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INTRODUCTION  

What caught my attention while reading an article published in the Journal of 

Management Studies last year was how the authors concluded in their paper that "We 

propose that not all types of bias are robust across all kinds of decision processes, but 

rather, the presence of these biases is selective and depends on the specific processes 

that decision-makers engage in." It was simply amazing how people's judgments and 

decisions could be affected not just by generals or their views but also by the very 

structures of a decision-making context. 

This reading made me conscious that it is very important for managers, especially 

strategic managers, to notice these biases, to be able to realize when they have taken 

place and how they have influenced one's judgment processes. In strategic 

management decision-making, the managers are influenced by their operation in a 

myriad of ways, to many extents, without being conscious of it on the part of the 

managers themselves. During strategic decision-making, there are special, extremely 

important roles that cognitive biases play in the company, as such biases may 

significantly shape its future either towards the strategic achievement of goals or 

downwards deporting. That is why the means for overcoming these biases today 

become a high-priority issue for managers. In this paper, I attempt to give a brief 

overview of how the main ideas of behavioral economics as core theory might be 

integrated into the conceptual framework of modern strategic management studies. 

The approach is based on recognizing the crucial role that cognitive biases play in 

determining human behavior and choice. Behavioral economics is one of the powerful 

idea systems; it provides insight into what does not work well when people make 

decisions, or what should be considered to optimize the process. Besides, this kind of 

thinking gets much closer to reality in practice, as it is not abstract, like traditional 

economics used to be, and aims to reveal and understand how the world works by 

taking a further proactive step of directing it in the desired direction through gradual 

change and one step at a time. These biases become nothing less than huge human 

interference and shortfalls that need management when understanding contextually, 

affecting particular processes. Presumably, with respect to the development of a human 

being into a competent and wise manager of the future, one cannot simply ignore all 

observations touching on cognitive biases anchoring, framing, and overconfidence 
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within the managerial course of action, and the consequences for organizational 

performance as well as competence. 

The study is motivated by the need for further exploration that shall consider the need 

to develop behavioral niches and more effective forms in conjunction with traditional 

strategic management schemes. The present thesis critically evaluates an issue of a 

frequently ignored nature to reveal and imitate the impact of cognitive biases on 

managerial decision-making in trying to achieve the positive within the context of the 

modern competitive environment of firms. From this thesis, the following questions 

will be raised: To what degree does the rationality paradox of behavioral economists 

lead to erroneous judgment, preference, and behavior in organizational strategic 

decision-making? In the future, will behavioral economics also have as many new 

models as possible of mental processes that may apply to management and 

organization, much like the sufficiency and existence theory does to an individual's 

health and survival, if any mechanism therein? Can behavioral economics give new 

insights into organizational dynamics, working from the slipping perspective of effects 

on corporate culture? This consideration, within a constantly changing and 

interdependent business environment, aims to target the relevance of the discussion on 

the incorporation of behavioral insights into strategic management and the attendant 

development and prospects of this field of studies. 

Which psychological factors of the strategic decision-making process are the most 

important that managers refer to, and which have a direct influence on the decisions 

they make? 

How can these psychological biases be so significant to make such a difference in the 

decisions made by organizations about their resource allocation, areas such as risk 

management, and strategic competitive positioning? 

What are the social factors that relate to corporate culture and decision-making 

structures that can mitigate or perpetuate these cognitive biases? 

This is crucially important research in that it serves as the channel through which 

behavioral economics and strategic management will be reconciled and, accordingly, 

scholars and policymakers could have something to learn from. One of the ideas that 

may interest future research on behavioral economics is a combination of two 

headlines: (1) What are some of the key limiting issues brought about by behavioral 

economics to organizational strategists? and (2) How can you address those using the 

same approach? The authors of the problem at hand are right when they suggest that 
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the emergence of such a new discipline can lead to the development of multiple e-

words as a natural part of human evolution. This is an area where empirical studies 

integrating the issue of cognition with mechanisms of evolution should be fostered. 

Addressing it is complex. 

By researching the role of cognitive biases within the decision-making process, 

organizations can create more reliable debiasing strategies and enhance their skills in 

managerial decision-making; consequently, they will be successful in the competitive 

arena of business. Organizations all over the world are searching for effective 

managerial decision-making practices as a source of competitive advantage. These will 

in turn enable these organizations to come up with appropriate interventions that may 

be targeted to counteract such biases to improve their judgments. To put it differently, 

the role of cognitive biases in organizational decision-making is one of the most critical 

areas of research with considerable practical implications. A framework on cognitive 

biases in decision-making, as illustrated in this article, enables targeting of 

interventions in particular areas and improving general decision-making in 

organizations. Such a development would be a great opportunity to further develop 

theoretical constructs in the area of behavioral economics and put them into practical 

use. Therefore, by doing away with such distortions and by implementing strategies 

based on sound systematic reasoning, organizations can become proficient in decision-

making and as mentioned, perhaps leaders in Asia, Europe, and America. 
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Chapter 1: Overview and Context Analysis 

1.1 Introduction 

 

Behavioral economics has changed our view of the decision-making process, 

uncovering the major role played by cognitive biases and heuristics. These discoveries 

defy the old thinking in the financial sector that traders are acting on a rational basis, 

instead bringing to light a complex game of emotions and factors that determine the 

direction of the company. Controlled by strategic management, which is frequently 

working in changeable and not very clear fields, the focus is on the analysis of a large 

amount of data, forecasting future circumstances, and making deciding moves that 

bring about the company's future direction. Still, the very models of economics tell us 

that businessmen use cold reasoning to get more money, though many cases of 

irrational decision-making have been observed as shown by plenty of studies and 

evidence e.g., overconfidence, anchoring, and loss aversion (Tversky & Kahneman, 

1974; Kahneman, 2011). 

 

Overconfident behavior has the effect of overrating the assessors' abilities or the 

accuracy of the information the one got or has, these cases might lead to the setting of 

too high goals and the lack of proper risk assessment (Moore & Healy, 2008). The bias 

of anchoring is the misperception of previous pieces of data that led to the strong 

adherence of managers to the original plans devised despite the evident information 

suggesting the opposite to be the case (Tversky & Kahneman, 1974). Loss aversion is 

yet another cognitive bias discovered by researchers Kahneman and Tversky that 

portrays people's preference to avoid losses over procuring equivalent gains. Hence, 

when the concrete example is strategic decision-making contexts, people tend to be 

more risk-averse (Kahneman & Tversky, 1979). 

 

Accordingly, the objective of this paper is to investigate the inclusion of behavioral 

economics in strategic management. Special attention will be paid to the issue of 

cognitive biases in the decision-making process. The study will look at the 

shortcomings of these biases in focus and try to generate ideas about working around 

them. Specifically, reducing the negative impact of some cognitive biases on strategic 
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decision quality is a critical step toward the organization's growth and competitive 

edge. 

Furthermore, the integration of behavioral insights into strategic management is not 

just limited to a single decision-making process but it has far-reaching implications. 

Implementing the principles of behavioral economics creates a dynamic-driven 

culture, organizational framework, and a whole establishment where every decision-

making model will consider the fundamental laws of human behavior and decision-

making drive. For instance, the redesigning of the process of decision-making by 

recognizing that checks-and-balances in choice processes like the utilization of 

decision-making checklists, pre-mortem analyses of failures, etc. can diminish the 

influence of biases, resulting in more reliable decisions that will rule in organizations. 

Also, the improvement of a culture where thinking critically and being ready to 

question cherished beliefs can help organizations diminish the effects of this 

“confirmation bias” ultimately improving the quality of the challenges posed by the 

theory. 

The relationship between behavioral economics and strategic management is one of 

the most interesting and innovative areas of study today. The failures of strategic 

management can no longer afford the luxury of wrong decisions in organizational 

settings, and therefore the identification of people’s attitudes and behaviors within 

decision-making processes is not just a pertinent but an important factor. By 

understanding and utilizing these insights about how people think, feel, and behave, 

firms could not only make the best choices for now but could also lay the necessary 

foundations for effective resistance in the future. This study enhances the new body of 

knowledge on cognitive biases that can be avoided or controlled while making 

decisions thus providing a complete path for working out the rigorous machinations of 

decision-making that may encounter future threats to conventional strategic 

management approaches and unpredictable scenarios. 
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1.2 Background and Motivation 

This theory points to the idea that individuals and firms make their decisions purposely 

to maximize utility, but Herbert Simon noted that a similar term put forward that the 

premise of the traditional economic model is rational and objective decision-making 

which does not necessarily reflect the real world as it was observed. Other thinkers 

like behavior economists have adopted behavioral economics as a relevant field by 

proving through studies that decision-makers are mostly affected by some cognitive 

biases and heuristics thus making them behave irrationally in a systematic manner. 

This thesis contradicts the assumptions that the conventional economic models fall as 

false thus providing a more elaborate view of the human decision-making process 

where psychological issues are evident. 

Strategic management is the midst of a whole organization process that needs high 

mental capacity, but a lot of cognitive biases can completely change the landscape of 

this world. One of the examples of this is the “Duplication Bias”, where executives 

overrate their skills and the capabilities of new projects and this leads them to agree to 

risks that in the end, are beyond the limits of expenses of the system with potential 

disastrous implications for the body. 

Anchoring bias, which is quite common can lead the managers in the anchor decision-

making and thus their future decisions are dependent moron the first estimates this can 

bring the organization to disastrous decisions. The combination of being human and 

therefore susceptible to cognitive biases can make it hard for executives to extract the 

optimal from the available data and make relevant decisions. 

As much as these biases have the potential to dictate the way that a person thinks, 

confirmation bias inculcates something in the mind that blends into the thought 

patterns making the results of that thought the ground base for their decisions hence if, 

for example, a business development does yield good results they assume that it is the 

only and effective means of achieving their goals thus overlooking if need be other 

techniques and alternative means of accomplishing the same (Nickerson, 1998). 

Kahneman and Tversky (1979) meeting of professionals in economics have converged 

on the idea of “Loss Aversion” and brought quotes that explain how in making 

decisions people will be more sensitive to losses than the chances of winning hence if 

all other things remain equal people will refuse to make such decisions as this. Using 

the availability issues in these contexts reflect how the managers are influenced when 
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making decisions where well-analyzed information must be obtained, the perception 

of losses which is based on regret can overwhelm the generation of a candid decision. 

The motivation that led the authors to investigate the current subject of study was to 

find the synapse at which behavioral economics and strategic management 

interconnect. Although there is an ample amount of research on cognitive biases and 

how they manifest in the individual’s decision-making history, there exist literature 

gaps at the intersections of a considerable tendency in cognitive aspects in individual 

decisions within the discipline of strategic management. This work aims to contribute 

to filling these gaps. The purposes are to provide an extensive understanding of the 

influence of cognitive biases on strategic decision-making processes, and on this basis, 

to present a set of practical recommendations aimed at minimizing the influence of 

these biases. 

By adopting the difficult concepts of behavioral economics in the realm of strategic 

management, organizations can gain a deeper understanding of the complex and 

convoluted nature of decision-making. These insights enhance not only the 

rigorousness of strategic business decisions but also assist in improving organizational 

policies and practices encompassing the various strata of enterprise charters and 

quality policies. Moreover, improving the understanding of cognitive biases among 

managers and decision-makers may result in the use of a list of debiasing techniques 

such as pre-mortem analysis or red-teaming that can help unveil difficult assumptions 

or restricted perspectives and minimize the level of the impact that cognitive biases 

can have on the final results of decisions. From an empirically based approach such as 

the one depicted in this research, debiasing strategies such as those propagated by 

Klein (2007) will help to improve the overall quality of strategic management 

decisions. 

To conclude, it is possible to say that this research is a significant contribution to the 

fast-emerging and developing field of behavioral strategy that focuses on cognitive 

biases and their consequences in the area of strategic management. By bringing 

together the two previously separated fields of behavioral economics and strategic 

management research, an extensive investigation aimed at understanding the cognitive 

and contextual issues that affect strategizing and decision-making in organizations has 

been conducted. 

This thesis also provides valuable insights and recommendations that can guide 

practitioners and future scholars on their path to an even better understanding of the 
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aspects associated with strategic management and effective use of cognitive and 

behavioral insights in this area, which are expected to result in even more effective 

strategic management practices, thus increasing the level of competitiveness and 

positioning of organizations in the highly competitive markets. The selected 

methodology of the study was prejudicial, and it has enabled the declarative records 

of biases in the process of doing research and interviews with various informants to 

induce deep and valuable ways of influence that cognitive biases have on decision-

making, thus obtaining a genuine first-hand understanding of all the facts and possible 

ramifications and drawing valuable outcomes from this study. 

 

 

 

 

 

1.3 Research Objectives 

This research work seeks to achieve the following goals with great insightful ideas and 

conclusions that come along with it: 

1. Identify Common Decision-Making Puzzles: The initial aim is to methodically 

pinpoint the mind puzzles and decision-making errors that are likely to affect managers 

in the context of strategic leadership. The significance of cognitive flaws like 

overconfidence, fixation on certain ideas, the selective search for information, and 

aversion to losses is explicitly discussed in many publications in the behavioral 

economics domain (Tversky & Kahneman, 1974; Kahneman, 2011). Such flaws can 

severely prevent the decision-making process by making it unwise leading to negative 

impacts on the organizations. Therefore, it is important to become conscious of the 

constant presence of these thought processes and their influence over decision-making 

in organizations. The only way to succeed in future endeavors is to learn from our 

mistakes and turn them into international business possibilities. 

2. Deconstruct Biases and Their Consequences: The second goal of the paper is trying 

to study how cognitive biases affect both the processes and the results of the strategic 

planning. In order to do that, in this research is used information from either the 

quantitative or qualitative sides to obtain a complete view of the different dimensions 

of decision-making mistakes. For example, qualitative approaches might include, case 

studies and interviews, to get thorough insights into the underlying mechanisms of the 
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decisions, while quantitative methods might use statistical techniques to find out 

whether cognitive biases have an impact on decision outcomes under specific 

conditions (Yin, 2018). 

Through exhaustive research and contemplating the results and effects of cognitive 

errors in decision-making, organizations may gain a deeper understanding of their 

behavior, which will help them improve their decision-making processes. The delivery 

of focused and data-driven obstructions into cognitive errors regarding decision-

making processes can play a critical role in making organizations and managers aware 

of improper thinking and making accurate judgments for better outcomes. 

3. Practical Strategies for Progress: The third goal is to develop and promote strategies 

and actions that will mitigate the negative effects of cognitive mistakes during strategy 

formulation and decision-making. The different approaches and concepts comprise, 

for instance, incorporating a plan for decision-making, reviewing the entire decision-

making process afterward (Klein, 2007), and creating organizational frameworks that 

support critical thinking while also challenging biased assumptions and beliefs 

(Nickerson, 1998). 

So doing this is aimed at enhancing managerial policy-making processes in 

organizations through decreased impact of these fallacies. The research work seeks to 

provide organizations simple mitigation interventions, with the view of establishing a 

culture that ensures appropriate decision-making based on proper reasoning in order 

to improve efficiency and overall competence among businesses. 

