer scale of the data makes it unfeasible to document, audit, or share
comprehensively.’

This technical reality dovetailed with a strategic shift at OpenAl from openness to
extreme secrecy. The company, founded on a promise of transparency, began to
withhold crucial details about its model architectures, training methods, and
datasets.” This move was explicitly justified as a necessary measure to protect its
competitive advantage in a high-stakes race.’ This opacity has created a situation
where even the creators of these models may not fully know what is in their training
data, as manual audits are impossible.” The potential danger of this black-box
approach was starkly illustrated when researchers at Stanford University audited the
publicly available LAION-5B image dataset—used to train many commercial
models—and discovered thousands of instances of suspected child sexual abuse
material.” This finding raised the alarming question of what other harmful content
might be lurking within the even larger, proprietary datasets held by companies like
OpenAl.’ The "collapse of reproducibility” is therefore not merely an unfortunate side
effect of scaling; it has become an essential feature for maintaining a competitive
moat. By creating models so large and complex that they are inherently
irreproducible, companies transform a scientific weakness into a strategic business
advantage, effectively protecting their intellectual property through sheer,
un-auditable scale.

The Road Not Taken: Marginalized Alternatives

Hao makes it clear that the "scale-at-all-costs" approach was not the only path
available. She highlights a parallel, but ultimately overshadowed, movement within the
Al research community that pursued a different philosophy.” These researchers
focused on creating smaller, high-quality, meticulously curated datasets. Their goal
was not to ingest the entire internet but to handpick data that captured the nuance of
language, the breadth of human experience, and the imperatives of fairness and
representation.” An example of this approach is Mozilla's DeepSpeech project, which
was built on audio clips donated by users with full consent and manually reviewed for
quality and diversity.’

However, such painstaking efforts were increasingly marginalized by the prevailing



industry logic that favored brute-force scaling. The discovery that larger models
trained on larger datasets exhibited "emergent properties"—complex reasoning and
coding abilities that they were not explicitly trained for—encouraged teams to
abandon careful data curation in favor of scraping everything possible.’ The promise
of emergent capabilities became the ultimate justification for the scaling doctrine,
pushing the entire industry down a path of ever-greater resource consumption and
opacity.

Section 4: The Global Footprint: The Human and Environmental
Costs of the Al Empire

This section delves into the core of Karen Hao's "Al colonialism" thesis, moving the
narrative from the boardrooms and server rooms of Silicon Valley to the global
communities that bear the hidden costs of the Al supply chain. Hao's reporting aims
to ground the abstract concept of artificial intelligence in its visceral material realities,
arguing that the industry's progress is built upon a foundation of extraction and
exploitation that mirrors historical empires.

The Imperial Analogy

Hao explicitly frames her critique using the metaphor of empire, drawing a direct
parallel to William Dalrymple's historical account of the East India Company, The
Anarchy.® She argues that while the "empires of Al" are not engaged in the same overt
violence as their historical predecessors, they operate on a similar logic of
extraction.'® These modern empires, she writes, "seize and extract precious resources
to feed their vision of artificial intelligence: the work of artists and writers; the data of
countless individuals posting about their experiences and observations online; the
land, energy, and water required to house and run massive data centers and
supercomputers"." This framework posits that a handful of powerful corporations are
laying claim to a new global territory—the digital and cognitive commons—and
rewriting the rules to serve their own interests.'



Labor Exploitation: The "Ghost Work" of the Global South

A central pillar of the imperial analogy is the documentation of a vast, hidden
workforce in the Global South that performs the essential but unglamorous labor of
the Al industry.

The book's most compelling case study focuses on the exploitation of data annotators
in Kenya."® Hao's investigation reveals that OpenAl, through third-party contracting
firms, employed workers for as little as $2 an hour to perform the psychologically
grueling task of "data cleaning".? This work involves sifting through the darkest
corners of the internet to label and categorize toxic content—including graphic
violence, hate speech, and sexual abuse—in order to train the Al models' safety
filters.”® This labor is critical to making products like ChatGPT palatable for public use,
yet the workers who perform it are often left traumatized, poorly compensated, and
largely invisible.™

Hao describes this dynamic as "the logic of empire" and “electronic colonialism,"
highlighting the stark disparity between the multi-million-dollar compensation
packages for Al researchers in Silicon Valley and the sweatshop-level wages paid to
the data workers whose labor is indispensable to the final product.” This system
creates a clear hierarchy where immense value is generated for the imperial core, built
upon the exploited labor of the periphery.

