Artificial Intelligence, Public Policy and Governance - Implications for Economic Management and Political Systems



ABSTRACT

As a General-Purpose Technology (GPT), Artificial Intelligence (AI) is fundamentally reconfiguring state capacity, as well as the mechanics of global economic management. This systematic review examines current research studies (2018-2026) to assess the socio-political consequences of artificial intelligence-driven governance in three key dimensions - policy integration, economic consequences and democratic legitimacy. Following the guidelines of the Preferred Reporting of Items in a Systematic Review and Meta-Analysis (PRISMA), the outcomes of this review show a structural shift from "street level" bureaucracies to "system-level" architectures that can be defined as the institutional division of "Artificial Discretion" to algorithmic infrastructures - with empirical evidence showing great gains in efficiency at routinised administrative tasks and fiscal forecasting, offsets by a growing "Efficiency-Legitimacy Paradox". The findings reveal the importance of the "black box" nature of automated systems, epitomised by the Australian 'Robo-debt' scandal, that undermines the democratic social contract and principles of procedural justice. Furthermore, the synthesis presents a stark geopolitical divide between the "AI Core" nations and the Global South; the latter group faces acute risks of "Digital Dependency" as well as eroded digital sovereignty. In order to alleviate these types of tensions, the review examines the effectiveness of visibility mechanisms, such as public algorithm registers or role-sensitive explainability, in regaining citizen trust. The study concludes that the sustainability of the algorithmic state rests on a movement from technocratic secrecy to value-based transparency that will ensure that AI- and human collaboration is founded on institutional accountability and algorithmic justice.
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INTRODUCTION 
Artificial Intelligence (AI) has come to be an example of General-Purpose Technology (GPT) with a revolutionary journey comparable to electricity or the steam engine. Unlike niche technologies, AI is marked by widespread proliferation of the technology across disparate sectors, on one hand, and the ability to continuously and autonomously improve, on the other (Farhad, 2025; Srivastava & Bullock, 2024). In the field of governance, AI is fundamentally changing the definition of "state capacity" - the set of institutional competencies and resources needed for the effective formulation and implementation of policies (Sousa et al., 2025). The integration of AI into public administration marks a significant transformation in governance, policy-making, and public service delivery (Charles et al., 2022; Kayyali, 2026). AI offers transformational potential for governance. As a technology capable of processing large-scale data, identifying patterns, and generating evidence-based insights, AI is believed to support more targeted decision-making (Arief et al., 2025; Xu et al., 2025). As public administration evolves from "street-level" bureaucracies to "system-level" bureaucracies, the point of discretionary power is moving from human agents to algorithmic structures (Young et al., 2019). This evolution requires a radical adaptation of the state function and involves new technical competencies for monitoring the AI system's operation and new institutional structures to control the structural and discursive power to which AI empowers both public and private actors (Srivastava & Bullock, 2024; Sousa et al., 2025).


The Problem Statement
The integration of AI into public policy presents a profound "governance paradox." On the one hand, there are the possibilities of radically more efficient, resilient and proactive public services offered by AI-driven predictive analytics: Governments can anticipate economic shifts and societal needs before they become bigger problems (Vatamanu & Tofan, 2025; Fan, 2025). On the other hand, the threat to the fundamental principles of democratic control of government - transparency, fairness, and human agency- is the "hard problem" of AI governance (Minkkinen & Mantymaki, 2023; Margetts, 2022). As the use of automated decision-making systems are becoming more driven by autonomy, there is a risk that it will entrench structural inequalities and create "black box" environments in policy making where the algorithmic system logic becomes removed from public oversight (Bullock et al. 2025, Rymon 2025). Furthermore, public attitudes are increasingly characterised by concern and not optimism and create a tension between technocratic efficiency and the democratic legitimacy required for policy acceptance (Akgun & Greenhow, 2021).

Rationale

Despite the speed at which AI governance frameworks have been adopted, from the EU's risk-based AI Act to various "regulatory sandboxes", there is a much-needed lack of synthesised and longitudinal evidence of their political and economic effectiveness. Public opinion is subject to change, but uniform data for assessing changes in public opinion about the legitimacy of particular policies is limited. While the challenges with AI are addressed separately in the existing research, it is necessary to have a holistic understanding of how AI-human collaboration is reshaping the social contract. This systematic review helps address this gap by synthesizing research published from 2018 to 2026 on the possible alignment of governmental models, how they juxtapose technological innovation to societal values and democratic principles. By opening up the intersection of economic management (labor and productivity) and political governance (trust and participation) this study offers an evidenced road map for the algorithmic transformation of the state.

