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Abstract: Artificial Intelligence (AI) has emerged as a central force in digital transformation, offering vast 

opportunities for efficiency, creativity, and human well-being. Yet, its rapid growth raises pressing ethical 

concerns, including algorithmic bias, privacy risks, lack of transparency, and weak accountability. This article 

addresses the challenge of translating global ethical principles, such as those set by the EU AI Act (2025), into 

operational business frameworks, particularly for small-to-medium enterprises (SMEs) and emerging economies 

like Timor-Leste. Based on literature review and a qualitative applied research design combining conceptual 

synthesis and comparative thematic analysis (CTA), the study proposes an integrative model. The core finding is 

the Human-Centered Responsible AI Framework for Business (HCR-AI4B), which aligns ethical principles 

(fairness, transparency, privacy, and accountability) with innovation dimensions (creativity, inclusiveness, and 

sustainability). The HCR-AI4B operationalizes responsibility across four key pillars: Transparency & 

Explainability, Fairness & Inclusivity, Accountability & Human Oversight, and Sustainability & Digital Well-

being. Findings suggest that this approach not only enhances public trust in AI, strengthens social legitimacy, and 

fosters the development of equitable and sustainable technological ecosystems, proving that ethics and innovation 

are complementary foundations. The framework serves as strategic guidance for researchers, developers, and 

policymakers to build AI that is inclusive, fair, and socially accountable. 
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1. Introduction 

The rapid advancement of artificial intelligence (AI) has revolutionized business 

operations, decision-making, and customer engagement across industries. From predictive 

analytics to generative marketing tools, AI now underpins competitive strategies and reshapes 

corporate governance structures. However, the rise of AI also introduces unprecedented ethical, 

social, and governance challenges. Bias in algorithms, opaque decision-making, privacy 

violations, and a lack of accountability are among the most pressing issues that threaten the 

integrity of AI applications in business (Ryan, 2024; Constantinides et al., 2024). 

As corporations integrate AI into their digital transformation agendas, the question is no 

longer whether AI should be adopted, but how it should be designed, governed, and used 

responsibly. Recent developments in global AI regulation highlight the urgency of this 

question. The European Union’s AI Act (2025) represents the world’s first comprehensive 

legislative framework to classify AI systems by risk level and impose ethical obligations on 

developers and businesses. Similarly, initiatives from the OECD, UNESCO, and World 

Economic Forum underscore the necessity of responsible innovation—ensuring that 

technological advancement aligns with human rights, fairness, and sustainability. 
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While these global frameworks are rapidly evolving, emerging economies across the 

ASEAN region and Timor-Leste face unique challenges in operationalizing responsible AI. 

Limited digital infrastructure, nascent regulatory ecosystems, and unequal access to AI 

education make ethical implementation difficult despite growing technological aspirations. Yet, 

these regions also offer opportunities to embed ethical and human-centered values into AI 

systems from the outset, rather than retrofitting responsibility after technological deployment. 

In this context, the concept of Human-Centered Responsible AI (HCR-AI) emerges as a 

critical paradigm. It integrates ethical principles into the technological design and deployment 

of AI systems, emphasizing human oversight, transparency, inclusivity, and social 

accountability. HCR-AI seeks to ensure that innovation not only serves business growth but 

also enhances the collective well-being of users, employees, and society at large (Shin, 2025). 

This approach aligns with the broader movement toward ethical digital transformation, which 

views technology as a moral agent capable of influencing social values and behaviours. 

The application of HCR-AI within business environments is particularly vital. In 

marketing, for instance, AI-driven personalization algorithms can improve customer 

experience but also risk manipulating consumer behaviour through opaque targeting. In 

finance, AI credit scoring models enhance operational efficiency but may reinforce 

discriminatory biases if not designed with fairness in mind. In supply chain management, AI 

optimization can reduce costs but may compromise labor rights or environmental sustainability. 

Therefore, a human-centered approach is indispensable to navigate the moral complexity of AI 

in commercial ecosystems (Barredo Arrieta et al., 2023). 