Resource Extraction: The Environmental Toll of Data Centers

Hao's reporting demonstrates that the dematerialized language of "the cloud" masks
a profoundly material and resource-intensive industry with a staggering environmental
footprint.®

The energy consumption required to train and run large-scale Al models is immense.
The report cites a McKinsey analysis highlighted by Hao, which projects that within
five years, the Al industry's electricity demand could equal two to six times the annual
consumption of a state like California.” This voracious appetite for power is already
having tangible consequences, including the extension of the operational lives of



coal-fired power plants to meet the new demand."

Freshwater consumption is an equally critical and often overlooked issue. The massive
data centers that form the backbone of the Al industry require vast quantities of clean
freshwater for cooling their equipment, and they typically tap directly into public
drinking water supplies.' This creates a direct conflict over a vital resource,
particularly as a Bloomberg analysis found that two-thirds of new data centers are
being constructed in water-scarce regions."

Hao's on-the-ground reporting in Chile provides a powerful case study of this
conflict.”® Due to a historical anomaly from its dictatorial past, most of Chile's water
resources are privatized, but one community in the greater Santiago metropolitan
region retained control of a public freshwater source.” This was the exact community
that Google chose for a new data center, proposing to use 1,000 times more
freshwater annually than the entire community consumed."” Furthermore, the project
offered no direct tax benefits to the local residents whose water supply was
threatened.” The story culminates in the successful resistance mounted by local water
activists, who, as Hao puts it, "remembered that that freshwater was actually theirs"
and forced the tech giant and the Chilean government to the negotiating table.” This
case exemplifies the imperial dynamic of resource extraction and the potential for
local communities to resist it.

The placement of these environmental and labor externalities is not arbitrary. It
follows established colonial patterns, disproportionately offshoring the most
damaging aspects of the Al supply chain to the Global South or to vulnerable
communities with weak environmental protections and cheap labor.® This creates a
new geopolitical reality: a clean, seamless Al user experience in the developed world,
subsidized by a dirty, exploitative, and resource-depleting production process at the
global periphery. This dynamic challenges the very definition of technological
progress, suggesting that in the "Empire of Al," advancement is not decoupled from
physical impact but is, in fact, directly measured by it—the bigger the model, the
greater the social and environmental cost.

The following table visualizes the externalities of the scaling doctrine, contrasting the
industry's stated justifications with the hidden costs documented by Hao.

Table 4.1: The Hidden Ledger of Al Scaling

Asset / Input Stated Purpose / Method of Extraction Documented




(Claimed by the
Empire)

Justification

(as per Hao)

Externality / Cost

data center
infrastructure

often in communities
with weak
environmental
regulations or

economic leverage.'

Data Training more Mass scraping of the Erosion of intellectual
capable and public and property rights;
intelligent models copyrighted internet violation of privacy;

without consent or perpetuation of
Compensatioﬂ'10 biases in training
data.’

Labor Safety filtering and Low-wage, Systemic labor
data annotation for psychologically exploitation;
model alignment damaging "ghost psychological trauma

work" performed by for workers;
contractors in the perpetuation of
Global South (e.g., global wage
Kenya).? inequality.’

Energy Powering massive Extreme consumption | Massive carbon
compute clusters for from national grids, footprint; strain on
model training and leading to the energy infrastructure;
inference extension of fossil increased reliance on

fuel plant lifespans.’® | non-renewable
energy sources. "

Water Essential cooling for Tapping directly into Depletion of vital
high-density data public drinking water community
centers supplies, often in resources;

water-scarce regions exacerbation of water

(e.g., Chile)." scarcity;
environmental stress
on local
ecosystems."

Land Building hyperscale Acquisition of land, Land displacement;

noise pollution; social
and economic
disruption for local

communities.'®

Section 5: A Contested Throne: Critical Reception and
Counter-Narratives




While Empire of Al has been widely praised for its investigative depth, it has also
sparked significant debate. This section provides a critical balance by moving from a
presentation of Hao's arguments to an analysis of the counter-narratives and critiques
leveled against the book. A nuanced assessment requires understanding not only the
book's thesis but also the validity of the pushback it has received.

The Charge of Technical Naivete and the "DeepSeek Fallacy"

A primary line of criticism targets the book's technical arguments, accusing Hao of a
fundamental misunderstanding of Al development.” Critics contend that her assertion
that scaling is an "inferior technical method" deliberately chosen to maintain a
monopoly is naive.” This view, they argue, ignores the decades of scientific iteration,
failed experiments, and gradual refinement that led to the current dominance of deep
learning and large-scale models.”

