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Abstract. This article critiques established paradigms of managerial decision-making by integrating
insights from behavioral economics and cognitive psychology. Through a systematic literature
review and empirical analysis, we explore the limitations imposed by the conventional rational
model and propose a more nuanced framework that incorporates emotional and social influences on
decision-making processes. Our findings challenge the orthodoxy of rationality in management
theory, suggesting a paradigm shift towards understanding decision-making as inherently bounded
and influenced by a myriad of contextual factors. The implications for management practice and
academic inquiry are profound, paving the way for more holistic approaches to understanding
managerial behavior.

Keywords: managerial decision-making, bounded rationality, behavioral economics, cognitive
biases, organizational behavior, paradigm shift, management science

Introduction

In the contemporary landscape of management science, the ability to make informed
decisions is crucial for organizational success. However, traditional models of managerial
decision-making have largely operated under the assumption of rationality, positing that
decision-makers possess complete information and will always act in a manner that
maximizes utility. This perspective, while foundational, has come under scrutiny as
research from behavioral economics and psychology reveals that human behavior is often
irrational, influenced by cognitive biases, emotional factors, and social dynamics. The
relevance of addressing these limitations cannot be overstated, particularly in an era
characterized by rapid technological advancements and unprecedented market volatility.



Organizations today are confronted with complex challenges that demand more than mere
adherence to conventional decision-making frameworks. For instance, the COVID-19
pandemic has highlighted the vulnerabilities and limitations of traditional management
practices, compelling a re-evaluation of how decisions are made in times of crisis. This
paper aims to provide a critical re-assessment of the established paradigms in managerial
decision-making, drawing on contemporary research to articulate a more dynamic and
contextually grounded approach. By synthesizing findings from various disciplines, we aim
to construct a comprehensive framework that acknowledges the bounded rationality of
decision-makers and the intricate interplay of factors that influence their choices. The paper
is structured as follows: we begin with a review of the literature on traditional decision-
making models, followed by an exploration of the empirical evidence supporting the need
for a paradigm shift. We then propose an integrated framework that accommodates both
rational and irrational influences on managerial decision-making. Finally, we discuss the
practical implications of our findings for managers and organizations navigating the
complexities of the modern business environment.
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