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[bookmark: _Toc200482238]INTRODUCTION

Relevance. In the context of the growing complexity of the business environment, dynamic market changes and high competition, the effectiveness of management decisions is of particular importance. Traditional economic models, based on the assumption of rational behavior of subjects, are increasingly unable to adequately explain the actual actions of managers and employees of enterprises. In this regard, there is a growing interest in behavioral economics and behavioral management, which take into account the psychological, social and emotional factors affecting the decision-making process.
The behavioral approach allows a deeper analysis of internal motivations, cognitive biases, stereotypes and other factors that are often not taken into account in classical managerial concepts. This, in turn, contributes to improving the quality of management decisions, improving communication in the team, increasing staff efficiency and enterprise adaptability to change. The topic is especially relevant in the context of Ukrainian enterprises that are in the phase of transformation and need new, flexible management approaches.
Thus, the study of the possibilities and practical application of a behavioral approach to management is extremely relevant for the formation of a modern decision-making system in enterprises and increasing their competitiveness.
Analysis of recent studies and publications. Current scholarly work indicates a growing focus on behavioral aspects of managerial decision-making, especially in crisis situations such as the war in Ukraine, when traditional financial models are rendered ineffective by ignoring psychological stress, emotional pressure, and cognitive distortions affecting decision-making. In scientific works, this issue was investigated by domestic and foreign authors.
Among the authors who laid the fundamental foundations of the behavioral aspects of managerial decision-making, Nobel laureates D. Kahneman, R.. Thaler, M. Allee, H. Simon. Among the Ukrainian authors who study various aspects of behavioral aspects of improving the efficiency of managerial decisions, it should be noted N. Babyak, O. Tumanov, S. Hadzhiradev, O. Voronov, D. Filatova, O. Doronin, O. Beletsky, I. Lomachinsky and O. Gornyak [24], E. Kuznetsov [35] and others.
Communication of qualification work with scientific programs, plans, topics. Qualification work of the Bachelor is known according to the plan of scientific studies of the Department of Management and Innovations in the process of state budget theme: «Innovation and investment benchmarks of modernization of the national economy in the context of globalization» (number of state registration 0121U109469) and the state budget theme of the Department of Economics and Entrepreneurship «Development of the institutional potential of the post-war economy of Ukraine» (0123U101894).
Purpose of qualification work: analyze the theoretical foundations of the behavioral approach to managerial decision-making, explore the features of its application in the activities of Kernel and develop recommendations for improving the effectiveness of managerial decisions based on behavioral factors.
Achieving the goal of the qualification work of the bachelor made it necessary to set and solve the following tasks:
· to reveal the theoretical foundations of management decisions and the essence of the behavioral approach in management;
· analyze the stages of the management decision-making process and the factors affecting it;
· examine the behavior of managers in the decision-making process in conditions of risk and uncertainty;
· determine the role of cognitive biases and emotions in the formation of management decisions;
· evaluate modern approaches to taking into account the human factor in management practice;
· analyze the activities of the enterprise (on the example of Kernel JSC) in the context of the use of behavioral tools in decision-making;
· conduct a survey of management personnel in order to identify patterns of behavior in the decision-making process;
· identify the strengths and weaknesses of using a behavioral approach in the enterprise;
· develop practical recommendations to improve the efficiency of management decisions taking into account behavioral aspects.
[bookmark: _Hlk200441219]The object of research is the process of making managerial decisions at enterprises in the conditions of the modern business environment.
[bookmark: _Hlk200441308]The subject of research is the theoretical and practical aspects of the behavioral approach to management decisions, in particular the influence of cognitive biases, psychological and social factors on management activities on the example of «Kernel».
Research methods. In the process of research, general scientific and special methods were used, in particular analysis and synthesis for the study of theoretical sources, comparative analysis for comparing approaches to management decisions, a systematic approach to study the management process as an integral system, as well as a method of questionnaire survey of «Kernel» employees in order to identify behavioral factors influencing decision-making. The survey results were summarized by empirical analysis and tabulated for greater clarity.
Approval of research results and publication. According to the results of the study, 2 articles were published [38; 39] and section in the collective monograph [[footnoteRef:1]]. Theoretical and practical results of research, conclusions and substantiated recommendations have been implemented in the activities of «Kernel» (reference). [1:  ] 

Structure of qualification work. The first section highlights the theoretical foundations of the behavioral approach in enterprise management, characterizes the essence of management decisions. The second section presents an analysis of managerial decisions in the company «Kernel» taking into account behavioral aspects: the general characteristic of the enterprise is presented, behavioral factors in the practice of management are identified and the effectiveness of decisions is evaluated. The third section is devoted to the study of the effect of framing on managerial decisions and the ways to overcome it by activating behavioral mechanisms are substantiated – in particular, through the development of emotional intelligence and staff motivation system.
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[bookmark: _Toc200482240]THEORETICAL PRINCIPLES OF BEHAVIORAL APPROACH APPLICATION IN ENTERPRISE MANAGEMENT


1.1 [bookmark: _Toc200482241] The essence of management decisions and features of the process of their adoption