This critique is crystallized in what one reviewer terms the "DeepSeek fallacy".”” Hao
points to the existence of more efficient models, such as those from the Chinese
company DeepSeek, as evidence that the resource-intensive approach of Western
labs was an unnecessary choice. The fallacy, according to the critic, is using a single,
more efficient outlier to delegitimize the entire paradigm that produced the
foundational breakthroughs. Hao's position, however, is more nuanced; she argues
that companies like OpenAl, buoyed by Sam Altman's unparalleled fundraising
capabilities, lacked the economic

incentive to pursue more efficient methods. Brute-force scaling became the path of
least resistance not because it was the only path, but because capital was not a
constraint.

"Conclusion-Driven Journalism" or Penetrating Analysis?

A second major critique accuses Hao of engaging in "conclusion-driven journalism"
and producing a work of "elaborate confirmation bias"."” From this perspective, Hao



began her project with a predetermined ideological framework—the "empire"
metaphor—and then selected evidence to support it while ignoring inconvenient or
contrary data.” The book is charged with a lack of intellectual self-doubt, presenting a
narrative where every corporate decision is filtered through a lens of nefarious
empire-building.”

The defense against this charge is implicit in the book's structure. Supporters would
argue that the empire metaphor is not a preconceived conclusion but an analytical
framework that emerged organically from observing a consistent, repeating pattern of
behavior across disparate domains—from labor practices in Kenya to water rights in
Chile to intellectual property debates in the US." The power of the metaphor, from this
viewpoint, lies precisely in its ability to connect these seemingly isolated incidents into
a coherent, global system of power extraction.' The core of this debate is a clash
between two analytical frameworks. Critics tend to view Al development through the
lens of

technical evolution, where scientific and engineering challenges are solved through
iteration, and the most effective methods, like scaling, naturally rise to the top.'? Hao,
conversely, employs a lens of

political economy, viewing technical choices as inseparable from the influence of
capital, power dynamics, and ideology, which in turn produce predictable social and
political outcomes." The disagreement is not over the facts—scaling is dominant, some
efficient alternatives exist—but over their causal interpretation. Is scaling dominant
because it is the

best technical path, or because it is the path that best serves the economic and
political objectives of the companies pursuing it?

Paternalism in Portraying Global Labor?

A more subtle but important critique suggests that Hao's portrayal of workers in the
Global South, while sympathetic, verges on a "peculiar form of Western paternalism"."
The argument is that these workers are sometimes presented as abstract symbols of
exploitation—"convenient theoretical props"—rather than as complex individuals with
their own agency and nuanced perspectives on their economic circumstances." This

charge raises a critical question about the representation of marginalized



communities in investigative journalism and whether the focus on victimhood can
inadvertently strip subjects of their full humanity.

Praise for Journalistic Rigor and Global Perspective

Despite these critiques, Empire of Al has received widespread acclaim for its
exceptional journalistic rigor and groundbreaking perspective. Based on over 300
interviews, including 150 with current or former OpenAl insiders, the book is lauded
for its deep sourcing and the wealth of previously unknown details it brings to light.’

Reviewers have particularly praised Hao for her global perspective, which provides a
crucial corrective to a field of journalism that often remains myopically focused on
Silicon Valley.” By connecting the decisions made in corporate boardrooms to their
tangible impacts on Kenyan data laborers and Chilean water activists, Hao
demonstrates a comprehensive reporting style that reveals the true, interconnected
nature of the Al supply chain.® As Tim Wu of

The New York Times noted, the book is a vital “"corrective to tech journalism that rarely
n 24

leaves Silicon Valley".
The book's central "empire" metaphor is thus both its greatest strength and its
potential weakness. As a strength, it provides a powerful, unifying theory that
connects a wide range of harms into a single, understandable narrative.' As a
weakness, it risks being perceived as overly deterministic, forcing every action and
motivation into a villainous framework. This can, as one critic noted, constrain the
analysis and preclude a more nuanced exploration of the "genuine dilemmas" and
complex motivations within these companies, where many employees sincerely
believe their work will benefit humanity.” The metaphor's power to explain may come
at the cost of its capacity to accommodate ambiguity, which lies at the heart of the
confirmation bias critique.

Section 6: The New Geopolitical Landscape: Al, Power, and the
Future of Governance



Karen Hao's Empire of Al is more than a corporate chronicle; it is a critical examination
of a new geopolitical landscape being forged by artificial intelligence. This section
broadens the analysis from the book itself to its profound implications for global
governance, power dynamics, and the future of democracy, using the issues raised by
Hao as a foundation for exploring the emerging battle over the control of Al.