Objectives and Research Questions
The main goal of this review is to assess the current global situation regarding the integration of AI in public policy and its implications in political systems and economic stability. To do so, the study responds to the following research questions:
1. How are governments integrating AI into policy processes (e.g., predictive analytics for economic management, automated decision-making), and what governance frameworks (laws, guidelines, standards) have been established or proposed?
2. What evidence exists on AI’s impacts on employment, productivity, fiscal management and economic inequality, and how are policymakers responding with taxation, social welfare or education policies?
3. How do public perceptions of AI influence policy acceptance and legitimacy, and what mechanisms (public consultations, participatory governance, transparency measures) are being used to align AI development with democratic values and mitigate concerns?
MATERIALS AND METHOD
This is a systematic review using a rigorous methodological approach to bring together the evidence on the nexus of artificial intelligence, public policy, and economic governance. To promote transparency, replicability and reduce selection bias, the study follows the PRISMA 2020 (Preferred Reporting Items for Systematic Reviews and Meta-Analyses) statement (Page et al., 2021). This protocol is a structured approach to identifying, screening and assessing the quality of various sources in the social sciences (Petticrew & Roberts, 2006).

Search Strategy and Sources of Data
A thorough search was conducted in four major academic databases Scopus, Web of Science, JSTOR, and HeinOnline. These platforms were chosen for their overall coverage in the fields of political science, international law and economic theory. The search involved the use of boolean operators to connect various fundamental ideas: ("Artificial Intelligence" OR "Algorithmic Governance") AND ("Public Policy" OR "Economic Management") AND ("Democratic Legitimacy" OR "Public Trust") AND ("Labour Market" OR "Fiscal Policy").
Given that AI governance is a fast-evolving field the search was expanded to grey literature to capture high-level policy frameworks and intergovernmental standards, (Adams et al., 2017). Key sources used were the Organization for Economic Cooperation and Development (OECD) AI Observatory, the Department of Economic and Social Affairs of the United Nations (UN DESA) and the technical reports by the European Commission.

Inclusion Criteria & Exclusion Criteria
To keep the focus on current governance outcomes, the following criteria were used:
Temporal Scope: Articles that were published in the period of time between January 2018 and January 2026, this covers the significant leaps in generative models and state AI integration on a large scale.

Publication Type: Peer-reviewed journal articles, seminal books and high-level policy papers from international organisations.
Content Focus: Sources were expected to assess the governance, ethical, or economic implications of AI instead of only focusing on technical specifications or the performance of the algorithms (Moher et al., 2015).
Language: Only English Language publications were considered so that precision thematic synthesis could be carried out.
Exclusion criteria included papers that focused solely on applications of AI implemented in the private sector without some public policy nexus, and editorial commentaries and anecdotal reports without some clear empirical or theoretical methodology.

Selection and Evaluation of Quality
The process of searches was a three-stage "funnel" approach including identification of articles by database searches (1), screening of title and abstract for thematic relevance (2) and screening of eligibility by full text (3). Each source included was given a quality appraisal, based on methodological rigour, clarity of policy recommendations as well as the strength of its theoretical grounding (in political sciences or economics).

Methods of Data Extraction and Synthesis
Data were extracted and categorised into a matrix that was designed to address the three research questions. Extraction fields included:
Governance Frameworks: Categorized by legal status - specifically, binding laws vs. voluntary guidelines, and administrative level e.g. national vs. supra-national.
Economic Impact: Categorized according to indicators such as labor productivity, fiscal redistribution or economic inequality.
Political Systems: Categorised based on the effects of democracy vs. autocracy in its governance models (Young et al., 2019).
The synthesis applied a narrative and thematic approach which made it possible to comparatively analyse how various political regimes address the economic and social disruptions of AI. This way a high-level combination of quantitative data on productivity and qualitative data on public trust and democratic legitimacy is facilitated.


Table 1: Characteristics of Core Included Studies on AI, Public Policy, and Governance
	Author(s) & Year
	Study Type / Methodology
	Geographic Context
	Primary Policy / Governance Focus
	Key Theoretical Framework / Concept
	Main Findings / Contribution

	Engin et al. (2025)
	Framework Development
	Global (Case studies: Estonia, Singapore, India, UK)
	Digital Public Infrastructure & Service Delivery
	Algorithmic State Architecture (ASA)
	Proposed a 4-layer integration model; found that successful AI transformation requires balanced development across infrastructure and governance layers.