Making important management decisions is usually a difficult and challenging task. In today's economy, where businesses have to solve increasingly complex decision-making problems, it is important to study and use methods and techniques, including behavioral data analysis, to support decision-making in practice. However, the area of decision-making in enterprises remains largely untouched by the achievements of behavioral economics. Fixing this can help businesses become more efficient and responsible.
Globalization, informatization, new technological, political and financial realities make many organizations constantly adapt to changing external conditionsIn the modern period, in the conditions of a market mechanism for regulating the economy, conditions are objectively formed that lead to complication of the tasks of making managerial decisions. The scale and diversity of economic and social processes are expanding, financial, organizational, technical and social connections are complicated and branched. The increasing complexity of the objects of management and the increasing complexity of the tasks to be solved put forward increased requirements for the quality of management decisions, the speed of their adoption and implementation [41].
In this regard, forecasting and predicting decisions are becoming increasingly important. And since every decision is a projection into the future, and the future always contains an element of uncertainty, it is important for a manager to correctly identify the type of uncertainty and take it into account in decision-making technology. Effective decision-making is a fundamental prerequisite for ensuring the competitiveness of products and enterprises in the market. Therefore, the problem of making effective decisions under conditions of uncertainty is very acute.
Sometimes, decision-making is argued to be a contributing factor to the current classification of nation-states into developed, developing, and underdeveloped countries. Nations also rose or fell according to the quality of decisions made by their leaders. Therefore, the topic of making effective management decisions and its impact on the well-being of enterprises over the years continues to attract the attention of several scientists because of its extreme importance [10].
Making managerial decisions is a key element of managerial activity (Fig. 1.1), because it depends on the strategic orientation of the organization and the functioning of its personnel. This process requires leaders not only professional knowledge and practical experience, but also significant intellectual and temporal resources. At the same time, decision-making is accompanied by a high level of responsibility, because their successful implementation requires clear coordination of the actions of all structural units and the coordinated work of the management system as a whole.
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Fig. 1.1. Place of management decisions in management
Source: compiled by the author
The traditional perception of management decisions in the corporate environment is based on classical theories – such as agency theory, transaction cost economics, and stakeholder theory. These approaches are formed under the influence of neoclassical economic thought, which assumes that market actors act rationally, have complete information and strive to maximize their own benefits. According to this approach, the management decision-making process is reduced to an individualistic assessment of alternative options , followed by the choice of the most effective of them.
These theoretical assumptions became especially relevant in the conditions of the ХХ century, when the economy and finance were dominated by ideas about the effectiveness of market mechanisms and transparency of corporate governance. The presumption of market efficiency provided for automatic harmonization of the interests of managers and shareholders, as well as minimization of possible manifestations of opportunistic or exploitative behavior on the part of management personnel. This approach creates an image of a corporate manager as a subject acting solely on the basis of logic, objective data and economic calculations.
However, with the development of the science of human behavior, especially in the second half of the ХХ century, there was a need to rethink these assumptions.  Management practice has shown that real decisions are often made under the influence of subjective factors, limited rationality, emotions and social context. It is against this background that a behavioral approach has been formed that offers an alternative vision of the decision-making process – not as a purely rational choice, but as a complex psychological and social process.
The neoclassical view of rationality creates a picture of relentlessly opportunistic individuals who seek to achieve the objectively most beneficial result. Decision-making is viewed as an individualistic process of evaluating alternatives. This theoretical framework underpins the expectations of rational, prudent behavior that we tend to ascribe to high-ranking corporate decision makers.
Management decision is the result of a reasonable choice among alternatives based on a combination of economic, technological, socio-psychological and administrative management tools [39]. It is through these decisions that the management subsystem of the organization realizes its influence on the managed, directing its activities in the right direction. Formed in the process of analysis, discussion, forecasting and evaluation of possible actions, the management decision becomes a logical conclusion of the mental work of the manager, focused on achieving specific management goals.
As a result of the transformation of management methods into practical actions, management decisions are transferred to the organizational structure through channels of direct communication, ensuring the implementation of production tasks, the provision of services and the achievement of planned economic and financial results.
The process of making managerial decisions is complex and multifaceted, as it covers various aspects of the organization's activities. To better understand the nature of these decisions and improve the efficiency of management activities, it is advisable to classify them according to certain criteria (Table 1.1).
Table 1.1
Classification of management decisions
	№
	Classification sign
	Types of management decisions

	1
	By scope
	· General – cover the entire organization;
· Partial – relate to individual divisions or specific issues

	2
	By duration
	· Long-term – for a long period (more than 1 year);
· Current – ​​for short-term activities

	3
	By level of acceptance
	· Higher (institutional) level;
· Middle (managerial) level;
· Lower (technical) level

	4
	By specific tasks
	· Programmed – standard, with a minimum of alternatives;
· Unprogrammed – new situations, strategic decisions;
· Compromising – aimed at resolving contradictions

	5
	By method of justification
	· Intuitive – based on feelings;
· Based on judgments – based on experience, thoughts;
· Rational – logically justified, scientific