4. Case Studies and Real-World Applications: The last objective is to implement real-

world case studies and manager interviews in order to mimic and explain the three 

mitigating techniques. Real-life cases usually reveal both the behavioral economics 

principles applied in practice and the reasons why behavioral insights are effective in 

strategic management. 

In addition, some of these case studies can validate the theoretical findings of the study 

and give practical recommendations for practitioners in this field. 

By achieving these research objectives, the researcher hopes to bridge the gap between 

the theoretical and practical aspects of strategic decision-making. It helps to explicitly 

move the concepts from behavioral economics into the strategic management context, 

sharing the desired value and principles inherent in this field. This interdisciplinary 

approach will help improve understanding of how different decisions are made at 

different levels of management and create opportunities for improving organizational 
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performance and efficiency and can help a company gain competitive advantages over 

others. 

 

 

 

 

 

1.4 Significance of the Study 

The practice of consistently applying notions of behavioral economics concerning 

strategic management has substantial consequences in terms of its contribution to 

enhancing and deepening theoretical knowledge and the practical aspects of decision-

making process. The upshot of the present study has been an absolute breakthrough in 

a still young field of behavioral economics as it provides extending all the principal 

ideas and conclusions of this powerful theory into a space of strategic management. It 

refutes a dominant trend in the theory speaking about the rationality and utility 

maximization as the way of decision-making, basing an argument for a more complex 

explanation that truly signifies a psychologically driven way of the managerial 

decision-making process including a several amount of cognitive biases (Kahneman 

&amp; Tversky, 1979; Thaler &amp; Sunstein, 2008). This exceptional theoretical 

contribution generally expands our vision of how those processes of strategic decision-

making actually function, particularly emphasizing how individuals can behave in 

ways that ultimately violate the reasonable choice models due to their observation of 

psychological factors. 

From the practical side, the analysis of the findings obtained in this research study 

actually proves to have the prospects that can change the organization process of 

decision-making forever. Within the contemporary setting of the business environment 

characterized by its complexity and instability, the ability of managers to make 

effective strategic decisions has become a guaranteeing factor for a successful 

performance of an organization (Bazerman &amp; Moore, 2012). 

Therefore, in having presented major cognitive biases such as overconfidence 

anchoring and loss aversion, this study equips managers with the knowledge necessary 

to recognize and mitigate these biases. This degree of self-consciousness enables a 

transition to a more rational and deliberative decision-making process accomplished 

by behavioral characteristics, which positively influences strategic results as well as 



pg. 15 
 

the general efficiency and consistency of a corporation’s strategic agenda. More 

unequivocally, the results of this research highlight the fact that even though decision-

making is based on a high level of objectivity and deliberation, in that regard, the 

personal nature of human beings should be taken into account as the essence influences 

the process behavior. Therefore, the fact has been developed discovering of various 

spheres related to cognitive psychology as well as behavioral economics seems to be 

incomparably worth exploring not only for an academic community but also for 

practitioners in business and management fields. 

Moreover, this remarkable study does not merely confine itself to identifying subtle 

cognitive biases within human thinking processes but sets forth practical and 

actionable recommendations that are tailor-made to counteract the previously said 

biases. These solutions, comprising of the implementation of strong decision-making 

protocols as well as stimulating an organizational culture that encourages rigorous 

analytical thinking and stimulates questioning of established beliefs, are likely to 

elevate any managerial training or development initiative or any decision-making 

programs or organizational policies (Ariely, 2008). 

In particular, these strategies could be incorporated into various aspects of 

management training, decision-making processes, and organizational frameworks. So, 

accurate application of such customized suggestions would enable companies to 

explicitly take into account the shortcomings accompanied by cognitive biases and 

prevent their effect on present and future strategic actions, and therefore effective 

management of the organization and achievement of excellent performance standards. 

In conclusion, this complete research is an important connection between behavioral 

economics and strategic management. It provides precious insights and sound 

empirical evidence on the delicate nature and influence of cognitive biases on 

managerial decision-making processes. The piece quite challenges the outdated 

notions as well as delivers some practical recommendations to foster deliberate 

blindness and influence management decision-making practices. 

Accordingly, it is highly recommended for both the academic community and 

practitioners engaged with the discipline as it is remarkably relevant at this time when 

prevailing market conditions require adaptive and strategic management. Ultimately, 

this research project aspires to boost the success ratio of the business decisions that are 

adopted by organizations, and therefore to optimize their potential to successfully 

master the intricacies of the current business landscape. The strong message of the 
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piece is the essentiality of understanding that strategy must be rooted in real human 

behavior, deliberation, and choice at a time when environmental conditions become 

increasingly vague. Furthermore, it makes a compelling case to marry the knowledge 

of human motivations and flaws with strategy, thus holding the promise of deepening 

the enlightenment but also the efficiency of decision-making concerning strategy 

development 
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Chapter 2 - Heuristics and the Major Biases 

 

2.1 Behavioral Economics: Cognitive Biases and Heuristics 

As a whole, behavioral economics is an independently recognized concept that 

manipulates these various features of respective fields to provide an integrative 

understanding of human behavior while making decisions. Being a branch of 

economics, it basically views a phenomenon not only from an economic but also from 

a psychological perspective. The traditionally held notion that you are economically 

rational is based upon the presumption that all human beings in general minimize 

marginal cost given available, dependable maximum useful information this is not so. 

In contrast to this prominent socio-economic assumption and based on psychological 

assumptions, behavioral economics justifies that people's decisions arise from specific 

cognitive biases and heuristics including not only but also other external and internal 

influences while making the decisions. Due to the various psychological factors and 

incomplete knowledge, this may lead to some ineffective people's decision-making 

processes and some findings of other economic theories. 

Cognitive biases are errors in judgment or systematic deviations from rationality, the 

basis of individuals' judgments and choices. One of the most documented cognitive 

disorders is overconfidence bias, where individuals believe that they are far more 

talented, or their information is generally much more accurate than it really is. This 

will lead to the imposition of targets probably overestimated with generally inferior 

risk assessment and strategies to minimize personal loss. One can also try to evaluate 

the situation as much as possible due to overestimation dependence regarding one's 

knowledge. 

However, the anchoring-and-adjustment strategy seems to work in a different approach 

where the first input of information seems to anchor what is then to be thought of as 

acquired through this process of targeting or assessment (Tversky and Kahneman, 

1974). The only issue with this type of thinking is that perhaps it may be so 

demonstrative to the evidence first seen in the making of that decision and become 

inflated leaving the rest of the sources and information that follow not to meet 

expectations. Questions of beliefs are confirmed by the people who accept them 

because their burning desire is to seek, understand, and get the evidence that cannot be 
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sorted between the beliefs; moreover, the evidence of the contrary is denied completely 

(Nickerson, 1998). 

Instinctively, it is human nature to understand that the logic is highly unlikely asking 

the question of whether this is the case as opposed to likely not the result. Finally, 

another important principle is provided by Kahneman & Tversky in their study from 

1979. It observes that the hate of losing something rather than gaining by an equivalent 

measure may finally lead to overly conservative measures in choosing regarding 

associated risks. One should, therefore, be unkeen to accept a certain loss to avoid an 

equivalent gain if one has not acquired the gain scheduled to be lost. The principle can 

then cause individual paralysis where one is unable to make up their mind due to over-

control of the financial framework. Heuristics are referred to the fact that some simple, 

yet powerful rules shall be involved which either taught or inherently are in the human 

mind and encoded through the environment. 

Generalizations are supposed to represent the basic level for individual decision-

making, forming a judgment, or resolving an issue through the working of the human 

system. 

In particular, heuristics can be applied whenever an individual faces a hard course of 

action in a case where either the available information or the concepts being handled 

are incomplete in one or another. These are cognitive shortcuts that prove to be highly 

advantageous even though they may result in humans coming up with unfounded 

beliefs. For example, one heuristic bias, known as the availability heuristic, convinces 

humans to depend on whatever information is easily available. It, therefore, leads to 

the wrong judgment concerning the probabilities or frequency of some events 

occurring. From Tversky & Kahneman’s study in 1973, this means that the role of 

cognitive biases in managerial decision-making extends from a narrow perspective of 

personal decision-making to wide perspectives where influences are felt at the level of 

strategy formulation and economic performance. In the practice of strategic 

management, such psychological behaviors will indicate an appropriate ground to 

devise more effective programs for organizational decision-making, risk evaluation, 

and technology innovation. 

For instance, managers who are wisely aware of their liability to biases of 

overconfidence may devise appropriate checks and balances-that is, internal peer 

reviews or the involvement of the external auditors-in an effort to provide more 

rational and valid estimates of projects and programs for the organization. Cognitive 
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biases also impede the operations of businesses in their various ways of keeping 

abreast with market turmoil and competitive twists. Under these conditions, managers 

may develop a sort of aversion to the losses by competition that creates an encasement 

from the necessary risks, such as an investment into innovations or unexplored 

markets, due to anxiety over what losses they eventually turn out to be. 

Therefore, this undermines the organizations in the line of innovation and might lock 

the organization in an environment that is shifting in the end. On the contrary, if the 

managers would be aware of the biases arising from framing, then they could apply 

wording to bring in information which would reduce fear of loss and increase the 

willingness to take risks, even though calculated. Nonstandard Preferences, Beliefs, 

and Decision-Making Economists have conventionally treated people as if they were 

rational creatures as they make prudent financial decisions and they rightly consider 

each undertaking with a view of the future. However, over these years, state-of-the-art 

studies in behavioral economics have shown that very often people deviate from this 

rational individual decision-making framework by exhibiting tendencies that are not 

standard. Nonstandard preferences are far more interesting because these imply a 

differential perception of gains and losses. 

Relatively narrowly defined, cognitive biases are systematic deviations from the norms 

of rationality that, at least in the end, influence the ways whereby people assess various 

conceivable outcomes of their choices. 

One of the concepts supporting this observation is the "endowment effect"-the aspect 

where individuals attribute greater value to things they own than those they do not. 

What this means, in other words, is that the mere fact of ownership may create such 

an impression to make something more valuable than it is worth. On the negative side, 

such a concept results in competitive situations or in cases of scarcity where 

alternatives available need to be assigned an equal value. According to Thaler 1980, 

these tendencies can, in turn, amount to failure in understanding the possible strategies 

because decision-makers are not willing to be separated from some options even when 

they know and realize that there is a better option. The second important characteristic 

of non-standard preference is what psychologists’ term 'preferences', which applies to 

the ranking of the preferred alternatives in a bunch of options regarding some features. 

For instance, a consumer can be presented with several investment options and in 

return for different profitability levels, organization-set goals, and so on can even 

select an opportunity to invest. 
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The most salient of the decision-making preferences is the attitude towards risk and 

time because it allows identifying how and when decisions should be made related to 

investments and for what purpose their implementation is performed. In any frame, 

and for a set of opportunities for strategic investment, there is a tendency or 

predisposition by the policymakers to over-invest in opportunities offering quick 

payoffs at the expense of long-term benefits. This results in the abandonment of 

important long-term projects and the inability to capitalize on opportunities in well-

feasible sectors that would translate to superior financial gains in the untapped but 

related industries (Kahneman and Lovallo, 1993). The annulment of proper judgment 

is best relevant to the contemporary entrepreneur working in rapidly changing and 

volatile markets. The management of risk is equally imperative for the effective and 

successful execution of investment projects. 

All too often, business people are in such a hurry to see quick returns that they lose 

sight of the reality that sometimes, an improbable idea now, proves to be a winner later.  

Alternatively stated, the long-run view that optimizes a firm, particularly in a world of 

change. As Teece, in his work from 2007, stated, "The essence of dynamic capabilities 

is to be able to identify, assimilate, and deploy, and to be able to continuously adapt 

them.” 

In today's fast-moving and rapidly changing business environment, managers are faced 

with the need for constant painful decision-making, perhaps agonizing decisions aimed 

in the first instance at ensuring rather than otherwise guaranteeing success and 

sustainability. Nonstandard decision-making draws attention to how the frames of 

decisions can drive how people react to those decisions, and this is particularly where 

the mistakes of the managers may occur. 

The wording of different options can bring about different understandings and 

preferences thus aggravating the decision-making process for managers. For instance, 

when strategic decisions are made concerning mergers and acquisitions, on the other 

hand, the wording of probable gains or losses can shift the inclinations to partake in 

certain ventures. Therefore, the ability to identify and exploit the "True Value" 

propositions, as opposed to perceived or ranked Value propositions, can make all the 

difference in successfully merging different streams of business or just plainly losing 

brand heritage, not to mention considerable financial loss. 

Heuristics and Decision-Making Frameworks Heuristics come into place in manager's 

decision-making for their capabilities to help managers make sense of complex 
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business environments, thereby providing them with the best course of action in the 

middle of uncertainty. However, while heuristics often serve the needs of the 

managers, heuristics could, nonetheless lead to decisions, some of which are rational 

yet biased either regarding outcome or perspective. For example, the 

representativeness heuristic will make managers make much of the stereotypes and 

prior experience when and where unique factors of the situation at hand do not warrant 

that conclusion. 

Second, company managers may also misinform their means or miscalculate 

opportunities available in the market because their strategies are fit for competitions 

in which there is less perfect competition and fewer prospects of success. 

Apart from this, another example of overconfidence bias may refer to the perception 

of a particular individual who perceives that he or she is in a position to control or 

change things that will surely happen which in the end prevents them from taking 

proper action to prevent or avoid adverse probable results of risk series, or even to 

attain the probable development. There should be more understanding and feeling of 

the need if the matters are to be as the emotions do matter in the way that decisions are 

made at a certain pitch. It must enable the managers to utilize the emotions rather than 

being used by them to impede the performance. Therefore, an organization can create 

and make use of those well-designed and evidence-based decision-making frameworks 

that do exist to enhance this level of decision-making and take a more scientific 

approach toward human psychology. That is, it is far better that managers in large 

organizations are made to look at the different perspectives and contest their own 

presumptions than adjusting the traditional methods of decision-making in Behavioral 

Economics to curb the effect of mental biases over an entire process. 

Behavioral economics brings precious views to expand economic theory and the 

policies underpinning it. It is this integration of the bounds into rationality within 

economic models undergirded by psychological realism that allows the policymaker 

to construct fields of intervention that could encourage people to make choices closer 

to reality. 

This is reflected in "nudge" policies, which are those that do not mandate but merely 

issue a subtle prompt to individuals, which by mistake pushes them into making 

decisions that they are not aware are of vital importance and good for their long-term 

goals, and function without eliminating choice in any way at all (Thaler & Sunstein, 

& Thaler P.N. & Sunstein). 
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2.2 Nonstandard Beliefs 

Aside from the external environment in which they operate, the internal resources and 

capabilities of their companies play a great role in influencing executives' strategic 

decisions. The internal perspective of the organization encompasses its own inimitable 

resources, technology, people, and proprietary information towards the determination 

of the firms' strengths and weaknesses (Wernerfelt, 1984; Rumelt et al., 1994; Barney, 

1986, 1991). 