	Farhad (2025)
	Conceptual Analysis
	Global South
	National AI Governance Capacity
	"Passengers in Flight" Metaphor
	Argues Global South countries are currently passive adopters; provides a 3-part framework for building national agency and local AI capacity.

	Herrera et al. (2025)
	Conceptual / Ethics
	Global (Aligned with EU AI Act)
	Institutional Trust & Accountability
	LoBOX (Opacity & eXplainability)
	Reframes opacity as a governable feature rather than a flaw; proposes a 3-stage pathway to manage "irreducible opacity" through role-sensitive explanation.

	Vatamanu & Tofan (2025)
	Empirical (OLS Regression & Factor Analysis)
	European Union (27 Countries)
	Economic Growth & Administrative Efficiency
	DESI-Governance Linkage
	Found a positive correlation between digital public services and governance quality; AI integration significantly improves efficiency but increases cybersecurity risks.

	Busuioc et al. (2023)
	Legal / Theoretical Analysis
	European Union
	Algorithmic Transparency & Accountability
	Contesting Logics of Secrecy
	Challenges the EU AI Act’s shift from "transparency-as-disclosure" to "transparency-as-explanation," arguing this reinforces institutional secrecy.

	Rymon (2025)
	Literature Review
	Western Democracies
	Democratic Representation & Participation
	Architects of Decision Frameworks
	Found that AI transforms representatives from "interpreters of public will" into "architects of automated frameworks," risking democratic alienation.

	Sousa et al. (2025)
	Case Study
	Brazil (Sao Paulo)
	Participatory Governance
	AI-Enhanced Participatory Budgeting
	Demonstrated that AI can reduce participation asymmetries; identified "Pillars of Capacity" (Open Data, Multi-disciplinary teams) as prerequisites.

	Wang (2025)
	Comparative Legal Analysis
	Australia & European Union
	Administrative Law & Procedural Fairness
	XAI as Legal-Technical Solution
	Analyzed the "Robo-debt" failure; argues that embedding XAI in administrative processes is the only way to reconcile automation with the rule of law.

	Popa (2024)
	Case Study / Qualitative
	Netherlands
	Transparency & Public Trust
	Netherlands Algorithm Register
	Evaluated the first national algorithm register; found it essential for "delegation acceptance" (citizen trust in government AI use).

	Young et al. (2019)
	Conceptual / Framework
	United States
	Public Management & Discretion
	"Artificial Discretion"
	Documented the fundamental shift of discretionary power from street-level bureaucrats to system-level algorithmic architectures.