	6
	By method of acceptance
	· Individual;
· Collegial – prepared and approved by a group of managers;
· Collective – adopted collectively, for example, by a general meeting

	7
	By nature
	· Economic;
· Technological;
· Socio-psychological;
· Administrative


 Source: compiled by the author according to: [1]







The process of making management decisions at the enterprise covers several interrelated stages (Fig. 1.2), in particular: analysis of the internal state of the company and the external market environment, formulation of strategic and tactical goals, identification of possible options for action, assessment of risks and prospects, selection of the optimal solution, its implementation and further monitoring of results.
The need to make decisions accompanies management activities at all levels – from setting goals to monitoring their achievement, which makes this process a key tool for effective management [31].
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Fig. 1.2. General scheme of development and adoption of management decisions.
Source: [20].
Modern methods of management decision-making are a comprehensive set of tools, procedures and approaches that are used to analyze problem situations, collect and analyze data, evaluate alternatives and make informed management decisions. They are based on scientific research, technological innovation and the use of analytical methods.
Some of the key modern methods of managerial decision-making include: 
1) Processing and analysis of information: the use of modern statistical techniques, machine learning algorithms and analytics tools to collect, structure and interpret large amounts of data, which allows identifying key trends, risks and patterns necessary for making sound management decisions [25].
2) Model creation and scenario forecasting: development of analytical models and conducting simulations to assess the possible consequences of various action options, which allows minimizing risks and increasing the accuracy of forecasts before making decisions.
3) Multi-criteria assessment: the use of techniques that allow analyzing alternatives taking into account several important criteria and weight values, which contributes to the choice of the most optimal solution for achieving the strategic and tactical goals of the organization [1].
4) Complex (systemic) approach: analysis of the structural construction of systems, determining the relationships between its elements and the influence of external and internal factors on the overall efficiency of functioning.
5) Development of a strategic course: formation of long-term directions of enterprise development on the basis of a comprehensive analysis of the market situation, internal resources and competitive advantages.
6) Management of innovation processes: introduction of a holistic approach to the initiation, development and implementation of innovative solutions to strengthen the efficiency of the company and strengthen its position in the market.
7) Project management: systematic application of modern methods of project management to ensure clear planning, coordination of actions, control over resources and achievement of planned results in a timely manner.
These methods interact with each other and can be used in different combinations, depending on the specific requirements and situations of management. They help organizations implement sound and effective management decision-making in today's business environment [42].
The process of making a managerial decision involves a number of key elements that ensure its logical structure and effectiveness (Table 1.2).
Table 1.2
Key elements of the management decision-making process
	№
	Element
	Characteristic

	1
	Decision-making subject
	An individual or collective body endowed with the necessary powers, responsible for making a decision and its consequences

	2
	Controlled variables
	Factors that directly affect the occurrence of a management problem and can be changed or adjusted by the management entity

	3
	Uncontrollable variables
	Environmental factors that are not directly influenced by the decision maker but can be controlled by other actors. Combined with managed variables, they form the context or environment of the management problem

	4
	Constraints
	Internal or external frames superimposed on variable values and forming a space of valid solutions

	5
	Criteria for evaluating alternatives
	Parameters by which possible solutions are compared. They can be presented in both quantitative and qualitative form (e.g. due to individual preferences or fuzzy estimates)

	6
	Decision rule
	A set of methods and principles used to select the optimal solution. It forms the basis for recommendations, although the final choice remains with the subject of management

	7
	Alternatives
	Action options that depend on both variable values and the position of the decision maker

	8
	The fact of having a choice
	Prerequisite for a management problem: if there is only one alternative, the need to make a decision actually disappears

	9
	Implementation possibilities
	The ability of the organization or entity to put the chosen solution into practice, which is critical to achieving the expected results


Source: compiled by the author according to: [41]

Management decision-making often requires a balanced compromise between conflicting goals and consequences. Achieving a positive result in one aspect of management is usually accompanied by losses or limitations in another.
For example, the focus on improving product quality usually leads to increased costs, which may not meet the price expectations of some consumers [32]. The introduction of automated production can reduce costs, but at the same time can cause a reduction in staff. Simplification of technological processes can attract unskilled labor, but the monotony and repetition of operations can cause professional burnout, an increase in staff turnover and a decrease in overall productivity [41]. All these risks must be carefully assessed during the formation of management decisions.
The manager should not only weigh the advantages and disadvantages of each option, but also determine the acceptable limits of possible negative effects [23]. Although in many cases decisions are subjective, some consequences can be critical and unacceptable for the organization's development strategy.
The process of making managerial decisions is influenced by a number of interrelated factors that determine both the quality and effectiveness of managerial actions:
1) Individual characteristics of the manager – the level of education, professional training, age, experience, temperament and personal traits.
2) Managerial behavior – leadership style, habits, psychological characteristics, risk or caution.
3) Conditions of the environment in which the decision is made:
· state of certainty – the manager has complete information about the consequences of all possible alternatives;
· risk situation – the probabilities of the results are known, but certain uncertainties remain;
· uncertainty – lack of reliable information to assess the consequences, which complicates the choice.
4) Information restrictions – restrictions in access to complete or relevant information due to its cost, volume or complexity of processing.
5) Interdependence of management decisions – making one decision often affects other areas of the organization.
6) Forecasting possible negative consequences – the need to take into account risks that may complicate the implementation of the decision.
7) Access to modern technical means – the possibility of using digital tools, analytics, software.
8) The level of development of internal communications – the effective transfer of management information between the levels and divisions of the organization.
9) Management structure – how much the organizational structure corresponds to the strategic goals and mission of the company, supports its flexibility and adaptability.
Management decisions are a fundamental component of the effective activity of any organization, since it is through them that the influence of the head on subordinates is realized, resources are coordinated and the directions of enterprise development are determined. Understanding the essence and features of this process allows us to form more grounded, flexible and effective managerial actions.