On the other hand, the external contingencies in question concern the broader business 

environment, comprising a range of other participants such as rivals, providers, and 

consumers - all these factors tend to complicate decision-making within the firm 

(Mandal, Ghosh and Bhowmick, 2011; Teece, 2007). Thus, it is a mixed bag of 

interactions between the public and private sectors that influences the type of strategy 

to be adopted. 

Indeed, in the discourse of strategic management, these internal and external contexts 

had been well-defined within the ambit of the two dominant theories that were 

resource-based view, or RBV and positioning approach. The RBV is important 

because it identifies company resources such as physical assets and intangible 

capabilities that offer the needed competitive advantage and performance (Barney, 

1991). It is almost similarly, but perhaps with a slightly different approach that the 

positioning theory articulated by Porter (1980) underlined that the essence of the 

company's competitive advantages arise from the level of competition in the industry 

in which it operates. Both concepts are used in a way that allows a better understanding 

of strategic choices, leading to greater organizational performance, and the ways in 

which such performance may be improved. 

However, one particular aspect that is often neglected in the literature concerning the 

above issue relates to the possibility of cognitive biases leading to distorted perceptions 

on the part of the decision makers with respect to both internal and external 

environments. With respect to strategic choice, perceptions about which the decision 

makers form opinions on how well their companies will fare in light of the facts 

available. This is but an assumption of traditional economic models, wherein the 

executive leaders of firms hold an accurate and comprehensive understanding of the 

internal resources and capabilities of their business, along with high levels of 
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awareness with regard to the competitive environment. An assumption of this nature 

would appear to indicate that executives are capable of rationally making decisions so 

that any economic value is realised and performance is maximised. However, this has 

often been questioned and again is argued by researchers and practitioners, who have 

indicated that most of them are influenced not only by cognitive biases but also tend 

to be confined within a framework of organizational perception regarding the 

environment, internal capabilities, and decision-making processes. 

Above past realizations show that, in the context of study of the process of strategic 

decision-making, a few things are there which need to be done-laying equal emphasis 

on the role of cognitive aspect in the making of strategic decisions like that of resource-

based markets and industries by the researcher are of importance. Such a dual approach 

allows investigating how various situations-internally and externally-along with the 

beliefs of the decision-makers, affect the formulation of strategy and the execution of 

such decisions that lead to the success of an organization. Identification of cognitive 

biases in organizations' decision-making processes should arise, and ways of handling 

them be suggested. For this reason, most of the ways executives do assess their 

organizations, markets, and competition tend to be incomplete or highly selective. 

Ways that will, thus, be highly useful in assisting organizations to realize greater 

clarity, objectivity, and rationality in their decision-making processes would be 

desired. 

Contrary to common assumptions, a psychological perspective on strategic decision-

making illuminates an alternate view with regard to executives' perceptions. These 

perceptions are selective and sometimes flawed, and thus do not meet the true 

reflection of their organizations and environments. These cognitive distortions 

negatively affect the clarification of the firm's strong and weak points by the executives 

and, therefore, the possibilities of making the right strategic choices are highly 

compromised. Very often, exaggerated belief in one's own abilities is the 

"overconfidence" that leads executives to overlook the reality of their firm's 

capabilities. The "confirmation bias" phenomenon may make them think that the 

information they come across is correct, while as a fact, it is just a myth that leads to 

denial of negative market conditions or competitive threats. 

Therefore, it can be added that cognitive dissonance and strategic choice are related 

because of the failure of the rational perspective which executives tend to be aware of. 

In order for managers to make better decisions they must take these biases into account 
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while assessing internal and external business environments. Companies analyze the 

influence of cognitive distortion, after which they can develop strategies that would 

reduce or completely eliminate such biases so as to attain a more practical and effective 

strategic rational choice. Such cognitive awareness is more likely to transform the 

strategic orientation of organizations, thereby widening the strategic decisional 

horizons that will lead to success in this era of complexity. Alignment of attentions to 

cognitive dissonances of related processes and methods-that is, a way to consider the 

present decision-making condition of organizations-manages to create awareness, 

which is important for a strategic choice, implying overstepping the norm in relation 

to the possible complexity of competitive dynamics in today's era. 

 

 

 

 

 

 

 

2.2.1 Anchoring 

Anchoring bias can affect anyone since it has been seen that people rely too much on 

the first information that they get in making decisions, or what has been called an 

anchor. The effect of the anchor rests in tongue-in-cheek mechanical decision-making, 

which tends to increase its manifestation over the say of refinements rather than 

investigate every other conceivable valid point even about a rich pool of evidence. 

Anchoring plays a curious but powerful role in most situations in the foundations of 

strategy management, from price rationalization and budget appropriating to 

performance judging and negotiating deals. 

Managerial myopia, concerning prices of new products in the market, could stem from 

their usual feelings of being highly attached to an earlier cost estimate, or competitors' 

prices that they usually adopt as reference points. They may be anchoring deep on 

anchors that do not consider many vital aspects including consumers' expectations, 

problems regarding the effectiveness of prediction through approximation, and 

positioning by alternative prices which all together lead to the fact that the adopted 

values do not guarantee an adequate return on investment or considerable market 

share. For instance, consider that the manager of a firm decides to base the release of 
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a certain product on a specified high cost of production. The resultant price may be 

prohibitive hence leaving the customers cold. Anchoring on the competitors' low 

identified prices, on the other hand, may lead to an unrealistically low price that does 

not give any return on investment or reflect the true value of the new product. 

Similar to this anchoring phenomenon is the anchoring of salary negotiations in that a 

first proposal for salary by either party, whether employer or employee, will set an 

anchor for negotiation. Usually, the first request is put together with the negotiations 

since it is taken to be a base and position for follow-up later proposals. This causes the 

minds of the parties to be conveniently influenced toward a solution, anchored 

according to the first offer, therefore failing themselves when the center of reference 

is much wider in an alternative and indicative way. This points toward the path of 

consideration within the negotiations whereby the opening requests by the parties must 

be reflective, purposed to serve, and conscious of the direction that it may take for the 

negotiations. For instance, at the time of determining salaries, the employee with a 

high opening expectation is likely to receive a higher offer from the employer; again, 

the employers who, on their part, start with a low offer, get stuck in the lower range. 

Therefore, the right approach toward an issue must be taken into consideration. 

Besides, anchoring bias may also play a leading role in the budget allocation process 

of any organization without exception. In real life, this occurs at the instance when the 

managers start depending on the budgets of the previous year or the initial proposals 

made in arriving at their decisions on ways of allocating resources. In that case, they 

will completely overlook the fact that significant changes might occur related to 

operational requirements alterations in market conditions, or never-ending shifting 

strategic priorities. While such kinds of decisions are made by people influenced by 

some sort of anchoring bias, there is a great risk of ineffective use of resources which 

could have negative impacts on the performance and growth of organizations. 

Becoming aware of its existence and the consequences anchored bias has on decision-

making processes is actually the first step toward reducing its impacts. Managers and, 

by necessity, all decision-makers may mobilize various methods and techniques that 

may help to overcome the anchoring bias: provoking reflection on more than one 

anchor, enhancing critical thinking, questioning the legitimacy of preliminary 

assumptions, and using decision-making frameworks that focus on the principle of 

wide consanguinity with the analysis of all factors relevant to the problem at stake. 

Also, flexibility and adaptability during the process of decision making may seriously 



pg. 26 
 

help to reduce overdependence on the first piece of information and enhance the 

quality of decisions that may be made by the organizations toward a more balanced 

and informed process. Adaptability replaces rigidity to provide a more pragmatic and 

reasonable approach in the area of decision making by the rulers of organizations. 

Hence, the exciting conclusion is that whereas the anchoring phenomenon can 

significantly influence the course of actions with regard to strategic management 

decisions and their essence, the biases can be nevertheless eased by paying attention 

to recognize the existence of anchors and to take an active position with regard to their 

influence on the managers and decision makers' processes. Thus, by identifying 

anchoring processes and developing procedures that will reduce their risks, 

organizations can improve decision-making processes, which, accordingly, will 

guarantee improved performance of organizations and successfully carried out 

strategic management as the main approach to providing the competitive advantage of 

the organization. 

 

 

 

 

2.2.2 Framing 

One of the more curious aspects of human decision-making is revealed by what is 

called framing effects, first introduced by Daniel Kahneman and Amos Tversky. The 

gist of it is that human choices depend not on the outcome of a situation but on the 

way that situation is framed. Such an understanding embodies this important venture 

out of the traditional economic assumption of the rational human being instead and 

points at the existing cognitive biases, which can interfere with the process of making 

a decision and hence distort human reasoning and choices. This paper will discuss how 

an understanding of the framing effect can be applied to strategic management to 

enhance decision-making and promote organizational changes in a positive direction. 

It is important to indicate that strategic management practice also pertains to the way 

decision-makers represent objectives, risks, and benefits to the people surrounding 

them to motivate, guide, and control them toward the desired course of action and to 

assist the latter in achieving its strategic plans. In this vein, the framing of any given 

situation could influence the process of deciding by altering its direction within key 

areas: investment decisions, market entry, or the quality and structure of innovation 
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processes that may happen even in the handling of crises. To this end, the paper intends 

to discuss the role of perspectives within strategic management about possible ways 

through which total insight may come our way about the nature of the liaison that exists 

between our minds in the fields of communications and perception. 

In this chapter, I consider some key real-life examples of drawing that bring out the 

effect of framing on strategic decision-making. For instance, depending on how one is 

given the adverse effects of an investment opportunity either in terms of high chances 

of success or in terms of lower chances of failure, perception theoretically and 

practically can be seen to shift as far as the people who are involved in these processes 

are concerned. In my analysis of the various instances that follow, I attempt to illustrate 

that business managers cannot afford to look at framing effects as a theoretical aspect 

and framing communication as a strategic and practical tool in complete isolation from 

the fact that the talent for changing people's opinions is a treasure in short supply. 

I will also explain the ethics of framing and what effect this could have on stakeholders 

within a strategic context. Although the framing of communications may perhaps be 

considered a necessary ingredient to have attempted trying to steer the attitudes and 

behaviors of people, the use of such tactics is usually accompanied by issues of 

openness and manipulation, and even more so from the perspective of law and ethics. 

This paper discusses the quintessential need for business administrators to maintain a 

fine balance between the strategic use of frames to achieve favorable changes, while 

also being sure that the available information is true, full, and well-defined-in order to 

allow managers to maintain ethics while competing in today's cutthroat business 

environment where the human element in decision-making has become integral. It 

will, therefore, draw upon how to make the use of framing in strategic communication 

an effective tool in the art of persuasion: balanced, ethical, and responsible. 

The framing process will, therefore, be explored in detail as an essential element of 

strategic management toward the rich understanding of how cognitive biases act in 

driving the making of a decision. The strong analysis of the various theoretical 

frameworks, practical implications, and ethical considerations that have remained 

constant across the many disciplines in question will add to revealing and enhancing 

the discussions on this theme through a synthesis of the findings of the research and 

their recommendations for future discussions once again based on evidence-based 

knowledge acquired mainly from behaviourally oriented economic science in the 

strategic management domain. This drive toward understanding the realities and 
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complexities associated with adaptive 21st-century management system designs will 

be added as another investigative avenue into more effective management options, thus 

contributing to the growth in this field into the future. 

 

Insights  

The most interesting point arises concerning the framing of choices in a manner that 

would lead to the decision, especially when the stakeholders making such investment 

decisions decide on how well their organizational resources would be utilized. 

Consequently, it is the way that two equally viable investments are presented as two 

various opportunities not being conspicuous different from the same projects has the 

unique possibility of convincing managers to make a positive decision. This is a well-

known problem when two programs, which are financially equivalent in terms of their 

realizations, are presented to managers; managers are likely to prefer the investment 

that is presented as a gain compared to an investment, where this is presented as a loss, 

even though the two investments will yield financially similar outcomes. The findings 

of the research underline the criticality of positivity in the communication of options, 

a factor that influences strategic decisions made in the business arena so much. This is 

the basis upon which the necessity to understand and anticipate cognitive biases in 

decision-making processes regarding investments in firms and organizations cannot 

be underestimated. 

More so, the framing effect does not leave the area of risk management unscathed. A 

business administrator should be made to understand that how risks are posed or 

articulated to him can lead to dramatic shifts in how important or how impactful they 

are perceived to be. Such urgency of risk management can be convincingly changed 

in terms of the likelihood with which a risk can be effectively tackled by the use of 

well-framed scenarios against those framed in such a way that the chances of its 

effective tackling are low. Through incidents or pictures showing that the catastrophe 

could have been elaborately avoided, managers are more likely to buy into an 

extremely adventurous way of dealing with danger faced than by the delivery of a wide 

picture of possible perils faced with a slight proportion of probabilities involved. This 

is indeed a case that illustrates, in bright colours, the role of framing in defining how 

organizations address such problems. 

Innovation initiatives provide a different frame within which to explore framing effects 

more longitudinally. How goals and challenges pertinent to innovation are framed can 
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have significant consequences in terms of how stakeholders react and how resources 

are mobilized. Therefore, framing a significant innovative project as a golden 

opportunity to be a frontrunner and pioneer will increase the likelihood that those 

likely to work on such an important project may possess a higher level of excitement 

and dedication to achieve such predetermined objectives rather than framing it simply 

as a necessity to keep up with others in the market. These findings are emphasizing 

how positive framing may bring innovation and adaptability to organizational settings. 

This allows the organization to stay focused on its goals and grow from within so 

members can remain motivated with a reason, or a purpose. 

However, in cases of emergency or crisis, the framing of the communication messages 

to the workers assumes special meaning and becomes one of great compulsion. One 

can present the workers inside the organizations and the people from the outside 

differently by marketing this period for the possibility to grow like an organization and 

to learn to be strong while not depicting it as an existence-threatening dilemma at some 

time. The strategic positive framing against the culture of panic, survivalism, and 

short-termism-maybe provoked by a culture of negative framing-can create a culture 

of initiative, problem-solving action, and adaptability in crisis times. This observation 

underlines the fact that strategic communication, which is given intensive training and 

which is implemented with much attention, plays a very important role in crisis 

communication. 

Finally, framing the findings of market research is important because they might have 

a great implication on the probable entry into new markets and marketing mix. 

Identification of the customer unmet needs and emerging markets means the 

organizations might opt to engage in a highly aggressive approach in ensuring wider 

coverage and clientele base. On the other hand, if it is market reports and potentially 

disconcerting issues such as saturation and growing competition that remain at the 

forefront of the analyses, the analyses can also be rigid and extremely cautious. The 

decision to enter a new market or not is hence as much related to the packaging of 

market information as to the content of the same. Conclusion This foregone conclusion 

means that careful and clever frame manipulation will be inevitable in companies that 

want to steer their market strategy emphatically. 

 

2.2.3 Overconfidence 
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In the complicated world of strategic management, overconfidence emanates as a very 

powerful cognitive bias to sustainability change the decision-making process. 