THEORETICAL FOUNDATIONS
AI as General-Purpose Technology and the Bureaucratic Shift
The scholarly understanding of Artificial Intelligence (AI) as a transformative force in the 21st century is based on the classification of AI as a General-Purpose Technology (GPT). Theoretically, a GPT has three fundamental features: pervasiveness, a potential to continuously improve technology, and the ability to catalyse "spillover" innovations throughout an entire economy (Bresnahan & Trajtenberg, 1995). Much like electricity or the steam engine, AI constitutes a basic shift that changes the very sphere that the political and economic actors operate in (Farhad, 2025; Srivastava et al., 2024). In the sphere of political science, this very wide applicability means that AI is not a particular and separate technology for administrative efficiency, but a reorganisation of instrumental state power that will affect problems as diverse as market control, public health, and state security (Srivastava et al, 2024; Yuan et al, 2024).
This shift fundamentally challenges Max Weber's classic view of bureaucracies, that hierarchical expertise and rule-bound human behaviour was the basis for ensuring predictability in a bureaucracy. Contemporary literature suggests that we are having see a migration from Weberian models to Digital Era Governance (DEG), which is a new paradigm meant for the reintegration of state functions around digital/methodological architectures (Dunleavy & Margetts, 2023). Central to this transformation is the transformation of state capacity, or the institutional competences needed to deal with socio-technical change (Sousa et al., 2025). As public administration shifts from Michael Lipsky's (1980) famous model of "street-level bureaucrats", human agents who made use of their own personal discretion to manage citizen interactions, to so-called "system-level bureaucracies", the seat of power moves into the algorithm itself (Young et al. 2019; Bovens & Zouridis 2002).
This transition brings in the theoretical foundation of "Artificial Discretion" (AD). Unlike traditional information technologies, AD systems are given the responsibility to make "nondeterministic" decisions, involving complex moral and social trade-offs (Young et al., 2019). To manage this, researchers propose the Algorithmic State Architecture (ASA) which conceptualises the state as a layered system where the Foundation Layer (infrastructure) and Intelligence Layer (data) have to be harmonised to avoid "implementation bottlenecks" (Engin et al., 2025). Within the debate between Technological Determinism and the Social Construction of Technology, in this review a constructivist perspective is adopted, where it is assumed that the way AI will really affect political system is not inevitable, but mediated by the institutional capacity of the State in embedding democratic values into their digital infrastructure (Minkkinen et al., 2023; Sousa et al., 2025).
Digital Sovereignty and the Governance of Power Imbalances
The spread of algorithmic governance has led to a reconsideration of the role of Digital Sovereignty, an idea that has crept its way out of technical circles to the core of the International Relations (IR) school of thought. Traditionally, sovereignty has been framed in terms of the State’s capability of supreme power (and exercise of sovereignty) in a given bounded space; however, in the age of AI, sovereignty has come to be increasingly dependent on the state's ability to exercise control (and audit) on the data driven systems that mediate social action (Yeung et al., 2019; Pohle & Thiel, 2020). The literature finds the territorial (state) power comes into increasing tension with the transnational (technocratic) power of an "AI Core," the small constellation of nations and corporations that control the key engines of machine learning technology (Farhad, 2025). This dynamic is grounded in a theoretical framework of Dependency Theory in which the metaphor of 'Passengers in Flight' is employed to describe a world where nations in the Global South are seen as passive recipients of technology from abroad, and run the risk of a new type of 'digital colonialism' in which the capacity to govern is effectively outsourced to external actors (Farhad, 2025; Couldry & Mejias, 2019).
A principal pillar of this theoretical discourse has been the asymmetry in the knowledge possessed in an algorithmic system. Frank Pasquale's (2015) seminal study on the "Black Box Society" maintains that opacity within AI is not just a technical byproduct, but actually a political tool that has been used to defend proprietary interests, as well as the state from scrutiny. This opacity causes fundamental epistemic imbalance as the "secret algorithms" that control money, information and rights, are in many cases beyond the reach of traditional oversight mechanisms (Khatun, 2024; Pasquale, 2015). Scholars informed by Foucault's concept of "Biopower" argue that algorithmic governance is a new type of state control, in which populations are governed through a form of predictive data profiling unseen and undebatable by the citizens (Oyebode, 2024; Zuboff, 2019).
The literature goes further to explore a "logic of communication" that has started to take place of the "logic of disclosure" in the global policy (Busuioc et al., 2023). While the traditional theory behind democratic practise emphasises the citizen's "Right to Know," the new architectures such as the EU AI Act promote "Explainable AI" (XAI) as a compromise. However, a strong critical school insists that mediated explanations can become a "transparency sleight-of-hand," for which institutions can conjure up mediated and curated explanations for maintaining that same underlying secrecy of the system (Busuioc et al., 2023). To bridge this gap, the LoBOX (Opacity & eXplainability) governance ethic calls for a shift toward "Role-Sensitive Explainability," reasoning that levels of institutional trust are not a matter of maximum visibility, but of justifiable calibrations that are sensitive to the epistemic authority and moral stakes of different stakeholders (Herrera et al., 2025). Ultimately the theoretical consensus is that democratic legitimacy in an automated age needs more than technical transparency: it calls for the reclaiming of sovereignty through robust and value-based oversight of the algorithm to put the human back at the center of the algorithmic loop (Buijsman, 2024; Sousa et al., 2025).
The Efficiency-Legitimacy Paradox: Redefining the Social Contract
The incorporation of AI into policy processes brings a fundamental tension between the requirements of technocratic efficiency and democratic legitimacy, which could be summed up as the Efficiency-legitimacy Paradox. In the heart of classic social contract theory, as held by such theorists as John Locke and Jean-Jacques Rousseau, is "duty of the state to (provide reason-giving justifications for the exercise of power)." However, one finds from the literature the striving for algorithmic optimization, the striving for maximum speed, accuracy, and resource allocation tend to overlook the deliberative needs of the public sphere (Habermas, 1984; Rymon, 2025). When automated systems are used to make determinations about social eligibility or legal outcomes, the state's capacity to ensure the delivery of outcomes is strengthened, but often at the expense of the state's capacity to justify those outcomes using a transparent and human-centred reasoning system. When automated systems are utilised to make determinations about social eligibility or legal outcomes, the state's capacity to ensure the delivery of those outcomes is often strengthened, but at the expense of the state's capacity to justify those outcomes through a transparent and human-centred reasoning system (Wang, 2025; Busuioc, 2020).
This tension is most visible on the changing nature of political representation. Hannah Pitkin's (1967) seminal work on representation focused on "acting in the interest of the represented" with continued communication and accountability. Contemporary scholarship suggests AI is changing representatives from "interpreters of the public will" to "architects of automated frameworks" (Rymon, 2025). In this model of a technocracy, political deliberation over disputed values, including what constitutes "fairness" in welfare distribution, increasingly becomes a task delegated to the design stage of an algorithm, in which technical parameters are used to substitute for legislative deliberation (Rymon, 2025; Jungherr, 2023). This move runs the risk of 'depoliticization' of governance, in which political decisions are framed as empirical mathematical solutions, this can alienate the citizenry from the democratic process (Morozov, 2013).
Furthermore, the literature shows the essential importance of Procedural Justice to ensure public trust. According to Tom Tyler's (2006) research on legal compliance, citizens accept the decisions of the state not only on the basis of the result, but on the basis of the fairness of the process. Algorithmic "black boxes" challenge this perception by preventing citizens from obtaining their "Right to Explanation" and the capacity to challenge arbitrary or biased outcomes (Wang, 2025; Khatun, 2024). To counter this, the theories about "Empowered Participation" put forward by Archon Fung in 2015 are being given a new lease of life thanks to AI enriched participatory governance. Sousa et al., (2025) prove that when "Agentic AI" is used to facilitate participatory budgeting, it can be a bridge used to reducing asymmetries of power and reinvigorate the social contract. Thus, there is theoretical agreement that, in order for AI to be democratically sustainable, a government must shift beyond "transparency theater" and ensure that algorithmic systems continue to be subject to human-led and value-based supervision (Herrera et al., 2025; Buijsman, 2024).
Global Regulatory Frameworks and the Ethics of Accountability
The global regulatory environment for Artificial Intelligence is currently experiencing a "hardening" process, in that there is a shift from voluntary ethical guidelines to a binding legislative framework. This shift is theoretically based on the requirement for codifying algorithmic accountability in the rule of law. Mark Bovens (2007) describes accountability as a relationship between an actor and a forum, wherein the actor has an obligation to account for his or her behaviour. In the context of AI, the literature shows that there is a global race to establish the "Gold Standard" for this relationship, an effect that Anu Bradford (2020) describes as "Brussels Effect" wherein the European Union's stringent regulatory standards (specifically, the GDPR and the EU AI Act) have effectively become the norm for the rest of world (Cavaliere & Romeo, 2022; Wang, 2025).
One of the most fundamental theoretical pillars of these frameworks is the "Right to Explanation." First popularised as a result of the implementation of GDPR Articles 15 and 22, this is the idea that individuals are entitled to know the logic behind automated decisions affecting their life significantly (Goodman & Flaxman, 2016). International bodies such as the United Nations Educational Scientific and Cultural Organisation (UNESCO) and the Organisation for Economic Cooperation and Development (OECD) have since incorporated this into their principles, and hold that "explicability" is not just a technical characteristic, but rather a necessary requirement for democratic control (Cavaliere & Romeo, 2022; Kamolov et al., 2021). However, the literature warns against a 'risk-based' approach to AI systems classification, which is based on their potentials for harm and may unwittingly lead to a tradeoff between product safety and basic human rights and have 'low-risk' administrative biases fall through the cracks (Busuioc et al., 2023; Babsek et al., 2025).
Practical implementation of these frameworks has resulted in the emergence of "Visibility Mechanisms" to make the state more transparent. Algorithm Registers as evaluated Popa (2024) work as digital ledgers that encourage "delegation acceptance" as the citizens can see exactly which public functions have been automated. Furthermore, the mandatory use of Algorithmic Impact Assessments (AIAs) is an institutionalised attempt to address harms ex-ante and not ex-post (Babsek et al., 2025; Metcalf et al., 2020).
Despite these advancements, there is a very important critical school which argues that the present frameworks suffer from a "logic of mediation." Busuioc et al. (2023) argues that by leaving the explanations given to the public up to software providers, the law may be participating in "Algorithmic Secrecy" under the pretense of transparency. This tension is well demonstrated by a failure case of the Australian "Robo-debt" system in which a lack of procedural fairness and intelligible justifications caused a total breakdown of public trust (Wang, 2025). Importantly, the theoretical consensus would then be that in order for global frameworks to be effective, they must shift away from "transparency theatre" towards a model of "Value-Based Transparency" (Buijsman, 2024), whereby the ethical values of the social contract are hard-coded into the regulatory DNA of the state.