[bookmark: _Toc200482242]1.2 Behavioral approach to decision making: principles, models and tools

Consumer decision-making processes are the focus of various public and private actors, from state regulators to non-profit initiatives. Behavioral science data is used to encourage better choices in areas ranging from food to financial planning to organ donation. 
In the private sector, behavioral knowledge is used in marketing and investment. However, the field of corporate decision-making remains virtually unchanged thanks to the advances in behavioral economics. Fixing this can help businesses become more efficient and responsible.
The shortcomings of neoclassical economic theory and its assumptions have been widely criticized in academic literature since its inception. The financial crisis of 2008, as well as the advances in behavioral economics, led to a significant reassessment of concepts and policies based on the neoclassical approach to economic behavior. The sphere of financial regulation has undergone the greatest changes, as state regulators have abandoned dependence on market forces. Corporate interactions and corporate entities were less affected by these changes. However, the assumptions of normative rationality are no more true for corporate directors and managers than for consumers.
Corporate scandals spanning from the late 20th century to newer times illustrate the shortcomings of the traditional approach. During the 2008 crisis, the management of banks such as UBS and Lehman Brothers demonstrated the imperfection of communication, inadequate exchange of information, lack of coordination and excessive risk-taking. The respective boards of directors failed to provide the necessary monitoring and strategic oversight.
The market mechanisms, which were believed to ensure the effectiveness of corporate governance mechanisms, did not fulfill their function. A number of studies show that behavioral factors play a significant role in failures of internal management.
Corporate governance studies are increasingly immersed in the behavioral and cognitive spheres. Multinational corporations and financial institutions are particularly vulnerable to biased decision-making – the complexity of the organization makes it difficult to obtain and process information.
Behavioral decision theory is closely related to behavioral economics and behavioral finance. Behavioral Economics – is an attempt to understand actual human economic behavior, and behavioral finance studies human behavior in financial markets. The study of human decision-making is an important part of these fields, in which different aspects overlap with the scope of behavioral decision theory. Behavioral decision theory focuses on the phenomena of decision-making, which can be broadly divided into those under threat, those under uncertainty, which includes ambiguity and ignorance [24].
Since making a management decision involves choosing from a certain set of alternatives, it is the study of the selection process that is key to ensuring the effectiveness of management activities. In modern science, there are two main approaches to the study of this issue: normative, based on the concept of “economic man” by Adam Smith and his followers [27], and descriptive, which denies the absolute rationality of subjects and analyzes the real behavior of people in the face of choice [7].
In behavioral management, both – normative and descriptive – play an important role. The normative approach serves as the basis for constructing decision-making models based on logic, objective criteria and maximizing benefits. At the same time, the descriptive approach allows a deeper understanding of the real behavioral characteristics of managers and employees, in particular their predisposition to cognitive biases, emotional decisions, intuitive thinking and the influence of external circumstances [15]. It is the combination of both approaches that makes it possible not only to design effective management strategies, but also to adapt them to the real behavior of people in the working environment [17].
The theory of behavioral decisions is based on a number of key concepts that allow a deeper understanding of how people make decisions in conditions of limited rationality (Table 1.3). It offers a reliable tool for analyzing the real, not idealized behavior of individuals.
Within the framework of the behavioral approach to managerial decision-making, special attention is paid not only to theoretical models, but also to practical tools that allow identifying, analyzing and influencing the behavioral factors that form managerial decisions. Such tools help to investigate non-obvious aspects of managers' behavior, in particular their response to risk, information processing, susceptibility to cognitive distortions and the role of emotions in decision-making [16].
Table 1.3
Key concepts of behavioral decision theory
	№
	Concept
	Contents

	1
	Heuristics
	Simplified rules or intuitive strategies that help make decisions quickly in complex conditions

	2
	Cognitive biases
	Systematic deviations from rational thinking that can lead to erroneous decisions

	3
	Prospect theory
	Describes how people evaluate probabilistic alternatives, giving more weight to losses than to possible benefits

