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OpenAl’s nonprofit play
just changed the Al
power balance

Article

The news: ChatGPT-maker OpenAl reversed its plan to convert to a for-profit model,
ensuring its nonprofit arm retains control. The business division is transitioning to a public
benefit corporation (PBC), with the nonprofit as majority shareholder, per CNBC.

The company said it made the decision after discussion with California and Delaware
attorneys general, but it could also be a result of pressure from civic leaders and critics like

= ‘ EMARKETER Copyright © 2025, EMARKETER Inc. All rights reserved. Page 1


https://content-na1.emarketer.com/openai-s-transformative-2024--nonprofit-roots-big-tech-contender

Elon Musk, who sued OpenAl for straying from its mission.

Why this happened: Ex-OpenAl staff, Nobel laureates, and advocacy groups pushed state
AGs to block the restructuring, citing safety risks. OpenAl’s reversal indicates a renewed

commitment to its roots in ethical Al development.

“From a governance standpoint, the mission comes first, because the fiduciary duty of the
not-for-profit board is exclusive to that mission,” said Bret Taylor, OpenAl’s board chairman.

The decision insulates OpenAl from legal oversight and regulation aimed at for-profit
competitors like Meta, Google, and Anthropic. Other benefits of nonprofit status include:

" Regulatory alignment. Avoids conflicts with state attorneys general in California and
Delaware.

* Mission preservation. Ensures Al development remains tied to public benefit, not just profit.

" Investor confidence. Maintains trust with partners like Microsoft while allowing fundraising.

More importantly, investor pressure for fast profits may ease, allowing OpenAl to prioritize
ethical, safety-focused Al development at a time when the quality of Al seems to be declining.

Key advantages of staying a nonprofit: For-profit rivals now face sharper scrutiny over
ethics vs. revenue priorities.
" Pure-profit Al firms risk stricter oversight as OpenAl sets an “ethical Al” benchmark.

* Enterprises may favor OpenAl for sensitive sectors (healthcare, finance) due to its nonprofit
governance.

" Leading Al researchers often prefer ethical frameworks over unchecked commercialization.

Our take: OpenAl’s reversal solidifies its position as the industry’s ethical standard-bearer. As
Al quality declines, OpenAl’'s commitment to safety-first development could become its
ultimate competitive advantage.
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