RESULTS AND SYNTHESIS 
The synthesis of the ten core studies identifies a global paradigm shift where Artificial Intelligence has transitioned from a localized administrative tool to the structural "plumbing" of the modern state. The results are categorized into three thematic clusters: structural transformation of state capacity, the economic and sovereignty dividend, and the transparency-legitimacy gap.
Structural Transformation: The ASA and System-Level Discretion (RQ1)
The results show that the incorporation of AI is fundamentally reorganising the architecture of public administration. Engin et al. (2025) goes on to provide the framework-headline-for this change, introducing the Algorithmic State Architecture (ASA): Through a comparative study of Estonia, Singapore, India and the UK, they conclude that successful state transformation is not about high-tech sophistication, but about the balanced development of four inter-dependant layers: Foundation (DPI), Intelligence (Data), Process (Algorithms), and Service (GovTech). Their findings put a stronger emphasis that the failure of the "Foundation Layer" such as fragmented data infrastructure causes systemic bottlenecks which prevents AI's utility at the service level (Engin et al., 2025).
This change in its architecture has had a profound impact in the way in which power is exercised. Young et al. (2019) document the historical migration of discretionary authority which has shifted from "street-level bureaucrats" (human agents) to "system-level bureaucracies" (algorithmic frameworks). They point to this as "Artificial Discretion" (AD) in which machine-learning systems are increasingly asked to make "nondeterministic" decisions - such as predicting recidivism or adjudicating welfare - involving complex societal contingencies long reserved for human judgement. This shift is backed up by Sousa et al (2025) who identify "analytical capacity" as being the new frontier of state growth. Their case study of Sao Paulo has shown that in order for AI to work in governance, the state must have certain "Pillars of Capacity," such as open data ecosystems and multidisciplinary teams that are able to mediate between the code and the citizen (Sousa et al., 2025; Young et al., 2019).