Overconfidence acts as one bias through which individuals are equally likely to 

continuously not recognize the impairments which might exist, and continuously 

optimistically view themselves. This compulsion has far-reaching effects on the 

strategies taken by businesses and the outcomes achieved. This research on 

overconfidence bias has been undertaken as a part of my master's thesis in economics 

in an attempt to explore inconclusive details and pinpoint the areas in which this bias 

infatuates intricacies in cool strategic direction with abnormal entry into the entire 

market or launching sensational. It also suggests situations in which this infatuation 

can be increased or overcome upon application. 

Overconfidence bias can be attributed to an age where human beings grow in self-

esteem, mistaken self-concerns, improbable self-assurance, or no regard for the risk 

involved. It is the type of condition that has become a particular kind of human error 

whereby the producers believe that they are favored with a superior set of skills or 

information to that of their counterparties in a higher number, and this takes place to 

an objective examination of either kind. It may lead to flaws in judgments and 

decisions making besides a score of areas, poor strategic management on one hand and 

poor financial issues on another are the real and practical examples of the burning fire. 

On a plank of strategic management inferences and assumptions, people can stimulate 

underestimation of the complications involved in doing business such as balancing to 

footing, a challenging deciding undertaking for example, entering new markets or 

making and offering a new product. All these factors, as identified above, can lead to 

a situation where several risks have been downplayed and ignored whereby the 

organization has not considered a proper plan for the risks, thus creating a proper 

ground for the collapse of the enterprises involved. On the other hand, overconfident 

managers fall into the trap of generating over-ambitious forecasts that may lead to an 

inappropriate distribution of resources and establish unrealistic expectations and 

targets that can never be met (Moore &amp; Healy, 2008). Overconfidence 

ramifications further disrupt the decision-making framework where organizations 

create for themselves problems as a forecasting and planning apparatus. 

For example, high-bound estimates might result in the ineffective distribution of 

resources and establishing goals unrealizable through company planning and are sure 

to be overly harsh on employees and the organization as a whole. Rather than a 
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marginal impact on entities, the above scenarios represent what happens to 

organizations or firms in general, which means that they always have to change their 

configuration in terms of the decisions that are included in a specific aspect or field, 

so that they may be able to have the strength necessary for doing so. This essay will 

discuss the consequences of overconfidence on the decision-making process and how 

organizations can counteract such effects. 

In order to avoid such influences, companies become engrossed in a belief that they 

are not vulnerable; however, only such naive perception allows them to fail within a 

very short period of time. Accordingly, overconfidence and the associated risks have 

to be counterbalanced through appropriate realism within the work environment that 

would allow making more rational decisions. 

Generally, initiatives of this kind will involve assessments of critical factors such as 

problem solving, frequent deliberations, and studies to introduce checks and balances. 

With the need for active processing and frequent examination of the content, it is often 

possible to neutralize the one-sidedness that usually pervades the thinking of any 

organization. Also, through providing lots of ideas, opinions, and suggestions, they 

can broaden the horizon of options and choices; in addition, they have the opportunity 

to avoid problems that arise due to groupthink, which would lead to elephant-sized 

errors. 

Probably the most effective analytical tool an organization can look into is scenario 

analysis. This involves recognizing potential changes in circumstance and comes up 

with variant plans to respond to them. It is this, and related strategic frameworks, that 

allows organizations to recognize potential problems that may arise from 

overconfidence and prepare for them adequately. The process promotes the search 

beyond "best-case solutions" to the possibilities of "worst-case alternatives"; thus, it is 

more capable of coming up with sustainable yet workable solutions because they have 

been fully abreast with the various uncertainties in the environment. 

It is equally important to understand that overconfidence cannot be resolved by a 

change in a few individual attitudes and perceptions, but as a change in the complete 

mindset of the organization and its approach towards making a decision. Strategic 

management could therefore learn from behavioral economics, which recognizes that 

the human element is a part of decision-making processes and can be put to good use 

for an improved outcome. As explained in this paper, recommendations put in place 
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can help an organization to create an environment that is objective and accountable, 

visionary, and thus capable of superior decision-making. 

Overconfidence needs to be duly recognized and corrected as far as possible in 

financial decisions, especially investment decisions. Behavioral economics and also 

the recommendations of behavioral economists are that the impact of overconfidence 

bias can be minimized if the performance is measured, opposing evidence is 

recognized, and structured manner of deciding is employed. By following this and 

other such measures, those risks of overconfidence that end up having adverse impacts 

on any investments can be warded off on the right path in better results. At any rate, 

issues usually linked with excessive trading owing to excess confidence tend to 

decrease and the investors thus stand a chance of diving into overselling or mere over-

optimism in the market. 

It follows then that being aware of cognitive biases, such as overconfidence, does not 

imply changing the mindsets of people but altering the whole organization's culture 

and the related decision-making processes. The rewards derivable from behavioral 

economics are indicative of the fact that for strategic management to assume a better 

approach, it needs to be more inclusive of human behavior and seek ways of making 

it to work for them. 

The need for policymaking mechanisms that are better in whatever context has never 

been greater, and psychically shaped purchasing interventions and the manipulation of 

citizens by adopting or prohibiting certain behaviors is simply cognitive soft help. 

These will serve as mighty tools for determining the best financial behavior on an 

individual and social level using carefully constructed ways capable of correcting 

irrationalities at every stage of the process and changing the ineffective patterns of 

decisions regarding investing in market development and the encouragement of 

ethically responsible and conscientious decisions by enhancing the quality of life for 

individual citizens and the economic well-being of society as a whole. It may be 

overconfidence bias and other harmful psychological phenomena. On one hand, such 

a factor can lead to extreme risks and failures; on the other hand, it may foster the 

creation of new projects or markets, since the authors of this article show how to link 

a deterministic type of posts or influence and development in this instance, and hence, 

there is something visionary happening in the market or is likely to happen in the 

market, and then importantly will lead to the contrary, where projects are some of the 

projects that are worth embracing and pursuing. 
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Besides the occurrence of major failures among other factors, such a high degree of 

overlap is possible between valued activities and investments. Thus, if both economic 

and psychological potential is to bloom fully without stepping on the face of the earth 

and falling short by facing the yet under-recorded challenges and pitfalls, there has to 

be a cognitive balance between "yes" or at least "perhaps," on one side, and "not about 

that quality, not on this level, not at that degree and not at all generations, and there is 

a concept of society" on the other, out of which most of that includes understanding 

the nuanced implications of human behavior and just people – being narrower than 

such concepts will increase the legislators' chances against motivating the human 

nature and could lead to improving the failure and bias facilities that already exist. 

Knowledge of biases in public policy, their implementation, in the context of this 

research and the theatre of practical policies targeting both the individual and society, 

should be one of the ultimate goals when the level of automaticity of these biases has 

already reached such a high degree, and the capacity to design, apply and implement 

strategies to counteract or compensate for these biases have been made much more 

socially acceptable and possible than it would be to even imagine experiencing the 

same obstacles. If regulations, legislation, and policy-making get implemented in tune 

with the idea principles of behavioral economics and recognition of cognitive biases 

of people, all the acts that a person, a community, or a state will make would bear great 

influence on policy efficiency, market management, and financial behavior of all 

parties. 
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2.3 Strategic Management: Decision-Making Processes and Organizational 

Behaviour 

Strategic management is often perceived as a vehicle through which an organization 

executes and assesses the decisions crossing its internal sphere for the organization to 

reach its long-running goals and targets set at the beginning of its establishment. It is 

important to underline the importance of excelling in effective strategic management 

processes in today's fast and highly competitive environment, since these processes 

seize on an opportunity to turn potential weaknesses and constraints into corrective 

action, therefore enabling an establishment that competes by setting it apart from its 

competition. Successful strategic management requires a palpable level of insight into 

the nature of the behavioral functioning of organizations since neither can be divorced 

from the other; both together form one entity with the first influencing the second and 

through it realizing the objectives of strategic movements. 

Decision-Making Process: Strategic management and the decision-making process are 

an indispensable part of it, coupled with available alternatives that would help achieve 

identified goals and objectives. The process of decision-making in a strategic 

management context adheres to a series of stages that give a systematic way in which 

decisions that are relevant and well-informed can be developed based on strategic 

intentions. 

In brief, these phases can be classified as follows: 

1.    Problem Identification and Diagnosis: The first step involves the definition of the 

problem or opportunity that requires making a strategic decision. This involves 

defining and sharpening the area of the problem or opportunity through collecting 

relevant information, its analysis, and reflection on the issue and trying to quantify the 

cases. The success of the identification process is of prime importance since it sets up 

a factual base for all the other phases, and also for an overall successful solution to the 

problem. 

2.    Generating Alternatives:  Once the problem has been thoroughly defined, the next 

stage is to generate alternatives on how to address it. It is an area that calls for creativity 

and lateral thinking to ensure that all promising solutions are taken into consideration. 

Some of the common approaches in the generation of alternatives include 

brainstorming meetings, participation of diverse interest groups or approaches, and 

creative sessions. This stage allows the decision-maker to consider a broad area of 
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options and establish that there is likely to be a more effective and unwanted solution 

than the one that usually is accepted by the organization. 

3. Evaluation of Alternatives: After generating the alternatives, the decision-making 

process needs to consider the feasibility, risks, and outcome of every single one 

alternative. This is usually quantitative, such as cost-benefit analysis, supplemented by 

qualitative judgment involving experience. 

4. Selecting the Best Alternative: The best alternative would be to choose an option 

that best fits the solution analyzed in the steps before. An option chosen should fit not 

only the needs of an organization but also its overall goals values and strategic 

priorities. Such consideration is aimed at ensuring every decision taken can push the 

company towards attaining its performance or productivity goals. This now begs the 

question of whether the adopting organization has used the most appropriate and clear 

analysis of the situation to align a chosen method of action to the organization's 

working processes and expectations. 

5.    Implementation of the Decision: The chosen alternative has to be followed through 

with a strong implementation of an excellently designed and well-precise action plan. 

Part of the process involves carefully identifying what needs to be done, and what 

resources need to be allocated, responsibility distributed, and the fixing of the right 

timelines. Further, it is not only important to introduce the chosen alternative but also 

to implement all the necessary management measures that are not dispensable to 

ensure its enforcement. 

6. Monitoring and Evaluating Outcomes: Observation of the implementation success 

and assessment of the outcomes against the expected results completeness is the last 

step of the process, which forms the purpose of it. This process is fundamental in 

gaining knowledge of what works and identifying possible gaps in performance or the 

full materialization of prospects. It is an unavoidable process within a strategic 

decision-making cycle, whereby an organization learns from each action it undertakes. 

The continuous nature of monitoring and evaluation sees to it that strategic plans and 

actions are regularly reviewed for necessary corrections and, where necessary, for 

better decisions in the future. 

Furthermore, although decision-making is a rather structured and systematic process, 

it is quite difficult to look past the fact that cognitive biases can have a powerful effect 

in determining decisions, often leading to inefficient ones. Thus, cognitive biases can 

be defined as "systematic patterns where differentials of judgments diverge from 
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logical or rational conclusions whereby people develop heuristics or mental shortcuts 

which facilitate the processing of decision-making.". These influences should be 

identified and recognized and curtailed so that one can arrive at better decisions. On 

the contrary, it is widely believed that the rational players in organizations can help 

reduce distraction and disturbance resulting from such cognitive biases; being inherent 

and strong, the biases cannot be discarded even by highly talented and experienced 

managers.  

Following are some of the cognitive biases that a strategic leader might have to deal 

with on a routine workday: 

Organizational Culture: The type of culture that pervades an organization goes a long 

way in determining the manner in which decisions are arrived at. If an organization is 

to chart its way through the open sea of competition, then it has to have a culture that 

would inspire open discussions, teamwork, and the use of critical analysis in 

operations. With the inflow of varied ideas, the organization is bound to see heavy 

discussion and thereby arrive at sound decisions. It is just the opposite thing that 

happens to those companies which are pursuing hierarchy-type leadership, where each 

one remains cut off from the other. In such organizations, information may hardly 

reach the people in charge, or worse still generate groupthink in which nobody is 

sensitive and all important issues are left unaddressed. Interestingly, the underlying 

point can be observed in such companies as Google and Amazon that have developed 

a culture of creativity thus stimulate experimentation and taking lessons from failures. 

Its underlying point can be noted when it refers to strategic moves that are deeply 

understood by the fact that they dared to make the easy direction in which it 

strengthened them. 

Team Dynamics: Any decisions reached by a strategic committee are to a large degree 

pre-determined by who is on the committee itself. Those strategically-oriented teams 

which are able to establish and foster an environment of mutual reliance, cohesion, and 

healthy conflict are more apt to arrive at positive strategic decisions. Conversely, teams 

which argue amongst each other, cannot communicate effectively, and have low levels 

of confidence amongst team members will always produce the opposite effect. Such 

groups hardly make important decisions, and when such decisions are made, it is at a 

cost; therefore, poor decisions are made, and the organization suffers. The structure of 

any group is very important in this regard; that is to say, a team accordingly rich in 

skills, experiences, and points of view enhances the quality of strategy decisions made. 
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In other words, whether groups set out only to answer questions can either thrive due 

to anti-groups with critical and detailed assessments also, or else even they can become 

the main problem for potential success. 

Communication Patterns: Communication and strategic management are both sides of 

the same coin because, in the absence of one, the other is bound to fall. Unambiguous 

communication holds prime importance for all parties involved within the decision-

making cycle to engage them and align them towards a common goal. On the other 

hand, miscommunication or withholding information can present shaky grounds to the 

parties and place them in a state of hopelessness, which is characterized by misaligned 

goals and failed strategies. If large projects appear so complicated and can't be 

performed easily, it is important to continually update and respond to the changing 

dynamics, which then identify issues early, adjusting the strategies so they go in a 

certain direction. The integration of behavioral insights into strategic management 

would, therefore, be a conscious making or otherwise by the managers, executives, 

and departments in organizations through proper use of neuroscience and behavioral 

economics or positive and negative influences and how they affect decision-making 

processes. 

Cognition refers to the internal processes through which human beings process 

information, as opposed to perception, which is the first stage of processing 

information. In making decisions within organizations, people are influenced by 

several influences, biases of a cognitive nature, and other influences that tend to skew 

survival. Practical Solutions From the comments of challenges, the following are 

practical solutions that may be implemented to eliminate or reduce the collision of 

cognitive distortions in decisions made by the managers and likely ensure the 

realization of the current potentials and improvement and development opportunities: 

more specifically, let them be able to embrace past experiences and successes 

experienced by other organizations within and outside the industry. For instance, 

training based on behaviour can be done in a way to brings forth some important 

principles such as knowing when cognitive biases are implied, establishing the 

presence of bias, opening up for debate, discovering differently, and closing loops, and 

all these will help to develop better concepts of decision making amongst managers at 

various organizations. Diversity will also be one of the important considerations when 

it comes to groups within corporations that will be able to combine the minds of 
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representatives from many societies with varying genders, races, and life races where 

individual weaknesses can be corrected by the strengths of others. 