	4
	Framing effect
	The influence of the way information is presented on perception and decision-making


Source: compiled by the author according to the data: [46]
Behavioral decision analysis tools [11]:
1) Experimental economic and behavioral laboratories. In modern conditions, these laboratories allow you to simulate the decision-making process in realistic, but controlled conditions. They are used to investigate phenomena such as the influence of task formulation (framing), social pressure, limited information, and time on subject choice [4]. Examples are experiments using trust games, prisoner dilemmas, auctions, and market simulations.
2) Cognitive-behavioral modeling. This tool involves the creation of models of behavior of the subject of management, taking into account psychological parameters (motivation, emotions, expectations). Such models help to assess how stress, information overload, fear of loss or overconfidence affect decisions. They are used in financial planning, personnel management and strategic forecasting.
3) Framing method (frame analysis) – a technique that explores how formulating a problem or presenting information affects choices. For example, the same alternative, presented as a win or a loss, can lead to fundamentally different decisions. This method allows you to identify cognitive biases in management processes and develop strategies for their neutralization.
4) SWOT and PEST analysis with a behavioral component. These traditional strategic analysis tools can be supplemented by behavioral parameters – for example, an assessment of how employees or clients perceive internal weaknesses or external risks. This avoids excessive rationalization of decisions and takes into account subjective factors of influence.
5) Interviewing and opinion polls with open questions. This provides an opportunity to better understand the motivation, barriers and behavioral attitudes of participants in the management process. The obtained information can be used to create more accurate models of behavior of target groups or individual managers.
6) Analysis of real cases of managerial errors and successes. Using this tool, you can study how specific cognitive biases affected management outcomes. For example, ignoring negative information (the ostrich effect), overestimating one's own capabilities or the "status quo effect" [5].
Thus, behavioral analysis tools allow a deeper study of the real decision-making process in organizations. They are aimed at taking into account the human factor in management, which makes management more adaptive, realistic and effective in the face of growing uncertainty. Using these tools can increase the validity of decisions, reduce the impact of biases and improve the quality of management in the face of uncertainty.


1.3 [bookmark: _Toc200482243] Advantages and limitations of behavioral approach in enterprise management

The behavioral approach in enterprise management focuses on the psychological and social aspects of employee behavior, recognizing the limited rationality of a person and the influence of emotions on decision-making. This approach has several advantages, but also certain limitations that are important to consider when applying it.
In the context of war, the behavioral approach to management is of particular relevance, since in conditions of constant stress, uncertainty and limited resources, it is psychological factors that play a decisive role in decision-making. Business leaders are forced to act not only rationally, but also taking into account the emotional state of employees, their motivation, fears, and level of trust. Behavioral tools help to identify moods in the team, predict reactions to changes, minimize panic moods and maintain stability in critical situations [36]. In particular, framing techniques, behavioral bias analysis and sociological surveys allow managers to adapt management decisions to the complex social context of wartime.
In a war situation, decision-makers may downplay or ignore evidence that contradicts their strategies, resulting in repeated errors and an inability to adapt to a rapidly changing environment. The illusion of control can cause decision makers to overestimate their ability to influence outcomes in a very unstable environment, like war. Such overconfidence can lead to risky financial decisions, such as excessive fundraising or making significant irreversible investments based on optimistic forecasts [14]. At the same time, decision-makers may prefer to maintain the current state of affairs by opposing necessary changes due to the perceived risks associated with new strategies. In times of war, this bias can prevent business structures from making changes in time that are crucial for survival.
According to Prospect Theory, people are more sensitive to losses than to profits. In times of war, fear of losing assets, market positions, or even human resources can lead to overly conservative decision-making. This bias can cause businesses to lose potential opportunities that could help them adapt to new market conditions. Confirmation bias occurs when people prefer information that confirms their previous beliefs or decisions.
In the context of war, the emotional state of decision-makers can also be influenced by factors outside the immediate business environment, such as concern for personal safety or the well-being of loved ones.  These emotional distractions can further impair the ability to make informed financial decisions, highlighting the need for behavioral controlling mechanisms that can help mitigate these effects.
Table 1.4
Advantages and limitations of the behavioral approach to management decision-making
	BEHAVIORAL APPROACH

	ADVANTAGES
	LIMITATIONS

	human focus
	excessive attention to psychological aspects

	The behavioral approach recognizes that employees are not just resources, but individuals with their own needs, motivations, and emotions. This helps create a favorable psychological climate in the team and increase job satisfaction. Research shows that taking behavioral aspects into account can reduce risks when making management decisions
	Sometimes the behavioral approach can focus too much on psychological aspects, neglecting economic and technical management factors. This can lead to insufficient attention to strategic planning and market analysis

	increasing communication efficiency
	the difficulty of measuring results

	Focusing on interpersonal relationships and communication allows leaders to better understand the needs of employees, which contributes to more effective management and reduced conflict within the team. This is especially important in times of change and uncertainty
	Evaluating the effectiveness of behavioral interventions can be complicated by subjectivity and the difficulty in quantifying changes in employee behavior. This creates challenges in justifying decisions to stakeholders

	flexibility in decision-making
	dependence on organizational culture

	The behavioral approach allows you to take into account the individual characteristics of employees and situational factors when making decisions, which ensures greater adaptability and management efficiency
	The effectiveness of a behavioral approach depends largely on organizational culture. In environments with an authoritarian management style or low levels of trust, the implementation of behavioral methods may be limited

	promoting the development of leadership qualities
	need for sustainable implementation