The Economic and Sovereignty Dividend (RQ2)
The empirical results demonstrated a measurable correlation between integration of AI and performance of governments, with numerous caveats that have to do with geopolitical interests. Vatamanu & Tofan (2025) use an OLS regression analysis on 27 EU countries to establish a positive relationship between digital public services and quality of governance. Their data indicates that applications powered by AI enhance operational effectiveness and economic resilience in a big way, and enable the state to sustain a high "Good Governance Status" (GGOV) even in times of crisis, such as the Covid-19 pandemic. However, they also discover that such efficiency gain is associated with new "vulnerabilities", in particular, in terms of cybersecurity and potentially data-centric cognitive biases (Vatamanu & Tofan, 2025).
In terms of the International Relations implications, the results reveal a harsh "Digital Sovereignty" divide. Farhad (2025) proposes the "Passengers in Flight" metaphor to explain the status of the nations of the Global South. His analysis shows that although the "AI Core" (USA, China, EU) dominates technological development, the Global South still plays the role of passive player, with the risk of falling into a state of "Digital Dependency". The review concludes that in the absence of the local capacity to audit or localise foreign algorithms, emerging economies outsource their governance capacity to external technocratic elites. Farhad (2025) concludes that the building of national agency requires a shift toward "AI Localization," whereby states are granted the capacity to direct the outcomes of AI in line with obviously cultural and social goals instead of simply having to follow foreign norms.

The Transparency-Legitimacy Gap: Secrecy vs. Explainability (RQ3)
The last of the thematic clusters signals the presence of a significant tension between the pace of adoption of AI, and democratic legitimacy. Busuioc et al. (2023) critique normative assumptions of the EU AI Act, which switches on legislation from strategies of "transparency-as-disclosure" to "transparency-as-explanation," and functions as an "ersatz" for actual accountability. They find that mediated explanations often function as a "secrecy shield" for providers, by which they are able to curate narratives that conceal algorithmic biases and accountability gaps. This "logic of secrecy" is singled out as a major cause of public concern (Busuioc et al., 2023).
In order to mitigate this issue, Herrera et al. (2025) propose a new framework; LoBOX, which stands for Opacity & eXplainability. They find that trust is not a function, that you need to make everything transparent, but that you need to provide "Role-Sensitive Explainability". Their results are that different stakeholders from expert auditors using technical "RED XAI" to lay citizens requiring ethical "BLUE XAI", demand different levels of justification. This is shown in the findings published by Popa (2024), who reviewed the Algorithm Register of the Netherlands: Popa discovered that such "visibility mechanisms" are crucial in enabling "delegation acceptance," i.e. that citizens are allowed to understand and contest the state's use of AI in order to rebuild citizen trust following such high-profile AI failures as the "Robo-debt" scandal in the Australian context examined by Wang (2025).
Ultimately, the synthesis of the resulting results make a case that these results suggest AI is transforming political representation itself. Rymon (2025) finds that AI makes representatives "architects of automated frameworks," in which the goal is to stop focusing on interpreting the public will and begin focusing on setting technical parameters to optimise. Without inculcating "Value-Based Transparency" (Buijsman, 2024) and legal-technical review protocols (Wang, 2025) into the ASA, the review concludes AI risks creating a "crisis of legitimacy" that could alienate the citizenry from the democratic process (Rymon, 2025; Popa, 2024).