A culturally diverse group is more likely to be open and thus offers different problem-

solving techniques than a less diversified group would. Added to these new insights 

and a challenge of the groupthink effect, it does not employ only groups from the same 

social class as this improves dynamics in the organization. While diversity in teams 

has its success, it's in pursuing and cherishing the collaborative culture and respect 

among team members but appreciating the contribution of the people from the culture 

as fruits of collaboration. So, practices need to be created, a culture needs to be 

fostered, and where necessary, training would be conducted for members within the 

different teams to guide them on how they could work together take challenges and 

come up with ideas, and derive satisfaction from each other's wisdom. It would be 

better if the management utilized structured decision-making internally in the 

organization to control for cognitive biases and institutions and used procedures and 

management styles that were tried and tested in the perspective of being effective in 

decision-making. 

Decision-making process: These are the rules and regulations applied in the case of 

formal request means regarding camels and camels. Decision-making tools, such as 

decision trees, screens, etc., assist organizations and their managers decide on specific 

decisions by analyzing particular cases, etc. 

By integrating behavioral economics and organizational behaviour, strategic 

management can perhaps begin to create a sea change in how the processes of decision-

making are conceptualized. While the good side of organizational behavior is 

explored, deep-rooted cognitive biases that hamper rational decision-making are 

recognized and worked on. It is then that managers can plan strategies that will be 

well-informed, effective, and lead to changes based on the adaptability of the 

organization. Such strategic decision-making flexibly and holistically would definitely 

enhance the ability of an organization to thrive in a very competitive market and an 

intricate business environment replete with peculiar challenges. Thus, such 

comprehensiveness is vital for an organization to realize a sustainable competitive 

advantage, cope with swift market changes, and move to the front rank of the 

mainstream. In fact, these approaches really underline how important behavioral and 

cognitive considerations are during the formulation and implementation of strategy in 

effectiveness and efficiency within the strategic management process. 
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Chapter 3 – Literature review 

3.1 Introduction 

The relationship between cognitive biases and managerial decision-making has 

generated much interest among both academics and practitioners due to their 

consequences for organizational functioning and behavior. Such an in-depth review of 

the existing literature, based on some key empirical studies carried out research work 

along with state-of-the-art theoretical frameworks that integrate cognitive biases, 

behavioral economics, and strategic management, is presented in this chapter. This 

chapter aims to provide an in-depth exploration of various classical and current 

research studies conducted in this arena, to allow a deeper understanding of how 

cognitive biases influence the strategic decision-making processes undertaken by the 

managers of various contexts. This review, therefore, while citing seminal works that 

contributed in a great way to the development of theories, also looks at recent empirical 

findings on how pervasive a force these biases are in decisions being taken either on 

an individual or organizational level today. To do so, the first step in understanding 

cognitive biases helps one identify avoidance behaviors that may lead to suboptimal 

decisions in managerial practice. One very recognized example is the anchoring 

heuristic where people are often unduly influenced by initial pieces of information, 

they get on making a critical decision because such information stores may create the 

first impression without allowing for subsequent evaluation. In addition, cognitive 

biases relating to the framing effect and loss aversion of Business Scope tend to exert 

simple cognitive influence on decisions by managers and affect perceived risks on 

perceived gains or losses. Business managers with insight into these patterns, 

therefore, can effectively guard themselves against biases while applying knowledge 

about them when they attempt to create a better environment in which their employees 

can work. 

3.2 Cognitive Biases in Managerial Decision-Making: Empirical Studies 

Professor Daniel Kahneman and his associate, Dr. Amos Tversky, were the pioneers 

of the research on cognitive biases in decision-making, therefore making the 

foundations for a better understanding of the irrational nature of humans in the least 

efficient scenario of the managers' decision-making processes. This theory was based 

on heuristics they developed, such as availability heuristic, representativeness 

heuristic, and anchoring, which was a sequel of research aimed at finding the reasons 



pg. 40 
 

and influences leading managers to make wrong decisions because they use their 

minds to shortcut the long and complicated decision-making process. 

One of their most renowned studies, "Judgment Under Uncertainty: Heuristics and 

Biases" from the year 1974, proved that human beings tend to lean too heavily on 

simple rules of thumb when making decisions; although those rules of thumb are 

useful, they contain considerable biases that have already been formed. The 

researchers show how the representativeness heuristic leads people to ignore vital base 

rates in addition to relying too much on stereotyping that could result in unfortunate 

conclusions when trying to steer the next strategic decision. In addition, even their 

research on "prospect theory" regarding various results found that, in 1979, there was 

the existence of a framing effect and loss aversion because the tendencies of managers 

towards risk, in one way or another, led to the making of wrong decisions concerning 

probabilities about risky decisions or benefit-dominated decisions. 

For instance, choices framed as losses result in loss aversion and the favoring of more 

certain outcomes, even if those options are not beneficial. Consequently, it is easy to 

understand how these concepts, though quite useful infrequently in practice have never 

been intended as useful forks in the road lead to unwise strategic routes. It is within 

the findings of these and other related studies that a proper understanding of how the 

mind's brown cardigan can influence managers' decision-making processes is crucial 

concerning financial or business objectives and strategies since those are decisions 

that, if judged wrongly, may lead to problems within the entire organization. Though 

people's preferences and choices based on cognitive biases and heuristics may seem to 

be one of the curiosities of the way people think, increased awareness of the presence 

and the ability to account for it will help those people who are affected. 

 

3.3 Behavioral Economics and Strategic Management: Theoretical Frameworks 

The integration of behavioral economics into strategic management, due to Tversky 

and Kahneman, became a fascinating field that developed a more efficient and 

worthwhile theoretical guide to analyzing the decision-making process of managers. 

Meanwhile, behavioral economics is generally recognized as a branch of economic 

science that pays much attention to the fact of how psychological factors may affect 

the decisions of individuals groups of people, and firms. By this, we could also 

understand that psychology is the science of the human mind, explaining how people 
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think, feel, and act; if combined with economics, it generates a more complete picture 

of the human decision-making process. 

One of the very important studies in this regard is the motivational work of Shukla et 

al. who have shown, in their paper entitled "Impact of Behavioral Biases on Investors' 

Stock Trading Decisions: A Comprehensive Quantitative Analysis," the extent to 

which some of these behavioral biases are responsible for making investors rationally 

irrational in their stock trading. These biases are also within managerial tasks as they 

find correlations between efficient investing and the approach of experienced 

managers. 

In this regard, the researchers established that just like experienced investors exhibit 

bias to make competent decisions in stock trading professional managers are equally 

affected by cognitive biases that result in errors in their decisions, which can be termed 

systematic errors. The balanced and all-encompassing analysis represented empirical 

evidence for conceptual explanations on how these biases were found in strategic 

decisions undertaken by managers and critically argued that such factors lead to 

inefficiencies in a decision-making process. The analyses undertaken on behavioral 

economics show how management should recognize their biases and try to eliminate 

them to the best of their ability to make appropriate and long-term decisions regarding 

their companies. 

Similarly, regarding the rational decision-making constraints of human minds, the 

boundaries have been set upon studies conducted by key theorists such as Herbert 

Simon, and also upon the rationale of the adaptive decision-maker perspective. These 

theories argue that when situations around the world are moving at a rather alarming 

rate, managers would instead use heuristics and assumptions to simplify the whole 

decision-making process, which might consequently lead to diverse biases in their 

strategic planning as well as the implementation tasks. Times of changing conditions 

and uncertainty put managers under severe tension and require thinking and decision-

making at an ever-growing speed. The vital elements of this theory are that human 

beings have problem-solving or, in other words, shortcomings on their cognitive side, 

which in turn keeps them from being either omniscient or objective or even using all 

available information in the decision-making process. Instead of finding the most 

optimal, but rather a very rational solution, managers use certain practical rules which, 

in sum or partially, will help solve the problem of making rationalization decisions. 
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3.4 Empirical Studies on the Impact of Cognitive Biases on Strategic Decisions 

Through this, it has a wide effect on most of the strategic decisions made in disparate 

vocational environments. However, the article, "The Impact of Cognitive Biases" by 

Vincent Berthet focuses attention on how it acts in the decision-making process in 

selected areas like finance, medicine, law, and engineering. It talks of a number of 

cognitive biases common in these areas of work, including confirmation bias, 

overconfidence bias, and availability bias-how they impact the judgments made by 

people. The author has done a great job to outline and elaborate on such biases to show 

the impacts they create within a decision-making process done by professionals. 

For instance, confirmatory bias can lead to a detrimental impact on medical diagnosis 

wherein the medical professional's judgment unconsciously creates the impact of 

giving more weight to the data that supports his/her pre-diagnosed disease and 

disregards other data leading to faulty diagnosis dangerously and adverse effects in 

such a sensitive profession. A good example is how managers, through cognitive 

biases, make and believe that there is no need for corrective action, as specific evidence 

shows that a certain strategy is not as effective as anticipated, hence incurring losses 

in the process. 

As a matter of fact, Berthet's article explains that the context in which the particular 

profession is performed might either increase or decrease the effects of these cognitive 

biases. In this respect, the culture within an organization and the availability of 

decision-support systems can then frame the occurrence or the management of biases 

in the decision-making process. Strategic managers must comprehend the 

organizational environment and the frameworks of decision-making that are valid in 

the contemporary world to avoid the probability of the occurrence of cognitive biases 

that influence their decisions, as they usually operate in a world filled with 

uncertainties coupled with time limitations in making strategic decisions that have 

profound consequences for people and organizations. 

The interconnecting analysis and exploration done within this chapter between 

behavioral economics and strategic management theory proved that cognitive bias 

does exist, and it forms a major part of the Decision-Making Process of managers and 

other professionals within the business industry. It is seen that the inadequacy of 

information in establishing or discovering essential findings that might conveniently 

improve policy formulation or reviews substantially aggravates the Tribulations of the 

process. A wealth of literature on the theme of cognitive biases in strategy 
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development presents some credible and valuable links between the solid outline of 

some cognitive biases that exist and affect how and which decisions are made within 

organizations, the possible effects of such biases on managerial activities, and how 

awareness of these biases may be useful in the decision-making process. 

As the research in this chapter reminds me, awareness of what influences cognitive 

biases is crucial for facilitating processes at a higher efficiency rate for the sake of 

enhancing organizational performance and its overall outcomes. The first part of this 

study has considered the overcoming of cognitive biases as an important element in 

the process of making decisions within a subject matter approach and applies to 

retranslating these ideas into action. In the process of using these policies and 

strategies, these should be presented to all managers and professionals in the field to 

ensure optimum decision-making by taking ethics in the practice of decision-making 

throughout the initiation of basic ideas, escalation of recognition, and commencing the 

dynamic networks for learning, training, and practicing the constructive 

reconsideration of cognitive capacities in the environment in particular at the company 

level. 
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Chapter 4 – Methodology 

4.1 Introduction 

The following chapter illustrates the methodology used for researching how 

cognitive biases influence managerial decision-making within a strategic 

management context. It tries to empirically verify how such biases, which include 

overconfidence bias, anchoring, and confirmation bias, affect decisions about 

strategies. This being a complex phenomenon, the approach applied is one that 

combines quantitative and qualitative data collection techniques in a mixed-

methods fashion. It is the chapter that describes the research design, procedures for 

data collection, processes of analysis and justifies using the methodology. 

The designed research methodology will surely meet the set criteria for behavioral 

economics in incorporating psychological dimensions into economic behavior by 

challenging the traditional models of rational decision-making mistakes. This, in 

strategic management, may prove particularly important and may have major 

impacts on cognitive biases related to the performance of an organization and its 

sustainability in the long run. Thus, cognitive biases have resulted in suboptimal 

choices marked with missed opportunities or costs. 

As a matter of fact, many students have indicated the need to understand cognitive 

biases when making strategic decisions. In his 1957 study, Simon presents limited 

rationality as a theory whereby the cognitive limits of the human mind, the 

availability of information to the decision-maker, and the limited time the decision-

maker has to make the choice define the ability of decision-makers to make 

perfectly rational decisions. 

The idea has further been elaborated in the works of other scholars, like Kahneman 

2011, who focused on heuristics and the incidences of cognitive biases within 

decision-making processes. 

This paper contributes to this growing research stream by investigating the role of 

specific cognitive biases on strategic choices across and within industries. The 

article of Tversky and Kahneman (1986) identifies three broad classes of cognitive 

biases: availability heuristic, representativeness heuristic, and adjustment and 

anchoring. Traditionally, these biases have been linked with systematic mistakes in 

judgment and choice. 
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The mixed-method approach may allow deeper analysis to add breadth and depth 

to the understanding of cognitive biases in strategic management. This is also 

aligned with the suggestions of many researchers such as Creswell (2009) and 

Teddlie and Tashakkori (2009) who have called for an integration of quantitative 

and qualitative methods to get comprehensive insights into complex phenomena. 

 

 

4.2 Research Design 

It therefore follows a sequential explanatory mixed-methods design wherein the 

quantitative phase is first conducted, followed by the qualitative phase. It allows 

quantification of the prevalence of cognitive biases among managers in the first 

instance and delving deep into the mechanisms and contexts those biases operate 

in. Nowadays, designs of mixed-methods studies are more popular because they 

give insights into complex phenomena that single-method studies cannot provide. 

This sequential explanatory design follows recommendations such as those by 

Greene et al. (1989), who "contend this is especially appropriate where the 

researcher wants to use qualitative data to elaborate on quantitative findings." A 

design that also reflects the principles of triangulation, which, according to Denzin 

(1978), means combining multiple data sources and methods to strengthen the 

validity of the conclusions. 

 

Quantitative Phase 

 

A cross-sectional survey for quantitative data collection was administered to a 

sample population of managers. In drawing samples of managers, it used stratified 

random sampling so that samples would be representative of the various sectors and 

levels of management. This follows from arguments such as Cochran 1977 and Kish 

1965 on the use of representative sampling in survey research advanced by Sekaran 

& Bougie 2010. 

Hence, stratification into the type of industry and company size became the basis 

of stratification, considering the diversity in the business landscape. This basis was 

carried out from the findings of research that stipulate different industries and sizes 

of companies face different challenges and decision-making sets. 
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This survey instrument is designed based on established measures of cognitive 

biases in decision-making by Lichtenstein & Fischhoff 1977 and Kahneman & 

Tversky, 1984. 

Development and validation of the survey instrument followed recommendations 

by DeVellis, 2017 for the development and validation of scales. 

The major sections of the survey instrument were: 

Demographic data: participants' age, gender, industry sector, organizational size, 

and years of managerial experience. These variables were identified with the aim 

of delineating the profile of the sample. Previous research has stated that 

demographic factors can modulate the susceptibility to some cognitive biases. 

In fact, studies indicate that age may influence decision-making practices: a more 

mature manager might be more sensitive to certain types of bias influences resulting 

from already acquired experience throughout the years. On the other hand, there is 

also studied the potential influence of gender in decision making; women and men 

appear to be variously biased against or in favor of decisions. 