	Focusing on a leader's behavior, rather than just their personality traits, allows for the development of leadership skills through training and experience. This opens up opportunities for improving management effectiveness at all levels of the organization
	Changing employee and manager behavior takes time and consistent effort. Expecting quick results can lead to frustration and abandonment of behavioral initiatives


Source: compiled by the author according to the data: [3]
There are several heuristics and biases that are regularly discussed in relation to corporate decision-making:
Excessive optimism is considered a particularly strong influence, not least because of corporate selection, which usually favors optimistic people. In general, optimism and confidence are good for organizations and contribute to an effective and energetic work culture. However, excessive optimism and overconfidence can lead to excessive risk taking with potentially catastrophic consequences. One could argue that the over-optimism of CEOs and senior management of major financial institutions was the driving force behind their aggressive exposure to risk in preparation for the 2008 financial crisis.
The growth of liabilities – another powerful factor that can distort the allocation of resources in a company. This reflects a behavioral pattern where a person, when faced with a negative outcome of a previous decision, tends to downplay the negative consequences and increases the risk to avoid losses. In the corporate context, this bias leads to a significant degree of commitment to the chosen course, which is not violated even with signs of a problem. Persons involved in the decision-making process tend to positively interpret negative information, which will threaten effective internal communication and information processing in the company [22].
Confirmation bias leads to decision makers misinterpreting neutral information in a way that confirms their previously held beliefs [47]. This bias may explain merger decisions that have no or negative impact on profitability. Research shows that the way acquirers collect data shifts the emphasis to merger-friendly information.
Group thinking is especially relevant in relation to decision-making at the highest level of its hierarchy. It is generally accepted that group decision-making improves the quality of decisions. However, this bias can effectively drown out any disagreement by imposing a presumption of unanimity within the group. To avoid the stress of overestimating the chosen position, the group seeks to exclude or rationalize any information that contradicts it. This pattern of behavior weakens the assessment of available information by board members.
Pluralistic ignorance – another factor that potentially affects decision-making. This socio-psychological bias forces all members of the group to adhere to norms or rules that they themselves privately reject, but believe that all other members accept. This phenomenon provides insight into the inability of many groves to change strategy in response to falling corporate performance [2].
An awareness of these behavioural factors would enable senior executives in corporate governance to "pre-empt' decision-making processes and ensure proper dissemination and processing of information. This would probably lead to a significant increase in the efficiency of corporate governance mechanisms.
The consequences of corporate violations vary in their seriousness. From loss of profits to public censure and legal consequences for the employees involved, the consequences of poor decision-making can be catastrophic [35]. There may be a way to correct these shortcomings by correcting systematic decision-making errors, instead of focusing on individual shortcomings.
The use of behavioral science need not be applied primarily to consumers and other areas of government regulation. Behavioral analysis of the corporate environment can help optimize internal information processing and decision making.







[bookmark: _Toc200482244]SECTION 2
[bookmark: _Toc200482245][bookmark: _Hlk199281127]ANALYSIS OF MANAGEMENT DECISION-MAKING IN «KERNEL» COMPANY FROM THE STANDPOINT OF THE BEHAVIORAL APPROACH 