This paper addresses these challenges by proposing a comprehensive framework that 

bridges ethics and innovation through a human-centered design lens. By examining recent 

literature and regulatory evolutions (2023–2025), the study identifies key ethical dimensions 

and governance practices that enable responsible AI-driven business models. The analysis 

proceeds through a qualitative applied research approach, focusing on conceptual synthesis and 

comparative analysis of existing models. The goal is to contribute a theoretically grounded yet 

practically applicable model the Human-Centered Responsible AI Framework for Business 

(HCR-AI4B) that guides organizations in embedding ethical reflection into every stage of AI 

innovation, with relevance for both advanced and emerging economies including Timor-Leste. 

2. Literature Review  

Responsible Artificial Intelligence (RAI): From Regulation to Practice 

The concept of Responsible Artificial Intelligence (RAI) has evolved from ethical discourse 

into a core governance principle shaping corporate AI strategies. According to Constantinides 

et al. (2024), responsible AI entails the alignment of algorithmic systems with societal values, 

legal frameworks, and human rights norms. It extends beyond technical compliance to include 

moral accountability, risk mitigation, and sustainable innovation. The European Union’s AI 

Act (2025) further institutionalizes RAI by categorizing AI systems according to risk levels 

unacceptable, high-risk, limited, and minimal and imposing obligations for transparency, 

documentation, and human oversight. 

However, research shows that most organizations still interpret RAI narrowly as regulatory 

compliance rather than a strategic cultural commitment (Barredo Arrieta et al., 2023). This 

instrumental view often neglects the social implications of AI decisions, leading to issues such 

as algorithmic discrimination and the erosion of digital trust. As businesses rely more on 

generative AI and data-driven automation, the implementation of RAI must transcend legal 

boundaries and embed ethical reflection within design and decision-making processes. 
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Additionally, Mhlanga (2023) introduces the Triple-Layered Ethical Framework for 

Responsible AI, emphasizing that responsibility must be enacted across technological, 

organizational, and societal layers. Technological responsibility refers to bias mitigation and 

transparency mechanisms; organizational responsibility involves leadership accountability and 

internal ethics governance; while societal responsibility highlights inclusivity and public 

participation. This layered approach strengthens RAI by ensuring that ethical practice is holistic 

rather than siloed. 

Likewise, Li and Papachristos (2024) argue that corporate ethical governance in AI should 

function as a dynamic capability, enabling firms to adapt responsibly to technological 

disruption while maintaining stakeholder trust. They demonstrate that companies integrating 

RAI principles into innovation processes show higher resilience and adaptability to global AI 

regulations, reinforcing the strategic value of ethics-driven innovation. 

Human-Centered Artificial Intelligence (HCAI) 
The human-centered AI (HCAI) paradigm emphasizes designing artificial intelligence systems 

that prioritize human interests, preserve user agency, and enhance overall digital well-being. 

According to Shin (2025), HCAI promotes users’ psychological and social well-being by 

embedding empathy, accessibility, and user control into AI design. This approach aligns closely 

with user experience ethics, where considerations of usability intersect with moral 

acceptability. 

However, critical scholars such as Ryan (2024) caution that a strictly human-centered approach 

can risk anthropocentrism, potentially overemphasizing individual human control while 

overlooking broader ecological, cultural, and collective dimensions. Therefore, truly 

responsible HCAI should extend its scope beyond individual users to encompass community 

well-being, sustainability, and social fairness. Incorporating these broader considerations is 

particularly important for businesses, which must balance customer satisfaction with societal 

expectations of ethical corporate behaviour. 

In the business context, human-centered AI is increasingly recognized as a key driver of 

customer loyalty and brand trust. Transparent recommendation algorithms, explainable 

marketing automation, and ethical data management not only improve user experience but also 

enhance corporate reputation. Shin’s (2025) systematic review highlights that organizations 

implementing HCAI frameworks often achieve higher consumer satisfaction and experience 

fewer instances of technology backlash. 