Industry sector was added as a variable for research, for example, the work of 

Porter, 1980, has demonstrated that the various industries are subject to special 

kinds of competitive pressures and strategic problems. Organizational size was 

included because larger organizations may have more intricate decision-making 

structures than smaller firms do. This view is in congruence with the structure of 

Chandler 1990. 

Prior managerial experience in years was measured. This agrees with studies such 

as Hogarth, 2001, which shows experience can both alleviate and augment certain 

cognitive biases. Self-reported frequency of experiencing cognitive biases: 

Participants rated on a Likert scale how often they experience common cognitive 

biases. The approach followed many researchers such as Fischhoff et al. (1978), 

who have probed awareness using self-report measures. 

Items measuring a number of the more well-known cognitive biases discussed in 

the literature, such as confirmation bias, anchoring effect, and availability 

heuristics, are shown below. The respective references are Nickerson (1998), 

Tversky & Kahneman (1974), and Tversky & Kahneman (1973). 

Scenarios explaining biased decision-making behavior: A series of scenario cases 

were developed with the intention to trigger biased thinking. In this, the approach 
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at hand extends Bazerman and Moore (2009), who show the power of the scenario-

based approach to uncover biased thinking propensities among managers. 

These scenarios were developed based on real business cases. This is a 

recommendation of researchers, such as Schwenk 1984, in enhancing decision-

making contexts by capturing more realism. Scenarios used were relevant to 

investment decisions, risk assessment, and strategic planning, where cognitive 

biases have more often been demonstrated. 

It used some reverse-coded items and kept the respondents anonymous during the 

survey to reduce the risk of social desirability bias. In addition, it has taken 

appropriate steps to avoid common method variance based on suggestions given by 

Podsakoff et al. (2003). 

Finally, several techniques were used to make the questionnaires as interesting as 

possible to the respondents, while minimizing fatigue. These included the use of 

simple expressions and similar expressions, the use of visual aids wherever 

possible, and logical flow from one set of questions to another according to Dillman 

et al. 2014. 

 

Qualitative Phase 

 

The quantitative phase was followed by the qualitative phase, in which some of the 

survey respondents were interviewed. The qualitative part will allow rich contextual 

details regarding managerial decision-making processes and precisely how the 

cognitive biases present themselves in the real life setting. This approach adhered 

to the precept of the grounded theory methodology by Glaser and Strauss (1967): a 

theory should be developed from the data analysis rather than set out to test 

preconceived hypotheses. 

As such, appropriate interview protocols were designed to explore in greater detail 

specific biases and their strategic consequences based on the results obtained from 

the quantitative phase. An interview guide covering several key areas was used: 

Recent strategic decisions made by the manager: Based on the recommendation of 

researchers such as Isenberg in his 1986 study to study processes of decision-

making in context, participants were asked to describe recent important decisions 

they had made. 
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Influencing factors on these decisions: Influenced by all the factors which impinged 

on their decision-making, participants were invited to comment on organizational 

culture, team dynamics and external pressures. This supports Mintzberg et al.'s 

(1976) assertion that managerial decision-making is influenced by a range of 

factors. 

Self-awareness of the occurrence of biases in decision-making: Grounded on the 

seminal work of Bazerman and Moore (2009) that stated the awareness of the bias 

is a step toward the moderation of the bias itself, questions were developed related 

to the self-awareness by managers of the presence of cognitive biases. 

Strategies employed to overcome cognitive biases: Respondents were asked to 

identify techniques or strategies they employed that helped diminish biases in their 

decisions. This bases its justification on findings by Kahneman (2011) that some 

strategies might overcome such biases. 

The interview protocol included open-ended questions, allowing emergent themes 

and unexpected insights, which were suggested by researchers such as Spradley in 

1979. These were audiotaped and later transcribed verbatim for thematic analysis. 

This is supported by suggestions from a variety of researchers such as Kvale (2007), 

who consider that verbatim transcriptions allow the data to be maintained. 

The reliability of the interviewers was guaranteed through training sessions and 

checks to establish agreement as suggested by Miles and Huberman (1994). For 

validity's sake, we did some member checking where we shared our preliminary 

findings with the participants and invited feedback so that our interpretations were 

not only right but also true. 

In both phases of the research, a reflective process was applied, approaching 

continuous processes of re-checking assumptions and any possible biases, as 

suggested by such authors as Denzin and Lincoln (2011). 
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4.3 Data Collection and Analysis 

 

Data Collection 

 

In this study, data collection occurred through two major approaches: 

questionnaires and interviews. Both have been selected for the breadth and depth 

of data. Recommendations by various researchers, such as Creswell and Plano 

Clark (2018), advise the use of mixed-methods approach(es) in organizational 

research. 

The targets for the questionnaires will be a wide variety of managers with diverse 

backgrounds operating in finance, health care, technology, and other manufacturing 

industries. This shall be essential in eliciting wide responses with respect to the 

influence of cognitive biases on managerial decision-making. This is important 

regarding industry choice, following research by Porter 1980, who contends that 

industry-type variables must be considered when conducting strategic analysis. 

 

This agrees with suggestions by various researchers such as Sekaran and Bougie 

2010, who note that representative sampling across these diverse sectors allows for 

improved generalization of the results. Since the study cuts across different 

managers within various industries, it reflects the complexity of decision-making 

processes in varied business environments, therefore mirroring diversity in a 

modern corporate landscape. 

 

 

Survey Distribution 

 

It was designed in consultation with, and based on inputs from, key stakeholders 

experts, and academics specializing in the fields of organizational behavior and 

decision sciences. This approach is supported by recommendations such as those of 

De Vaus, 2014, who states that subject matter experts should be involved at the 

design stage of questionnaires if content validity can be achieved. 

The online survey was shared using platforms such as LinkedIn and direct email. 

This can be considered to be a multi-channel approach, which is in line with the 
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assertion made by Dillman et al. (2014) that the use of multiple modes of 

distribution results in higher response rates, with a wider chance of reaching more 

people. 

This survey consists of five parts, each focused on one cognitive bias and one aspect 

of decision-making.  

1. Demographic data - Participants will be asked about age, gender, industry sector, 

organizational size, and length of managerial experience. Such variables have been 

selected because some studies suggest that demographic factors can influence 

susceptibility to certain cognitive biases. 

 

2. Cognitive biases: The items in this section measure how often managers think that 

they experience, or witness others experiencing various forms of cognitive biases: 

confirmation bias (Nickerson, 1998), anchoring effect (Tversky & Kahneman, 

1974), availability heuristic (Tversky & Kahneman, 1973). 

 

3. Strategic decision-making processes: Items in this section address how managers 

go about making major decisions, such as their use of data, reliance on intuition, 

and the seeking of or consideration of alternative perspectives. 

 

4. Organizational behavior: This part reflects the culture and dynamics of the 

organization that may influence decisions and hence reflects research into 

organizational factors affecting managerial behavior by authors such as Mintzberg 

et al. (1976). 

 

5. Open-ended questions allow the respondents to provide elaborate experiences and 

views about a problem, and they yield quite a lot of qualitative data that can be 

subjected to thematic analysis. Indeed, according to the advice of authors like 

Spradley (1979), the open-ended question may yield patterns and themes that could 

otherwise not have been foreseen. 

 

This is because the questionnaire was produced in Google Forms-so it would be 

easy both to distribute and compile. This decision is based on findings by Crawford 
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et al. (2001) that have indicated well-placed online survey software as one clear 

path to increasing response rates and enhancing data quality. 

This provided quantitative data through the Likert scale, which measured extreme 

polarization to ascertain whether the managers strongly disagreed or strongly 

agreed with the influence that cognitive biases have on their decisions. A scale of 

this nature is supported through work such as DeVellis' 2017 work; it has been 

claimed that a Likert scale provides a tradeoff between precision and easiness. 

These will be supported by open-ended questions to provide qualitative data on 

thematic analysis and contextualizing the survey responses. The approach is, 

therefore, informed by recommendations, such as by Creswell and Plano Clark 

(2018), who believe that a combination of quantitative with qualitative provides 

comprehensive insights into complex phenomena. 

 

Interview Methodology 

These questionnaires were supplemented by deep semi-structured interviews with 

a limited number of managers. This qualitative element will try to establish the 

experiences and perceptions of the managers concerning the cognitive biases 

recommended by great academics like Denzin and Lincoln 2011. 

The participants of the interview were sampled based on purposeful sampling 

techniques, which ensured that there was a maximization of high variability 

concerning the survey responses. Therefore, the approach reflects research done by 

Morse, 2007, who argues that one selects the case in a manner that maximizes 

variation to provide rich and more informative data. 

The development of the interview questions is based on the findings of the 

quantitative phase and allows for the exploration of specific biases and their impacts 

on the strategic decision-making process in a focused manner. This iterative 

approach herein between quantitative and qualitative phases takes into 

consideration recommendations from such researchers as Greene et al. (1989), who 

advocate for sequential mixed methods designs. The interviews were conducted 

either face-to-face or, when preferred, through video conferencing media such as 

Zoom. This flexibility reflects the work of Hine, who says that digital methods are 

good alternatives, in particular to traditional face-to-face interviews when the 

circumstances of a project require data gathering at a distance. 
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Each interview lasted approximately 15 minutes, which gave enough time to 

elaborate on the process of decision-making and cognitive biases. Duration is an 

indication of research carried out by Kvale, 2007, in suggesting that longer 

interviews can tend towards data completeness and more detail. 

These interviews followed a flexible protocol allowing for probes and further 

investigation of emergent themes. Indeed, Miles and Huberman (1994), among 

other researchers, support a semi-structured approach on the basis that flexibility 

during interviewing is often conducive to capturing complex phenomena. 

Zoom Video Communications was selected for the interviews because of its high 

recording quality in terms of audio and video. This is supported by the findings of 

O'Connor et al. (2017) which discuss how technological enhancements, advancing 

the opportunities to conduct interviews remotely as part of a qualitative research 

approach. 

To enhance data quality, active listening techniques during interviews were used as 

recommended by researchers such as Kvale 2007: eye contact, nods, and verbal 

prompts encouraging participants to elaborate further. 

 

Data Analysis 

The information that will be obtained from surveying and interviewing will, 

therefore, be analyzed in two respective stages through the mixed-methods 

approach advocated by Creswell and Plano Clark (2018), among other researchers. 

 

Quantitative Analysis 

Quantitative data from the survey were analyzed with the help of software Excel. 

The descriptive statistics outline the frequency and magnitude of cognitive biases 

among the respondents so that an idea can be formed about the prevalence of 

various biases in managerial decision-making. 

The research will, therefore, use correlation analysis to study how individual factors 

of cognitive bias relate to decision outcomes such as risk aversion and strategic 

positioning. This is supported by recommendations of researchers such as Hair et 

al. (2010), who argue that important patterns may come forth using the method of 

correlation analysis in organizational behavior. 
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The quantitative test also provided an exploration of specific biases that are more 

salient for certain industries or types of managers, reflecting Hogarth's 2001 study 

on how experience and industry may affect decision-making processes. 

 

Qualitative Analysis 

Qualitative data were provided through open-ended responses and interviews on 

which thematic analysis was conducted. While doing so, the information should be 

coded to identify common themes and patterns associated with cognitive biases and 

decision-making. Recommendations suggested by Miles and Huberman 1994 on 

such an approach are followed in this process. More precisely, some of the themes 

that were developed include overconfidence during project planning and anchoring 

while negotiating. This agrees with the thoughts of Glaser and Strauss (1967) when 

they noted that thematic analysis might make apparent concepts and processes 

accounting for qualitative data. 

Therefore, overall, the quantitative findings provided some understanding, while 

the qualitative findings gave depth and context to those. These ranged in magnitude 

from the prevalence of specific biases to the nature of their impact on decision-

making processes. This mixed-method approach, therefore, provides an overall 

understanding of how cognitive biases manifest across diverse managerial contexts 

and hence provides an integral contribution to the field of behavioral economics 

and organizational strategy. 

Throughout the analysis, checks on reliability and validity were conducted. In the 

case of thematic coding, for instance, agreement checks were made following 

suggestions by various researchers such as Miles and Huberman (1994). Further, to 

check the accuracy and resonance of the interpretations, member checking was done 

through preliminary findings shared with the participants and feedback elicited. 

It is a triangulation approach, as it combines quantitative and qualitative analyses 

supported by such researchers as Denzin to enhance the credibility and 

generalizability of the findings in this study. The methodology is thus designed to 

increase information on cognitive biases in strategic decision-making in breadth 

and depth to make useful contributions to organizational behavior, the decision 

sciences, and strategic management. 
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Chapter Five: Findings 

 

5.1 Identification of Prevalent Cognitive Biases in Managerial Decision-Making 

 

The results of the survey showed deep insights into how cognitive biases are 

widespread in the managerial decision-making process and across industries. The most 

profound biases detected by the survey were overconfidence bias, confirmation bias, 

and anchoring bias. The evidence of these findings is supported by earlier studies in 

behavioral economics and strategic management done by Simon Turner (2020). 

 

A fair number of the respondents did report overconfidence as a common factor in 

their choices, as Kahneman and Tversky documented in their seminal work when they 

first identified this particular bias. This was reflected in responses where managers 

constantly seemed to be overestimating their ability to predict business outcomes even 

when faced with a very high degree of uncertainty. One respondent commented, "I am 

sure that the move I make will result in what I am looking for as output." Indicating 

the general trend of strategic decisions overconfidence. Now, that is quite interesting 

considering research on over-optimism in executives' predictions concerning neglect 

of base rates and overreliance on inside information in the conduct of Russo and 

Schoemaker 1992. 

 

The effects on organizational performance are more important than the extent 

overconfidence bias prevails in managerial decision-making. Overconfident managers, 

according to Bazerman and Moore (2008), are ready to engage in riskier activities 

including ill-informed mergers and acquisitions or ambitious development plans. 

Other studies such as Malmendier and Tate (2005) suggest that CEO overconfidence 

may lead to suboptimal investment decisions that will hurt firm performance. 

 

Anchoring bias happened to be one of the main driving factors in situations that 

required negotiation and financial forecasting. Many of the respondents corroborated 

the fact that their decisions used to depend a lot on the initial figures and/or information 

provided to them at the beginning, which is very emblematic of anchoring bias. These 

results are in concert with the work of Tversky and Kahneman, who in 1974 
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demonstrated that, in decisions involving uncertainty, people have a predisposition to 

give too much weight to the first piece of information received. Interestingly, 

Northcraft and Neale had shown in their 1987 experiment that anchoring effects 

showed up in judgments even when respondents were explicitly aware that the initial 

anchor was irrelevant. 

What's more, the survey responses showed that anchoring bias most often appears in 

organizations in very subtle forms. According to one participant, for example, "In 

budget planning, my team always centers a great deal of attention on what was spent 

last year, even if market conditions are now very different." This is consistent with the 

conclusion of behavioral finance studies that historical numbers are often used as an 

anchor when forecasting financial performance, resulting in poor forecasting. 