[bookmark: _Toc200482246]2.1 General characteristics of Kernel's activities

«Kernel» – is the world's leading producer and exporter of sunflower oil, Ukraine's largest producer and exporter of grain, a key supplier of agricultural products from the Black Sea region to world markets. The company accounts for about 8% of global sunflower oil exports. Kernel supplies its products to more than 60 countries. Since November 2007, the company's shares have been traded on the Warsaw Stock Exchange (WSE).
«Kernel» Kernel is a member of the American chamber of commerce in Ukraine, the European business association, GAFTA, Federation of associations for trade in oilseeds, seeds and fats (FOSFA), «Ukroliyaprom», UGA, U.S.-Ukraine Business Council, UNIC.
Trademarks: « Shchedryi Dar», «Stozhar», «CHUMAK», «Liubonka», «QLIO», «Le Blanc»,  «KERNEL», « MARINADO», «Premi».
Main activities:
1)  Production, exports and domestic sales of sunflower oil.
[bookmark: _Hlk199453930]The Group accounts for about 8% of global sunflower oil production. «Kernel» supplies its products to more than 80 countries. In 2021, the company exported 1.1 million tons of sunflower oil. The largest markets for bulk sunflower oil were India, China, and Iraq. In 2022, Iraq was replaced by Romania.
2) Crop production.
By 2022, «Kernel» was growing over 3.2 million tons of grains and oilseeds annually. The company operates in Chernihiv, Poltava, Sumy, Kharkiv, Cherkasy, Kirovohrad, Dnipro, Zaporizhzhia, Vinnytsia, Mykolaiv, Ternopil, Odesa and Khmelnytskyi regions.
Zemelnyi Bank: in 2013 р. – 405 000 hectares, at the end of 2021 р. – 515 000 hectares. For 2023 zembank decreased to 363 000 hectares.
Profile crops: wheat, barley, corn, sunflower, soybeans, peas, sugar beets.
In 2023, the planting structure will focus on oilseeds: about 35% of the area will be allocated for sunflower, and 18% of the total area for winter wheat and soybeans.
3) Grain exports.
«Kernel» annually exported about 5 million tons of corn, wheat, barley, soybeans and rapeseed, purchasing agricultural products from more than 5 thousand producers. Logistics is provided by the company's own port terminals.
In 2021 the company exported 9.2 million tons of grain and oilseeds, the largest grain markets were China, Egypt and the Netherlands. In 2022 in the top three countries for export Egypt replaced Spain.
4) Storage and transshipment at elevators and port terminals.
[bookmark: _Hlk199455390]In parallel, Kernel actively invested in development, redeemed its own shares from the market (97 million US dollars were allocated to share repurchase programs in fiscal 2022), and even in the third quarter of fiscal year 2022 (January-March 2022) made an investment in cryptocurrency in the amount of about 150 million US dollars (calling it a liquidity management tool).
Full-scale Russian invasion caught the company at the peak of the season with maximum inventories and debts.
Stopping exports through Ukrainian Black Sea ports was an absolute shock. Also, after the invasion, Kernel stopped all sunflower processing plants (only in April processing resumed at the Poltava MEZ, five more plants were gradually launched only by the beginning of September, while two more MEZs were in the occupied territory of the Kharkov region until September).
In total, in its report for fiscal 2022, Kernel estimated its losses from military operations at more than 500 million US dollars.
Also in April, the company's board of directors made one of the most controversial decisions in Kernel's history. To improve the liquidity situation of the company, it was decided to sell part of the assets in the Crop Production segment (with a total land bank of 134 thousand hectares located in Western Ukraine). 
Given that at that time the cryptocurrency was still on Kernel's balance sheet, that in April Ukraine had already begun to export grain and oil by alternative ways, and Russian troops had already been driven back from Kyiv (so the threat to the very existence of the country was much less than in early March), the sale of one of the best assets of the company to improve its liquidity with a deferred principal payment looked somewhat strange.
Poorly perceived asset sales (against the background of holding investments in cryptocurrency) and investors on the Warsaw Stock Exchange - in our opinion, largely due to this sale, in 2022 Kernel had the worst dynamics of share value among all Ukrainian public companies.
Either way, Kernel was able to carry out the 2022 sowing season, and as of June 30, 2022, its balance sheet structure was acceptable. Debt remained almost unchanged at 1.7 billion US dollars with 448 million US dollars in cash, 120 million US dollars in crypto assets, inventories of 954 million US dollars, as well as crops for 162 million US dollars. All these assets fully covered the debt, the repayment of short-term liabilities was delayed until mid-2023 [44].
In August 2022, a grain corridor from Ukrainian deep-water ports was launched. Due to the significant grain and sunflower reserves in the country, the margin of grain exporters (especially owners of logistics assets such as port terminals) and the profitability of sunflower processing reached the highest levels in the last decade, Kernel's profitability also increased significantly [29].
For the period July 2022 – March 2023, Kernel's EBITDA was 600 million US dollars, operating cash flow before changes in working capital – 634 million US dollars, total operating cash flow – 583 million US dollars (Kernel gradually reduced inventory balances, but the amount of receivables increased) [54].
The main success factors and competitive advantages of «Kernel» are: 
– company – monopolist in the market, is a leader in the export of several positions; 
– a wide network of branches and attracting capacities in their own Ukraine and in different climatic conditions contributes to the company's flexibility and effective trading and purchasing activities of the enterprise; 
– provision of material and technical base; 
– availability of modern agricultural machinery, high-quality sowing materials, plant protection products and soil restoration products contributes to high yield and profit stability; 
– availability of a system that monitors the state of the agro-industrial complex (sowing progress, yield forecasts, gross harvest, etc.), also high level of information support and analytics; 
– use of modern linear elevators and river reloading terminals;
– cooperation with farmers and providing them with various types of support (financial, information, innovation, etc.), the conclusion of long-term contracts; 
– support of permanent partners and established over the years relations with foreign companies, consumers; 
– the possibility of purchasing raw materials in advance and on favorable terms, as well as the availability of own production and its storage in significant volumes; 
– availability of own terminals for loading and unloading of goods, provision of services; 
– availability of own fleet; 
– providing highly qualified specialists who have every opportunity to develop and create their own band with the support of the company, convenient and safe working conditions; 
– continuous development and involvement of innovations; 
– conducting training activities and attracting new employees [52].
The main directions of the company's development and optimization of its activities are solving global problems of the agricultural industry: 
– resource saving, which is quite popular in the modern business space and includes many innovative methods that can affect the efficiency of both an individual company and the agricultural sector as a whole; 
– reduction of terms and costs for production and sale of products, ensuring high added value; 
– ensuring the availability and safety of agricultural goods; 
– стабілізація і підвищення доходів компаній, забезпечення фінансової стійкості та самофінансування. 
[bookmark: _Hlk199970566]To determine the company's place in the market, its capabilities, threats and priority areas of development, it is necessary to perform an analysis of factors, develop a PEST and SWOT analysis. PEST analysis helps to understand how external forces affect the company. More details can be found in Table 2.1. and Table 2.2.
Table 2.1
PEST analysis of the company «Kernel»
	P (POLITICAL)
	E (ECONOMICAL)