DISCUSSION
The Weberian Crisis and the Reconfiguration of Representation
The results of this systematic review suggest that the "Algorithmic State" is not simply an efficient re-presentation of the traditional state, but a departure from the Weberian model of bureaucracy, in a fundamental way. Max Weber's classical bureaucracy was based upon a hierarchy of human experts who were bound by stable rules in writing to ensure predictable outcomes. However, the move towards "Artificial Discretion" (Young et al., 2019) and the "Algorithmic State Architecture" (ASA) (Engin et al., 2025) present a certain level of complexity and non-deterministic logic, which the established institutional frameworks are inadequately equipped to control. When the discretionary power shifts from the "street-level bureaucrats" described by Michael Lipsky to the system level architectures, the "human interface" of the State is replaced by an automated process. This transition risks a terminal breakdown in Procedural Justice; as has been seen in the 'Robo-debt' case, according to Wang (2025), the losing of human contextual judgment often leads to systemic violations of the 'Right to be Heard' which is a cornerstone of Administrative Law.
This structural transformation has huge implications for the theory of Political Representation. Traditionally, as Hannah Pitkin (1967) argued, representatives are expected to act in a manner that is responsive to the will of the public through continuous deliberation. The findings from Rymon (2025), however, suggest the introduction of AI forcing a "technocratic pivot" in that the representatives are no longer interpreters of the public discourse but "architects of automated frameworks." In this new reality, the most important political decisions, such as determining the parameters of "fairness" in a welfare algorithm, are determined during the technical design phase (the Intelligence and Process layers of the ASA), remote from public debate, or legislative oversight. This shift is jeopardizing the "depoliticization" of policy in which fought-about social values are rendered into pseudo-objective mathematical optimizations, which may alienate the citizenry from the democratic process.
In order to mitigate this alienation, the success of Algorithm Registers (Popa, 2024) and participatory AI models (Sousa et al., 2025) indicates that the state needs to move towards a model of "Empowered Transparency." The "Efficiency-Legitimacy Paradox" can only be solved if the 25% efficiency gains that automated systems identify are countered by a new kind of "Role-Sensitive Explainability" (Herrera et al., 2025). This means that the state needs to stop seeing transparency not as a "technical disclosure" but as a "political justification". As Busuioc et al. (2023) caution, if the structure of transparency continues to be maintained as a curated story controlled by software providers, then transparency will continue to act as a "logic of secrecy" which gags accountability. Therefore, the first step in reclaiming the social contract is to make sure that the ASA is developed on a foundation of Value-Based Transparency (Buijsman, 2024) in which each algorithmic decision should be traceable back to the democratic values it was designed to serve.
Digital Sovereignty and the New Social Contract
In the international context, the findings call for a radical revision of the theory of Digital Sovereignty and International Relations (IR). That the "General Purpose" nature of AI may mean that state power is no longer defined around territorial integrity and military strength, but rather around the status of a nation within the global algorithmic hierarchy. The "Passengers in Flight" metaphor (Farhad, 2025) offers a great theoretical lens to understand the actual state of the world today: while the "AI Core" (USA, China, EU) leads the way shaping the regulatory and technical norms the rest of the world "AI Travelers in Flight" (Global South) is in the state of "Digital Dependency." From a political science point of view, this is part of a modern version of Dependency Theory where the Global South is supplying the "data raw materials" for AI models developed in the North, but then renting out the governance tools that are developed. This cycle in effect outsources nation state capacity for governance to foreign technocratic elites putting at risk the very essence of digital sovereignty in the process.
This global asymmetry is directly related to the role of the state Economic Management. The empirical evidence of Vatamanu & Tofan (2025) proves the fact that digital public services are a main driver of the quality of governance and economic resilience. However, if the "AI dividend" is only available to those states that have high foundational capacity (the Foundation Layer of the ASA), then AI integration can potentially increase the global achievement gap. For emerging economies, it is necessary to change the discourse from "adopting" AI to "AI Localization" (Farhad, 2025). This includes developing the local institutional capacity to audit and govern algorithms towards a specific set of cultural and fiscal needs, such as the participatory budgeting success in Sao Paulo (Sousa et al., 2025). Without this capacity, the state runs the risk to become merely a "hollow out ship" of a proprietary foreign logic.
Finally, the emergence of a "New Social Contract" for the algorithmic age needs to be discussed. The move to governance at the system levels rests on the need for a new distributive logic. If AI-driven "Artificial Discretion" (Young et al., 2019) diminishes the needs for middle management and clerical labour, the state will need to find new means to legitimise its power and transfer the wealth produced by automation. The move towards a LoBOX governance (Herrera et al. 2025), which accepts that some opacity is possible, but requires that it is "bounded" and "governed" constitutes a rational shift in the political ethics. In a complex sociotechnical world, it recognises that trust cannot be grounded on "total understanding" but must be grounded on Institutional Credibility. The conclusion of this review is that the algorithmic state is only sustainable if there is a move away from "technocratic secrecy" and towards Algorithmic Justice, laying the foundation and ensuring that the state remains a supportive, equitable and transparent facilitator of human rights (Wang, 2025; Oyebode, 2024).