It follows that anchoring bias is pervasive in managerial decision-making, which has 

important implications for strategic planning and resource allocation. Thaler 

documented how organizations can reduce the effects of anchoring through strategies 

such as "pre-mortem analysis," whereby teams imagine a project has already failed 

and work backward to identify where they might have gone wrong. This will let 

managers avoid overdependence on historic data or early estimates. 

The consequences of these results, therefore, are that managerial decision processes 

have strongly ingrained cognitive biases. The way companies recognize and apply 

ways of controlling such impacts will help create a step improvement in the quality of 

strategic decisions, and generally improved performance. Future studies might attempt 

to create strategies reducing bias for managerial environs, which could thus offer more 

efficient strategic management tools. 
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5.2 Impact of Cognitive Biases on Strategic Decisions: Empirical Analysis 

 

The research gave very rich qualitative data on how cognitive biases deeply influence 

strategic choices, especially under high-stakes conditions. The findings give strong 

support to the hypothesis that cognitive biases, among other factors, significantly 

shape managerial decision-making processes, often leading to less optimal outcomes. 

This was also consistent with the literature on behavioral economics suggesting that 

cognitive biases may have a strong impact on professional decision-making. 

One of the managers provided a very important example of how initial judgments 

based perhaps on overconfidence or a heuristic bias lead to passing up an opportunity 

or making suboptimal outcomes. The manager recalled: "I refused to work with an 

insolvent company without considering that the required financial coverage was 

already entirely available." This little story can be used as an example of "loss 

aversion," described by Kahneman and Tversky in their seminal prospect theory. Loss 

aversion is therefore understood to imply that for individuals the pain generated by 

losses outweighs the pleasure generated by gains; this leads to risk aversion in the 

domain of gains and to risk seeking in the domain of losses. 

This behavior is consistent, for example, with the findings of Barberis et al. (1998), 

who show that loss aversion may result in conservative choices in business. Such 

conservatism may take many forms, including reluctance to invest in new technologies 

or to enter new markets, and therefore slow organizational growth and innovation. 

This is also a good illustration of the "availability heuristic," whereby managers' 

opinions of the likelihood of an event rely on the simplicity with which instances come 

to mind. The manager's original judgment could have been unduly influenced by 

dramatic memories of past failures with insolvent companies and, hence, was an 

overestimate of the risks. 

The other respondent talked about confirmation bias which became very influential in 

her decision. She showed that there was a tendency to look for information 

corresponding with what she believed, saying, "I try to stick with the data as much as 

possible; however, if they are not giving me a logical solution, then I choose according 

to my idea." This observation by the respondent supports what Nickerson has 

documented to be a widespread occurrence of bias in professional contexts. 

It also coincides with the findings of Klayman and Ha (1987) who showed clearly that 

people test hypotheses in a confirming rather than non-confirmatory manner. 
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This behavior is also a good example of "motivated reasoning," which refers to the 

tendency of individuals to process information in a biased way to reach conclusions 

that support their prior beliefs or values. In organizations, motivated reasoning may 

lead to poor decisions and judgments because managers will tend to interpret data in a 

way to supports predetermined outcomes. That is why there is a need to offer the 

necessary preparation for them. 

The presence of confirmation bias in managerial decision-making has been an 

important factor in organizational learning and innovation. As Argyris 1991 puts it, 

organizations often suffer from "single-loop learning" in which hypotheses are not 

questioned but instead, a search is conducted for solutions that will go with the pre-

existing mental models. Aside from stagnation, the result includes an inability to adapt 

to changed market circumstances. 

 

 

  5.3Organizational Factors Influencing Biased Decision-Making 

 

In this survey, several organizational factors were identified that magnified or 

mitigated the presence of cognitive biases in decision-making. These provided variant 

insights into the complex interplay between individual cognition and organizational 

dynamics. The kind of organizational culture type that either nurtured a bias-enhancing 

or bias-minimizing environment kept cropping up as an emergent theme. This finding 

is in concert with the findings of Schein, 1985 who stated that corporate culture 

impacts organizational behavior and the decision-making process for employees. 

Respondents showed that, in organizations where open discussion and critical thinking 

are encouraged, biases had less pronounced effects. Again, this finding supports the 

concept of "psychological safety" coined by Edmondson, 1999, where feelings are 

uninhibited in questioning assumptions and challenging prevailing views without fear 

of retribution. In organizations where this type of environment exists, a debate culture 

gets nurtured, which, again, has the potential to mitigate groupthink and confirmation 

bias in strategic decisions. 

One of the respondents commented that "data control" mechanisms would decrease 

biased effects. These objective data would possibly balance out some subjective 

biases, such as overconfidence or anchoring. This is in line with Bazerman et al. 

(2002), who stated that structure systems might reduce the effect of a cognitive bias 
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on one's judgment through more systematic information processing. The use of 

objective data also rhymes with the evidence-based management argued by Pfeffer and 

Sutton (2006), which stresses the need to base decisions on empirical evidence and not 

on intuition. 

There were also several recommendations from the respondents on how some 

debiasing techniques, such as the pre-mortem analysis, could be used to moderate such 

one-sided results brought about by cognitive biases. These techniques would in turn 

allow teams to critically evaluate a decision for potential failures before it is taken, 

hence widening their sets and challenging rigidly held opinions. This, therefore, 

supports the work of Klein (2009), where he illustrated that consideration of alternative 

scenarios can improve the quality of decisions by fostering more elaborate reviews of 

possible outcomes. 

One respondent expressed: "Organizations would be better prepared to cope with, as 

well as reduce the influence of, cognitive biases by making their decisions based on 

objective data instead of subjective opinions"; this underlines the role of formal 

methodologies in decision-making. This supports the work of Russo and Schoemaker 

(1992) pointing out the role of decision support systems in overcoming the adverse 

impact of cognitive biases in managerial decisions. 

In addition, the results showed that leadership may be a significant factor in 

determining the organizational outlook on mitigating bias. Leaders who encourage 

critical thinking and welcome minority opinions foster an environment less susceptible 

to groupthink and confirmation bias. This is consistent with Nemeth et al.'s research, 

which maintained that true dissent could lead to higher levels of creativity and better 

decisions. 

On the other hand, the respondents felt that the organizations would have hugely 

reduced the effects of cognitive biases in decision-making if there were training 

programs that occurred regularly. This recommendation finds support in Kahneman et 

al. (2011), who felt that education can be one of the main means for improvement in 

judgment and decision-making skills. These training programs may also incorporate 

methods such as "consider-the-opposite" suggested by Lord et al.  (1984) requiring the 

individual to engage his mind in thinking through how a case for the opposite side 

might be constructed. 
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This survey also took into consideration a so-called "devil's advocate" approach and 

found that firms utilizing this approach tend to make better strategic decisions. This 

would point to support the general work of Charlan Nemeth (1986) who hypothesized 

that minority views can offer certain advantages in creative problem-solving and in 

reaching better decisions. Such techniques would also meet the idea of "red teaming" 

proposed by Hoffman, in which groups are charged with debating against plans that 

have been drafted to find weaknesses and confirmatory bias. 

Finally, diversity within the teams of organizations was raised as a potential moderator 

for the effects of cognitive bias. This agrees with the study of Hong and Page, 2004, 

who showed that cognitively diverse groups make better decisions because their 

members' different perspectives allow them to take into consideration a wider range of 

options. This therefore means that diversified organizations may gain advantages 

through the minimization of groupthink, enhancement of critical thinking, and hence 

making the strategic decision-making process stronger. 

Findings from this survey, however, underlined how organizational size and 

complexity were reflected in the variability of strategies to mitigate bias. For instance, 

it was reported by the respondents that in larger organizations, there were more 

significant barriers to the successful use of techniques for debiasing because of 

bureaucratic inertia and siloed decision-making structures. This surely supports the 

contention of Mintzberg 1979 in identifying structural barriers to effective decision-

making in large organizations. 

In contrast to the larger firms, it was identified that the smaller ones were much quicker 

in integrating the state-of-the-art debiasing techniques by instituting open channels of 

communication. Again, this reflects the work of Eisenhardt 1989, who had identified 

that the pace of decision-making is quicker in smaller firms due to a reduction in the 

layers of bureaucracies. 

Finally, the hypothesis suggested that organizations operating in an extremely 

competitive environment would apply innovative debiasing strategies more 

effectively. The point above has been supported by the study of Porter, 1980, who 

maintained that complexities within the environment force organizations to innovate 

and adapt. 

Lastly, it came out that the organization with a high level of ethical culture employs 

more sophisticated bias mitigation strategies. This supports the finding of Treviño et 

al. (1998), that effective ethical leaders positively impact their organization's culture 
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and decision-making process. Another possibility is that organizations embedded in 

ethical environments are more adept at looking back into their own biases and taking 

the necessary remedial action to reduce their influence on strategic decisions. 

The empirical analysis underlines one more time the complicated interaction of 

individual cognition and organizational factors that set taut in biased decision-making 

processes. If suitably recognized and addressed with proper strategies, these factors 

could enhance the quality of strategic decisions and the overall performance of 

organizations. Further research might develop techniques of bias reduction that are 

specifically tailored to particular organizational contexts; this may yield effective 

strategic management practices. 

The study, therefore, strongly underlines the organizational relevance of constant 

training and education programs in raising awareness of the existence of cognitive 

biases and their impact on decision-making. Such training, as Bazerman et al. (2002) 

said, could be described as teaching managers "to recognize and overcome the 

common biases" and to make more objective and effective strategic choices. 

These findings also point out how organizations can benefit from more formalized 

approaches to decision-making, such as the "six thinking hats" technique developed 

by De Bono (1985), in which individuals are asked to consider a problem from 

different perspectives. The use of such techniques will help to offset the cognitive 

biases of the environment by making the scrutiny of information more systematic and 

balanced. 

This case finally brings into sharp focus the establishment of psychologically safe 

environments within the organizations, as called for by Edmondson, 1999, where 

people would not hold back from raising questions and challenging assumptions from 

the prevailing wisdom. This culture could lead to increased debate and critical 

evaluation of strategic proposals, with an associated undermining of the impact of 

cognitive biases on decision-making. 
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Chapter Six: Discussion 

 

6.1 Theoretical Implications 

 

This paper represents great theoretical importance both for behavioral economics and 

strategic management in terms of cognitive biases that influence decision-making. Its 

findings confirm and extend the theories of Nobel laureates Daniel Kahneman, Amos 

Tversky, and Herbert Simon by further confirming that very rarely does decision-

making within organizations become fully rational and unhindered by distortion. 

 

Overconfidence Bias 

Another very pivotal cognitive bias appearing to have been observed in the present 

study was overconfidence bias. This is quite consistent with Russo and Schoemaker 

(1992), who strongly state that overconfidence results in poor choice in strategy. The 

result of the survey shows that many managers overestimate their ability to predict 

outcomes of the businesses, hence an indication of overconfident faith in their 

decisions, even when situations appear highly uncertain or complex. For example, one 

manager responded: “I often have to make decisions with a high degree of confidence 

but with limited data or uncertain data.” 

This tapers to the key theoretical implication: overconfidence in managerial decision-

making persists despite an increasing platform of knowledge underlining critical 

reflection and caution. Overconfidence can thus lead to missed opportunities or risk 

factors because "overconfident CEOs view their firms' growth options as more 

valuable and over-invest" (Malmendier and Tate, 2005)-an effect that has very 

negative organizational consequences. This theory is further confirmed by the findings 

of this study, showing that overconfidence is present not only among CEOs but also at 

varied managerial levels within different industries. 

 

Anchoring Bias 

Another key finding was anchoring bias, particularly in activities such as financial 

forecasting and negotiations. Tversky and Kahneman (1974) developed the concept of 

heuristics and biases, where people give excessive weight to their first piece of 

information about a subject and fail to consider other more relevant data they may get 
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later. In their questionnaire, several managers admitted that, even when more data was 

available, the first figure or piece of information in the set had a disproportionately 

large influence on their decisions: "It is also hard for me to move away from the first 

offer during a deal negotiation, even when the price does not reflect the final value of 

the agreement." 

This empirical evidence gives the original theory of Tversky and Kahneman 

substantial support by reinforcing the idea that anchoring will result in biased decisions 

across simple pricing decisions to strategic planning. Decision-making theoretical 

models are often based on a hypothesis that with increased information, managers will 

change their judgment. These findings suggest that the initial information possesses 

disproportionate weight, which again is the phenomenon that challenges rational 

models of decision-making. 

 

Confirmation Bias 

Confirmation bias was also established, where the managers sought to gather 

information that supported their view and failed to recognize or to put less significance 

on the contradicting data. This leads directly to the fact that Kahneman 2011 discusses 

in his work, Thinking, Fast, and Slow: that people naturally like to be informed by 

knowledge that reassures them about their current beliefs rather than challenging them. 

Confirmation bias sets in when people either are involved in an issue or have a vested 

interest in the outcome that is anticipated. For example, one respondent said: "I like to 

find information that confirms my strategy because it shows me proof that I am on the 

right track." 

The findings confirm not only the theoretical foundations of confirmation bias but also 

extend its scope of applicability to strategic management. Whereas most early 

literature on confirmation bias focuses on the level of individual decision-making, this 

study indicated that such biases are pervasive in organizational contexts too, which are 

likely to lead to flawed strategic decisions due to systematic ignoring of data that 

induce dissension. 

 

 

 

 



pg. 63 
 

Prospect Theory and Loss Aversion 

The present study also supports the prospect theory, especially the aspect of loss 

aversion argued by Kahneman and Tversky (1979). It was observed that the managers 

in many instances indicated loss aversion, where the tendency to avoid losses is 

considered despite the potential gain that may be larger than the loss. This was 

observed especially in making decisions on expanding to new markets and making 

investments, whereby most of the respondents declared a preference for a cautious 

manner probably because of the fear of failed investments. One respondent stated: "I 

try not to make sharp strategic moves. The risk of failures, for me, is bigger than 

benefits in that respect." 

This result is consistent with the fundamental postulates of prospect theory, wherein 

actors are loss-averse and inherently will be more sensitive to potential losses than 

symmetrical gains. A powerful theoretical framework centered on rational choice 

would therefore predict that managers should value their risks and rewards 

symmetrically, yet this empirical evidence speaks directly to the view that 

psychological factors such as loss aversion distort such strategic decision-making. 

 

Bounded Rationality and Organizational Decision-Making 

This paper contributes to bounded rationality theory as proposed by Herbert Simon 

originally in 1957. The results indicate that, quite often, managers are faced with 

uncertainty and/or problems of bounded information, which restrict the making of 

completely rational choices. Rather, heuristics and cognitive shortcuts, such as 

overconfidence and anchoring, guide complex decisions. 

Many responses ensued regarding having to make fast decisions on tight pressures, 

where simplifying strategies were adopted instead of in-depth data analysis. As a 

respondent simply puts it: “I go with gut feeling a lot and don't bother to analyze every 

piece of data in a fast-moving decision environment.” 