The Concentration of Power and the Threat to Democracy

A core argument synthesized from Hao's work is that the unprecedented
concentration of resources, talent, and decision-making power within a handful of
unelected technology companies constitutes a fundamental threat to democratic
norms.” When a small group of executives operating behind closed doors can steer
the development of a technology with the potential to reshape society, the basic
principles of public accountability and oversight are eroded.? Hao identifies the
ultimate risk not as a rogue Al apocalypse, but as a more insidious erosion of citizen
agency—a growing sense of helplessness that leads people to “just lay down and give
up," a state of apathy she warns is "when democracy dies".?

This concentration of power is actively protected by a concerted push against
regulation. Hao highlights legislative efforts in the United States, such as a provision in
a House-passed bill that would impose a 10-year moratorium on state-level Al
regulation.” She describes this as a "major gift to the Al industry" that would
effectively "enshrine the impunity of Silicon Valley into law"." This push for
deregulation in the U.S. stands in stark contrast to the more robust regulatory
environments being developed in the European Union and even in China, which Hao
notes is one of the most heavily regulated Al environments in the world.?

The Rise of "Sovereign Al": A Counter-Narrative or a New Trap?

In response to the dominance of U.S.-based tech giants, a new narrative of "Sovereign
Al" is gaining traction globally.”” Promoted by hardware giants like NVIDIA and
embraced by nations such as South Korea, the concept encourages countries to build
their own national Al capabilities—from data centers to large language models—to



maintain digital autonomy and control their own destiny.?’

However, a critical analysis suggests that this push for sovereignty may be a new kind
of trap. While promising independence, it can lead to a different form of dependency:
governmental lock-in with a single hardware vendor, the extraction of valuable
national language data to enrich proprietary corporate models, and the offloading of
immense infrastructure and environmental costs onto local populations.?” The
discourse is shifting from a simple "US vs. China" race to a more complex battle over
the meaning of "sovereignty." Western companies frame their products as tools for
"democratic Al," China promotes state-led co-development, and a third way of true
national sovereignty is being pursued.”” The ultimate winner in the global Al
competition may not be the nation that builds the most powerful AGI, but the one that
most successfully captures the narrative of empowering national and community
autonomy, whether that empowerment is genuine or illusory.

Models for Future Governance

The problems of opacity, extraction, and unaccountable power detailed in Empire of
Al demand new models of governance. The report identifies several emerging
frameworks that offer a path forward.

e Value-Based and Human-Centric Governance: This approach emphasizes
maintaining human control and oversight throughout the Al lifecycle. It calls for
evaluating Al services not just on cost-benefit analysis but through the lenses of
corporate values and potential liability, and above all, ensuring that technology is
deployed to solve real, identified human problems.”’

e Adaptive Governance: Recognizing the rapid pace of technological change,
some researchers advocate for moving beyond static, fixed rule-sets. An adaptive
approach, drawing from agile methodologies, would use flexible frameworks,
continuous feedback loops, and the active involvement of civil society as a
watchdog to create a more responsive and resilient governance system.*

e Voluntary Frameworks and Best Practices: Existing tools like the NIST Al Risk
Management Framework (Al RMF) and COBIT offer voluntary guidelines for
organizations to manage risk, improve transparency, and ensure human
oversight.*® These frameworks stress the importance of continuous monitoring,
fairness, and security as foundational elements of responsible Al deployment.

e Reclaiming Community Ownership: The report concludes this section with



Hao's central call to action. The public and policymakers must recognize that the
foundational inputs of Al—our collective data, our labor, and our planet's
resources—are not the inherent property of corporations but belong to the
communities from which they are extracted. Reclaiming a sense of ownership and
control over these foundational elements is presented as the essential first step
toward building a more democratic and equitable Al future.?

The imperial model of Al development, characterized by resource extraction and a
push for deregulation, may be having an unintended geopolitical boomerang effect.
The negative externalities created in the Global South—from water depletion in Chile
to labor exploitation in Kenya—foster resentment and create a market for
alternatives.’® This dynamic may inadvertently strengthen the position of America's
primary geopolitical rival, China. Through its "Digital Silk Road" initiative, China is
actively courting these same nations, offering state-backed Al infrastructure and
smart city technology.®' For a developing nation, a partnership with China, despite its
own risks of dependency, may appear more appealing than the overtly extractive
model described by Hao. Thus, the very practices that cement the power of Silicon
Valley's "empires" at home could be ceding strategic ground abroad.

Section 7: Strategic Analysis and Recommendations

This final section synthesizes the findings of the report into a forward-looking analysis
of the strategic risks inherent in the current Al development paradigm and offers
actionable recommendations for key stakeholders. The issues raised in Empire of Al
are not merely academic or ethical; they represent material risks and strategic
challenges for policymakers, investors, and the technology industry itself.