The following table summarizes the core dimensions of HCAI, linking ethical focus, 

innovation potential, and human-centered objectives: 

 

Table 1. Core Dimensions of Human-Centered Artificial Intelligence (HCAI) 

Core Dimension Ethical Focus Innovation Aspect Human-Centered 

Objective 

Transparency Openness in 

algorithmic processes 

and decision-making 

Strengthens public 

trust in AI systems 

Ensures users 

understand and feel safe 

using technology 

Fairness Avoiding bias and 

discrimination in data 

and outcomes 

Promotes inclusive 

and equitable 

innovation 

Empowers all social 

groups without digital 

inequality 

Accountability Responsibility of 

developers and 

organizations for AI 

impacts 

Fosters responsible 

and adaptive 

governance 

Builds systems that are 

monitorable and 

correctable by humans 
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Core Dimension Ethical Focus Innovation Aspect Human-Centered 

Objective 

Privacy & Data 

Security 

Protecting individual 

rights and personal 

data 

Drives secure and 

trustworthy 

technological 

solutions 

Preserves human 

dignity and autonomy 

Sustainability Ethical commitment to 

the environment and 

future generations 

Encourages eco-

friendly and energy-

efficient innovation 

Balances technological 

progress with social and 

environmental welfare 

 

Ethical Governance and AI in Business 
Ethical governance represents the institutional dimension of AI responsibility. It involves 

creating organizational mechanisms ethics committees, algorithmic audits, and stakeholder 

engagement processes that ensure ethical decision-making throughout the AI lifecycle 

(European Council, 2024). In this context, the EU Council’s 2024 conclusions emphasize that 

AI governance must integrate human oversight and sustainability metrics to mitigate social and 

environmental harms. 

Barredo Arrieta et al. (2023) highlight that businesses adopting ethical governance frameworks 

outperform competitors in trust-based markets. Such organizations embed fairness, 

accountability, and transparency (FAT) principles into AI-driven decision architectures. This 

convergence between ethics and strategy reflects a paradigm shift: AI ethics is no longer 

peripheral but central to corporate competitiveness and stakeholder legitimacy. 

Building on this, Santos and Dinis-Carvalho (2023) propose the Participatory Governance 

Model for Responsible AI, stressing that ethical governance in developing economies must 

involve community-based oversight and local contextualization. They argue that shared 

governance among government, academia, and private sector actors enhances social legitimacy 

and ensures that AI development aligns with collective values and sustainable goals. 

Furthermore, Gibbs and Heeks (2024) extend ethical governance into the domain of AI-for-

Development (AI4D), showing that in emerging ASEAN economies, governance models 

grounded in transparency and inclusivity directly improve public sector efficiency and citizen 

trust. Their findings support the integration of ethical governance principles into national AI 

strategies as a prerequisite for equitable digital transformation. 

 

Research Gap 
Despite significant progress, literature between 2023 and 2025 reveals persistent challenges in 

translating ethical principles into operational business frameworks. Most studies emphasize 

theoretical ethics, regulatory compliance, or human-centered design in isolation. Few provide 

an integrative framework that connects these dimensions within applied business contexts, 

particularly for emerging economies and small-to-medium enterprises (SMEs). 

This paper addresses that gap by developing the Human-Centered Responsible AI Framework 

for Business (HCR-AI4B), a model that combines ethical theory, regulatory standards, and 

innovation management principles. It demonstrates how organizations can operationalize 

responsible AI through governance systems, design processes, and stakeholder participation. 

 

3. Method  

Research Design 

This study adopts a qualitative applied research design combining conceptual synthesis and 

case-informed analysis. It builds upon academic literature, policy documents, and practical 



 
 
 
 

Proceeding 5th International Conference on Business & Social Sciences (ICOBUSS) 210 
Surabaya, October 11-12, 2025 

frameworks from 2023–2025 to derive a structured understanding of responsible AI 

implementation in business environments. 

The research aims to answer two guiding questions (RQs): 

1. How can human-centered principles be integrated into the ethical design and 

deployment of AI in business contexts? 

2. What framework can effectively balance innovation and ethical responsibility for 

sustainable corporate performance? 

Data Sources 
Three categories of data inform this research: 

1. Academic Literature: peer-reviewed articles and systematic reviews from 2023–2025 

(e.g., Ryan, 2024; Shin, 2025; Barredo Arrieta et al., 2023). 