CONCLUSION 
This systematic review has examined the sheer re-organisation of public policy, economic management, and political systems induced by Artificial Intelligence (AI) between 2018 and 2026. The evidence shows that as General-Purpose Technology (GPT), AI is not just an administrative upgrade but the basic re-structuring of state capacity. The shift from "street-level" to "system-level" bureaucracies (Young et al., 2019) has enabled the states to become more efficient than ever, through "Artificial Discretion", however the move has also given birth to the Efficiency-Legitimacy Paradox. While AI-powered architectures such as the ASA (Engin et al., 2025) strengthen the state's capacity to address the economy prospectively and provide service, they are susceptible to terminal demotivation of public trust if algorithmic logic is ever to be exposed from the ilk of a blacked-out box that is disconnected from the democratic social contract.
Furthermore, the review draws attention to the fact that Digital Sovereignty is the new frontier of International Relations. The metaphor of the "Passengers in Flight" (Farhad, 2025) illustrates and warns that in the absence of the development of local governance capacity, there is a situation of digital dependency where the Global South is essentially out-sourcing its sovereign discretion in favour of a transnational technocratic elite. Resolving these tensions requires a shift towards Algorithmic Justice where transparency is reclaimed from individualized corporate narratives and grounded in institutional accountability and procedural fairness (Busuioc et al., 2023; Wang, 2025).

POLICY RECOMMENDATIONS 
To ensure that the algorithmic state remains a supportive and equitable facilitator of human rights the following recommendations are proposed:
1. Mandatory Algorithmic Accountability: Frequently, governments have adopted voluntary guidelines instead of binding legislative frameworks that mandate Algorithmic Impact Assessments (AIAs) and external audits for all "high-stakes" public sector systems (Babsek et al., 2025; Wang, 2025). 
2. Institutionalize Visibility: In order to reestablish the democratic legitimacy of the state, the states should have Public Algorithm Registers (Popa, 2024), and incorporate "Role-Sensitive Explainability" (Herrera et al., 2025) in explaining the justifications for automatically adopted decisions in ways intelligible to lay citizens. 
3. Promoting AI localization: In order to promote AI localization, policy must prioritise efforts to build local institutional capacity to audit and guide the design and development of foreign-built systems, so that the outcomes of AI systems are aligned with the social and cultural values of the nation (Farhad, 2025; Sousa et al., 2025). 
4. Value-Based Governance: Regulatory frameworks should have a priority on "Value-Based Transparency" (Buijsman, 2024) where technical declaration of an algorithm is tied explicitly to the ethical foundations of the social contract to achieve the "Human-in-the-loop" model of governing.

Disclaimer (Artificial intelligence)
Author(s) hereby declare that NO generative AI technologies such as Large Language Models (ChatGPT, COPILOT, etc.) and text-to-image generators have been used during the writing or editing of this manuscript. 
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