This shows the bounded rationality of Simon, wherein decision-makers settle for 

satisfactory solutions rather than optimal ones because of cognitive and environmental 

constraints. The results of this study highlight how important it is to recognize the 

limitations of the traditional models of decision-making as most are based on 

assumptions-that is, of the managers' access to all information relevant to their choice 

problems and objective processing of this information. 
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6.2 Practical Implications 

The implications of this research are, therefore, very practical, in particular to the 

interest of those managers and decision-makers and organizations waiting to improve 

their strategic decision-making processes. The identification of the presence and 

impact of cognitive biases like overconfidence, anchoring, and confirmation bias in 

this study allows one to be informed on how such biases can be applied to real business 

situations to improve decision quality and reduce risks associated with biased thinking. 

 

Debiasing Techniques for Managers 

One of the more immediate practical implications is the incorporation of debiasing 

techniques into an organization's strategic planning. The survey revealed that while 

managers were aware of the cognitive biases underpinning their choices, very few tried 

applying strategies to offset those biases. This would be an opportunity for companies 

to institutionalize practices toward making better decisions. 

One could be pre-mortem analysis: popularized by Gary Klein, organizations should 

imagine that a project or decision has already failed and work their way backward to 

identify what could have gone wrong. This process pushes managers to think about 

worst-case scenarios, against overconfidence bias, to reveal potential risks taken for 

granted. For instance, pre-mortem analysis can be used in investment or market entry 

decisions to further question the managers' assumptions about how future outcomes 

will be viewed. 

Equally, red-teaming-assigning a group to analyze and argue against a recommended 

decision can reduce confirmation bias by making the decision-maker consider the 

perspective opposite of his own. The use of red-teaming encourages diversity of 

thought and fosters a more critical, evidence-based approach to strategic decisions. 

Red teaming has already proved quite useful in industries like defense and finance, 

where the stakes are particularly high, but such biases may equally affect other fields. 

These results would suggest that, even though managers are indeed aware that their 

decisions may be biased, they have not yet effectively embedded techniques of 

debiasing into the decision-making processes of most organizations. In other words, 

companies need to train managers about what cognitive biases exist and how these 

techniques can be applied in daily decision-making. 

 

 



pg. 65 
 

Enhancing Data-Driven Decision-Making 

The other critical practical implication that comes out of this research is the need for 

organizations to ensure that data-driven decision-making happens to offset the intuitive 

biases that managers fall upon, particularly when they have to make decisions under 

time pressure. Responses to the survey revealed that, all too often, in the face of 

conflicting or incomplete data, managers revert to intuition and prior experiences. 

While intuition may thus form part of decision-making, over-reliance on intuition 

could foster anchoring and confirmation bias, among other ills, and lead to suboptimal 

decisions. 

For example, one manager mentioned that in high-pressure situations, they would 

prefer to "go with my gut feeling," which is taken as a sign of over-reliance on 

intuition. This again reiterates the need to develop organizational structures wherein 

decisions are not based on individual judgment but on analysis of data points. 

Companies should ensure that managers are given access to reliable data, advanced 

analytics tools, and training on how to interpret the same data. 

Second, the use of DSS-automated segments of a decision-making process lightens the 

cognitive load for managers to think at higher levels of strategy, leaving the tactical 

details to be guided by data. For example, predictive analytics can eliminate some 

biases in financial forecasting or resource allocation by giving recommendations based 

on objectivity and data. 

 

Organizational Culture and Cognitive Biases 

The survey results also bring out the critical role of organizational culture in mitigating 

or accentuating cognitive biases. Groupthink, a result of suppression of divergent 

views either by way of not being encouraged or actively discouraged, was significantly 

higher for managers in organizations with hierarchical structures. This is often the 

result of similar thinking, which hastens biased decisions since managers are less likely 

to challenge prevailing assumptions or question the data that supports the dominant 

perspective. 

On the other hand, where there were organizations that allowed free interaction 

between members of a team and encouraged critical thinking among them, there were 

fewer failures in decisions resulting from bias. The involved decision-makers would 

argue constructively, challenge assumptions, and consider the incorporation of other 

people's ideas and activities that taken together reduce the distortion of judgment 
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produced by confirmation bias. For example, one manager from the more open 

organization disclosed, "Our decision-making process is more collaborative, and we 

encourage team members to critique each other's ideas." A culture such as this could 

be inculcated into the leaders through leadership development programs that 

concentrate on the elements of critical thinking and reflective judgment. 

Companies should, in turn, ensure that diversity in teams can identify blind spots and 

lessen the biases that homogeneous teams would likely overlook. This should be 

complemented by the establishment of formal processes for periodic objectivity and 

strength scrutiny in an organization's decision-making, such as any decision review 

board or strategic audit. 

 

Incorporating Bias Awareness into Leadership Development 

Another practical implication of these findings is the incorporation of awareness about 

cognitive biases into leadership development programs. Since managers have to make 

high-stakes decisions that determine the organizational course, besides training them 

in strategic thinking, they also need to be trained in the recognition and mitigation of 

cognitive biases that might hamper good judgment. 

Definitively, some skills can be developed: analytical thinking, the interpretation of 

data, and the evaluation of risks. Training in biases of cognition distorting each of these 

processes should be incorporated into leadership development programs. For instance, 

courses or workshops in behavioral economics can be included in executive education 

so that prospective leaders would have the capacity to arrive at better-balanced and 

more objective decisions. 

Second, managers can be trained to recognize early signs of bias-overconfidence in a 

team discussion, for instance, or not-so-critical scrutiny of the initial data point-and 

then intervene before these biases affect the major decisions. Organizations that 

integrate Bias Awareness into leadership training are likely to achieve quality 

decisions and improved organizational performance over the long term. 

 

Long-Term Impact on Strategic Decision-Making 

A final and futuristic practical implication of the study would suggest that 

organizations that are actively working toward the mitigation of cognitive biases 

would be best primed to make better-informed, more rational, and hence successful 

strategic decisions. The companies address the biases from both individual and 
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organizational levels, encouraging an objective data-driven adaptive environment of 

decision-making. This, in turn, will lead to even greater resiliency, innovation, and 

competitive advantages in the marketplace once these new ways of integrating 

cognitive bias mitigation strategies into daily operations are better internalized. 

 

6.3 Limitations and Future Research Directions 

The above valuable explorations into the cognitive biases of managerial decision-

making need to be accommodated by an acknowledgment of the limitations of the 

present study and suggestions for future research. Such limitations do not belittle the 

importance of the results but would rather constitute a stepping stone toward further 

inquiries into a more fine-tuned presentation of the theories and practical application 

presented herein. 

 

Limitations of the Study 

1. Sample Size and Generalizability 

One of the limitations, which is critical, involves the sample size. Even though this 

survey captured a good variation of managers across various industries, it was not of 

large enough size to boast generalizability. Hence, conclusions derived from this 

research cannot be said to be representative of the greater population of managers and 

decision-makers in or around all sectors or geographic locations. For example, the 

process of decision-making in heavily regulated industries, such as healthcare and 

finance, is less likely to fall prey to cognitive biases, while those fields in which much 

latitude may exist at making decisions, like technology or start-ups, are more likely. 

Thirdly, the majority of the respondents belonged to certain industries; therefore, the 

general applicability of such findings would not hold across the board in other sectors 

that may be typified by different managerial cultures or differing dynamics on how 

decisions are conducted. Therefore, further research can extend this by using a larger 

and more diverse sample composition drawn from wide-ranging industries, managerial 

functions, and organization types. In such a position, the researchers are in a better 

position to test whether the prevalence and impact of cognitive biases vary 

significantly across contexts and managerial hierarchies. 
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2. Cross-sectional Nature of the Study 

The research design for the current study was cross-sectional, meaning data is 

collected at one point in time. Such an approach, while very useful in providing a 

snapshot of the cognitive biases in the managerial decision-making process, does not 

permit an examination of how such biases may change or ebb and flow over time. Such 

external factors as alteration of the market, organizational change, and personal 

experience may impact an organization's decision-making. The factors themselves 

may also continue to shift over time. 

The longitudinal study will help in better understanding the changes in cognitive biases 

based on organizational learning, pressure from the environment, and tenure of 

managerial experience. For instance, over time, managers may either become more 

conscious of their cognitive biases and devise strategies to cut down on them, or vice-

versa, they may also become more biased as they get confident with perceived better 

decision-making abilities. Future research might utilize how managers' decision-

making processes are tracked over a prolonged period to examine how changes in 

cognitive biases come about and what might cause such a change. 

 

3. Reliance on Self-reported Data 

Another limitation is that the survey relies on self-report data. While self-reporting 

surveys are the best possible avenue for subjective information about perceptions at 

the individual level and reporting behavior, there is indeed inherent bias in response. 

For example, it is possible that managers may not always be aware of the biases that 

affect their decisions or that they may be quite unwilling to admit certain biases, such 

as overconfidence and confirmation bias. This may occasion the bias of social 

desirability, where the subjects present themselves as better than they may be in real 

life. 

Future studies may consider this limitation by using a mixed-method approach that 

involves both self-reported data and observational studies, behavioral experiments, or 

case studies where managerial behavior is externally and objectively assessed. It is 

only by considering such self-reported perspectives in combination with objective data 

that one can present realistic and wholesome insights into how cognitive biases unfold 

during real-world decision-making. 
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4. Context-specific Findings 

This research focused therefore on strategic decision-making, which generally entails 

long-range planning, high-level decisions, and complicated judgments about risk. The 

findings are highly relevant in this setting. That is to say, they may be less relevant in 

other forms of decision-making, like operational or tactical decisions, which are often 

routine and less affected by cognitive biases. 

This is because future research may also look at how cognitive biases work across 

different types of decision-making contexts, such as operational or tactical decisions 

that are driven by more routine and structured processes. Anchoring or availability 

heuristic biases may still prevail in these contexts, but not as manifest as in strategic 

decisions, which are usually surrounded by great uncertainty and long-term impact. 

Other promising areas of future research might relate, for example, to the study of the 

role of cognitive biases in crisis decision-making, where managers might be 

particularly hard-pressed by a linkage of high pressure and low time, therefore 

magnifying such biases as overconfidence or loss aversion. 

 

Future Research Directions 

Considering the above limitations, some of the potential future research directions that 

can provide more insights into cognitive biases in managerial decision-making are 

discussed below. 

1. Debiasing Techniques 

While the present study discussed several debiasing techniques, such as pre-mortem 

analysis and red-teaming, future studies can try to empirically test the efficacy of these 

techniques in organizational settings. Experimental studies may be designed that 

identify which debiasing strategies are most effective for specific biases. For example, 

an experimental study can compare the effectiveness of pre-mortem analysis to 

traditional risk assessment in reducing overconfidence in decision-making. 

2. Longitudinal Cognitive Bias Awareness Studies 

As mentioned earlier, this study's cross-sectional nature limits our knowledge 

concerning the shifting of cognitive biases over time. Future research might pursue a 

longitudinal design in which researchers track changes in managers' cognitive bias 

awareness and their utilization of strategies to debris over time. This is because a 

longitudinal study of the managers would provide valuable insights into how biases 
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become more prevalent or less over time, due to experience, organizational learning, 

and changes in market conditions, as well as the efficacy of various interventions to 

reduce the biases. 

 

3. Organization Culture's Impact on Bias 

This study has identified that the organizational culture significantly interacts to either 

dampen or enhance cognitive biases. Future research could focus on how different 

facets of organizational culture, such as structuring, openness to dissent, and diversity 

of thought make a difference in the likelihood of biased decisions being taken. Cross-

industry, cross-organization size, and cross-geographical comparative studies could 

form rich narratives on how culture influences the processes and outcomes of making 

decisions. 

 

4. Cross-Cultural Comparisons 

Traditional approaches to cognitive biases, therefore, take place in a single cultural 

context. However, manifestations may vary across cultures. Cross-cultural studies 

might be conducted by examining how managerial decision-making could be 

influenced due to cognitive biases across countries and cultures. For example, the way 

risks may be perceived or dealt with could be decidedly different between the West 

and the East, leading to different manifestations of biases such as aversion to loss or 

framing effects. A common ground for such a study could be a comparison of how 

cultural norms and values affect cognitive biases in making decisions. 

 

5. Integration of Emotional and Psychological Factors 

Although this research has focused on the areas of cognitive biases, the potentiality of 

further research in the interaction of emotions and psychological stress and cognitive 

biases in managerial decision-making is great. Most times, particularly in high-stakes 

situations, emotions such as fear or excitement come into play regarding the way 

decisions are made. Looking at how emotional states interact with cognitive biases can 

help in further understanding why managers make specific decisions under pressure 

and how training in emotional intelligence can reduce bias-driven mistakes. 
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6. Technology and Artificial Intelligence in Decision Making 

The increasing use of artificial intelligence and decision-support systems in 

organizations creates a very interesting area for further research. The respective studies 

may try to answer the question of how AI-driven tools influence cognitive biases in 

decision-making and in which direction. For example, AI systems could contribute to 

a general reduction of human bias by proposing data-driven insights; at the same time, 

there is also the threat of algorithmic biases distorting the outcome. Research can be 

done on how to develop AI tools that would support the managers in reducing cognitive 

biases and be unbiased themselves. 
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Conclusion 

The intersection of behavioral economics and strategic management, therefore, at this 

last stage of the thesis, can project a confluence point that is not a matter of curiosity 

but rather one that could meaningfully improve the way organizations decide upon a 

course of action. Throughout this study, I have navigated how cognitive biases-

overconfidence, anchoring, and loss aversion have fundamental roles in influencing 

managerial choices. Each of these biases constantly makes decisions, evading the path 

of rationality that may lead to real-life consequences regarding the success of a firm. 

Amazingly enough in some respects, alarmingly amazing are the ways our minds can 

play tricks on us, even when we are sure we are being logical. 

Of course, not all is lost. Fortunately, since these biases are identified, organizations 

can make a conscious effort to improve their decision-making practices. I have 

indicated various pragmatic suggestions, such as introducing techniques for de-biasing 

and encouraging open discursive approaches to decision-making. Getting managers to 

think about their thought processes and bringing multiple perspectives into their 

thinking can make a difference. It is a matter of creating a climate in which challenging 

assumptions are not only acceptable but even celebrated. 

 

In other words, behavioral insights into strategic management are not abstract but very 

tangible, game-changing factors in any organization that wishes to survive and prosper 

in an extremely complicated and fluid environment. It is when organizations can 

integrate the weirdness of human behavior into their corporate decisions that they are 

truly capable of making more informed and intelligent decisions, with really large 

payoffs. I just hope that as we embark further into the future, this research encourages 

further exploration and discussion in this exciting field, therefore opening up doors to 

new modes of innovative approaches toward management. After all, how we think, 

and act holds the key to knowing our human potential as business decision-makers. 

Let me conclude with the words of the economist Dan Ariely, who said, "We are not 

as rational as we think we are." This is a reminder of how important it should be, to 

realize that cognitive biases have a strong impact on our decision-making processes 

and how these influence also the need for organizations to use strategies that take into 

consideration these psychological factors to improve their strategic management 

practices. 
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