2. Regulatory and Policy Documents: the EU AI Act (2025), EU Council conclusions 

(2024), and UNESCO’s AI ethics framework. 

3. Corporate Case Evidence: reports from technology-driven companies such as Google, 

Microsoft, and IBM outlining responsible AI practices, transparency commitments, and 

ethics toolkits. 

Analytical Approach 
The study applies a comparative thematic analysis (CTA) approach. Thematic coding was 

used to identify recurring principles transparency, accountability, inclusivity, human oversight, 

and sustainability across academic and policy sources. These were then mapped against 

observed business practices to identify convergence and gaps. The comparative analysis 

allowed the derivation of the HCR-AI4B framework that integrates ethical, organizational, and 

innovation-based perspectives. 

 

Validity and Reliability 
To ensure analytical robustness, triangulation was performed across three data dimensions: 

1. Theoretical triangulation: synthesizing academic and regulatory sources. 

2. Data triangulation: comparing global regulatory contexts (e.g., EU, OECD) with 

corporate practices. 

3. Expert validation: insights were cross-checked with ethical AI guidelines published 

by leading organizations, ensuring alignment with current best practices. 

 

4. Result and Discussion 

Integration of Ethics and Innovation in Business AI 

Analysis of literature and corporate practices indicates that embedding ethics into AI design 

enhances both innovation quality and organizational legitimacy. Firms that adopt human-

centered responsible AI practices report higher customer trust, improved employee 

engagement, and long-term sustainability (Barredo Arrieta et al., 2023; Shin, 2025). For 

example, in retail and e-commerce, companies using AI-driven recommendation engines with 

explainable algorithms increased customer satisfaction while reducing complaints regarding 

biased offers (Ryan, 2024). 

The findings suggest that ethical constraints do not hinder innovation; rather, they provide a 

structured framework for risk mitigation, user-centric product development, and reputational 

advantage. This challenges the traditional perception that ethics slows down business 

innovation. 

 

Human-Centered Responsible AI Framework for Business (HCR-AI4B) 
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The comparative thematic analysis produced an integrative model termed the Human-Centered 

Responsible AI Framework for Business (HCR-AI4B). This framework operationalizes the 

connection between ethical principles and innovation management across four strategic pillars: 
 

 

 

 

 

 

 

Figure 1. Human-Centered Responsible AI Framework for Business 

The four strategic pillars of HCR-AI4B are: 

1. Transparency & Explainability 

2. Fairness & Inclusivity 

3. Accountability & Human Oversight 

4. Sustainability & Digital Well-being 

Each pillar functions as both a moral compass and an innovation enabler, demonstrating that 

responsible design strengthens rather than restricts creativity and competitiveness. 

Discussion 

Transparency & Explain ability 

Transparency forms the foundation of trust in AI systems. The analysis shows that 

organizations adopting explainable AI (XAI) mechanisms such as interpretable dashboards, 

open data logs, and user-accessible explanations achieve higher user satisfaction and lower 

ethical risk. For instance, in ASEAN-based financial technology (FinTech) firms, transparent 

decision models in credit scoring not only comply with data protection laws but also improve 

consumer confidence. In Timor-Leste, where AI literacy and public understanding are still 

developing, explain ability serves as a bridge for social acceptance, enabling users to perceive 

AI as supportive rather than intrusive. 

 

Fairness & Inclusivity 
Fairness ensures that AI-driven innovations benefit all stakeholders equitably. Findings reveal 

that data diversity and inclusive algorithmic design significantly reduce bias-related harms. 

This is especially relevant for emerging economies like Timor-Leste, where datasets often 

underrepresent local populations. The integration of inclusive data governance practices such 

as community data partnerships and participatory labelling can prevent systemic exclusion and 

promote social equity. Moreover, fairness in AI systems correlates with brand trust, reinforcing 

corporate legitimacy in socially conscious markets. 