Synthesis of Strategic Risks

The "scale-at-all-costs" imperial model of Al development, as chronicled by Karen
Hao, creates a portfolio of significant and interconnected risks that extend beyond
immediate financial performance.

e Regulatory Risk: The growing public and political awareness of the negative



externalities of Al—from environmental degradation and labor exploitation to the
erosion of privacy and intellectual property—will inevitably lead to increased
regulatory scrutiny worldwide. Companies whose business models are predicated
on minimal oversight and the externalization of costs face a future of significant
compliance challenges and potential legal restrictions that could fundamentally
alter their operations.

Reputational Risk: Narratives of exploitation, environmental damage, and
unaccountable power, as powerfully articulated in works like Empire of Al, pose a
severe threat to brand reputation and public trust. As these stories permeate the
public consciousness, companies risk losing their social license to operate, facing
consumer backlash, employee dissent, and difficulty in talent recruitment.
Technical Debt and Lack of Optionality: An over-reliance on brute-force
scaling at the expense of research into efficiency and alternative architectures
creates a dangerous form of technical debt. Companies become locked into a
hyper-capital-intensive model that is vulnerable to disruption. The "DeepSeek
threat"—the potential for a more agile competitor to achieve comparable
performance with vastly fewer resources—represents a critical strategic
vulnerability for incumbents who have not invested in efficiency."

Geopolitical Risk: The "imperial" approach of extracting resources and labor
from the Global South while resisting local regulation risks alienating a majority of
the world's nations. This can create a strategic vacuum that competitors,
particularly China with its state-backed "Digital Silk Road" initiative, are eager to
fill, potentially ceding long-term global influence.*

Recommendations for Policymakers

1.

Mandate Radical Transparency and Auditing: Policymakers should move
beyond voluntary self-regulation and legislate mandatory transparency
requirements for the entire Al supply chain. This should include public disclosures
on the sources and composition of training data, energy and water consumption
metrics for major data centers, and the labor conditions and wage standards of
all contractors involved in data annotation and content moderation. Furthermore,
establishing independent, third-party auditing mechanisms is crucial to verify
these disclosures and ensure accountability.

Foster a Diversified and Resilient Al Ecosystem: To counter the monopolistic
trend of scaling, public funding instruments like the National Al Research
Resource (NAIRR) should be strategically deployed to support a more diverse



research ecosystem. This includes prioritizing grants for research into Al
efficiency, smaller-scale models, and the creation of high-quality, ethically
sourced, and curated open-source datasets. A healthy ecosystem requires viable
alternatives to the dominant, resource-intensive paradigm.

Reject Preemptive Deregulation and Pursue Adaptive Governance:
Policymakers must resist intense industry lobbying for broad, long-term
moratoriums on state and federal regulation. Such measures would stifle
necessary oversight and lock in the advantages of current market leaders.
Instead, the focus should be on developing a framework of "adaptive
governance"—creating regulatory guardrails that are firm in their principles (e.g.,
safety, fairness, transparency) but flexible in their implementation, allowing them
to evolve in tandem with the technology.

Recommendations for Investors & Industry Leaders

1.

Incorporate Externality Risk into Valuation Models: Investors must evolve their
due diligence and valuation frameworks to account for the material risks posed by
ESG (Environmental, Social, and Governance) externalities. A company's
dependence on unsustainable water consumption in a drought-prone region or
on a labor model vulnerable to strikes and regulatory crackdown is a tangible
financial risk that must be priced into investment decisions. Long-term value
creation depends on sustainable and ethical operations, not just short-term
technical dominance.

Invest in Efficiency and Sustainability as a Core Competitive Advantage:
Industry leaders should reframe research into Al efficiency not as a niche
academic concern but as a critical long-term business strategy. Developing more
efficient, less resource-intensive models is the most effective way to de-risk the
business from future regulatory backlash, resource scarcity, and competitive
disruption. Efficiency is the key to building a more resilient and sustainable
technical and business moat.

Embrace Genuine Multi-stakeholder Governance for a Durable Social
License: To build enduring public trust, corporations must move beyond
performative "ethics advisory boards." They should implement governance
structures with genuine power that include representatives from affected
communities, labor organizations, and civil society. This is not simply an ethical
imperative but a strategic necessity. A durable social license to operate in the 21st
century will only be granted to companies that can demonstrate authentic



Wor

1.

10.

1.

12.

accountability to the public whose lives and resources their technology impacts.
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