 

Accountability & Human Oversight 
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Accountability transforms ethical intentions into organizational discipline. Evidence from 

multinational corporations (e.g., Microsoft’s Responsible AI Council, IBM’s Ethics Board) 

shows that human oversight structures effectively prevent automation bias and decision 

opacity. Within SMEs, however, formal governance mechanisms are often absent. The HCR-

AI4B framework recommends scalable accountability models—such as ethics champions, 

peer-review audits, and traceable decision logs—that adapt to smaller organizational capacities. 

For Timor-Leste’s developing business ecosystem, embedding these oversight practices early 

can create a proactive ethical culture aligned with global standards. 

 

Sustainability & Digital Well-being 
Sustainability extends responsibility to future generations and environmental impact. The study 

identifies increasing recognition of AI’s energy footprint and psychological influence on users. 

Businesses adopting green data centers, responsible model training, and mindful interface 

design report improved stakeholder perception and reduced digital fatigue. In emerging 

ASEAN economies, sustainable AI practices not only enhance resilience but also align with 

the United Nations Sustainable Development Goals (SDGs), positioning responsible 

innovation as a driver of long-term national development. 

 

Regulatory Alignment and Corporate Implementation 
The framework aligns with the EU AI Act 2025 and related regulatory initiatives. High-risk AI 

systems require transparency, risk assessments, and human oversight. The HCR-AI4B 

framework operationalizes these obligations into actionable corporate practices: 

1. Algorithmic Audits: continuous monitoring for bias, fairness, and compliance. 

2. Stakeholder Engagement: user feedback mechanisms to evaluate trust and digital well-

being. 

3. Ethical Training: educating AI engineers and managers on human-centered design 

principles. 

4. Sustainability Metrics: monitoring energy consumption and environmental footprint of 

AI systems. 

These practices demonstrate how regulation and ethical design can co-exist with business 

innovation, creating a competitive advantage while reducing legal and reputational risks. 

Practical Implications 
Businesses applying HCR-AI4B gain multiple advantages: 

1. Enhanced Customer Trust 

2. Employee Engagement 

3. Long-Term Sustainability 

4. Innovation Guidance 

The framework is especially relevant for small-to-medium enterprises (SMEs) and 

organizations in emerging economies, where regulatory guidance may be nascent but market 

expectations for ethical AI are increasing. 

Integrative Insights 
The synthesis underscores that responsible AI and human-centered innovation are mutually 

reinforcing. The HCR-AI4B model highlights how ethical reflection enhances innovation 

quality by embedding trust, inclusivity, and sustainability into the business value chain. 
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Empirical trends suggest that firms adopting this integrative approach experience stronger 

consumer loyalty, improved risk management, and higher readiness for international 

compliance frameworks such as the EU AI Act (2025). For Timor-Leste, applying HCR-AI4B 

principles can guide policymakers and entrepreneurs to design AI ecosystems that are both 

contextually relevant and globally competitive. 

 

5. Conclusions 

This study contributes to the growing discourse on responsible artificial intelligence by 

proposing the Human-Centered Responsible AI Framework for Business (HCR-AI4B) an 

integrative model that bridges ethics and innovation. The framework operationalizes moral 

principles within business practices through four pillars: transparency, fairness, accountability, 

and sustainability. Together, these dimensions offer a pragmatic pathway for embedding ethical 

reflection throughout the AI lifecycle from design and deployment to governance and 

evaluation. 

The findings affirm that ethics and innovation are not competing forces but complementary 

foundations for sustainable progress. By aligning human-centered design with responsible 

governance, organizations can transform ethical compliance into strategic advantage. This 

alignment strengthens digital trust, enhances user experience, and fosters inclusive 

technological ecosystems that respect human dignity. 

For emerging economies such as Timor-Leste, the implications are particularly profound. 

Integrating the HCR-AI4B model can support the country’s digital transformation while 

ensuring that AI technologies advance social equity, environmental responsibility, and long-

term national resilience. Future research should empirically test this framework across diverse 

business sectors, exploring its impact on performance, trust, and societal well-being. 

Ultimately, the pursuit of responsible and human-centered AI represents not only a 

technological imperative but also a moral and developmental opportunity for all nations. 
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