	· Freedom of information and independence of mass media
· Probability of hostilities in the country
· Low-level political stability
· Ukraine is open to foreign traders
· EU-Ukraine Association Agreement prohibits any export restrictions
· Introduction of new quality standards
· Restriction of export of goods under quarantine conditions
· Provides for the adoption by the Verkhovna Rada of the law on land
· Legislative and financial support to farmers and exporters of agricultural products from the state, support for agribusiness in Ukraine, active position of the state in relation to foreign capital
· Globalization of the economy
	· Changes in inflation and interest rates
· Level of development of entrepreneurship and business environment
· Positive economic growth rates
· The price level for crops is growing. (For the current period about 3-7%)
· Positive development of economic relations between countries
· High energy prices
· Available loans for enterprises, for agro-industry has its own conditions
· Currency instability
· Active investment policy
· Participation in international economic organizations, etc.
· Diversification of enterprises

	S (SOCIO - CULTURAL)
	T (TECHNOLOGICAL)

	· Active population migration (excluding quarantine conditions)
· High requirements for product quality
· Active population 
· Organization of society (social mobility of the population)
· High level of human resources and qualified personnel
· Availability of social standards and options for their provision
· Positive attitude to environmentally friendly products, sg-products, positive ecotendences in society
· High consumer activity, willingness to exchange goods, import goods from abroad and import their products
	· Quite positive level of technological development of agro-industrial sector
· Constant development of scientific and technological progress in Ukraine and abroad
· Possible R&D expenditures from different sources
· Ability to attract investment in scientific and technical latest projects
· Constant updating of production processes and a variety of forms of their implementation
· Easy to obtain patents and licenses
· Openness of foreign experience and the possibility of attracting scientific and technical research and achievements
· Support from the state to introduce innovations
· High variability of advertising and innovative media
· Technical base update capabilities


Source: compiled by the authors
Table 2.2 describes strengths and weaknesses, opportunities and threats.
Table 2.2
SWOT analysis of the company «Kernel»
	STRENGTHS
	WEAKNESSES

	· Business model, thanks to which the company operates at the expense of its own capacities.
· Waste-free production
· Stable demand for products in the international market
· Affordable pricing in the foreign market
· Leading positions in all segments in which the company operates
· Qualified personnel 
· Extensive logistics system
· High level of technical support
· High wages
· Possibility of advanced training
· Low production cost and high added value
· Developed infrastructure
· Introduction of innovative technologies into production (waste processing systems, production of own energy for use)
	· Outdated equipment and technology in some departments
· Dependence on weather conditions
· Dependence on changes in world prices
· High staff turnover
· Insufficient assets and capacities to export a significant amount of goods simultaneously
· Remote asset management
· High management costs, property control and protection
· Significant debt burden to ensure growth and development

	OPPORTUNITIES
	THREATS

	· Expand or enter new markets
· Growing demand for unrefined and sunflower oil on the world market, new importers and partners
· Constant growth in demand for cereals and oilseeds
· High opportunity for the fleet to go beyond Ukraine
· Attracting new employees from Ukraine and abroad
· Rapid development
· Innovation and automation of production, attracting experience
· Ability to quickly cooperate and function effectively
· Increase in agricultural production due to economies of scale
	· Change of legislation in sales countries, increase in import duties and quotas
· Increased competition in the world market, new foreign competitors
· Inflation
· Reduced demand for vegetable oil
· Threats of outflow of specialists to competitors
· Probability of termination of cooperation with some counterparties
· Changes in the policy and economy of the state
· High competition in the grain market
· The best technical provision of competitors, rapid development Difficulties in the competition with other agricultural holdings Legislative difficulties in regulating the activities of large enterprises


Source: compiled by the authors
Various external and internal factors influence the development and competitiveness of the company, including legislative, inflationary and devaluation processes. The profit of the enterprise directly depends on these factors: the income of producers may be reduced, there may be discrepancies between the costs of acquiring resources and obtaining revenue from the sale of products, the share of imports in the resource supply of production may also increase [9]. In addition, significant factors include changes in yields, raw materials orientation of agri-food exports, a rapid reduction in the natural resource potential of the industry.
[bookmark: _Toc200482247]2.2 Identification of behavioral factors in the practice of «Kernel» management

Kernel's corporate structure is based on the operational principle of management. Each enterprise has large production and functional units that report directly to the directors of the enterprise (a single executive body). 
Vertically integrated company structure «Kernel Group» creates close relationships in the following areas of activity: 
0. Production, sale in the domestic market and export of sunflower oil. 
0. High-tech crop production.
0. Export of grain. 
0. Provision of logistics services for storage and transshipment of grain in port terminals and silos.
Kernel has an organizational structure as shown in Figure 2.1. 
The behavioral approach to management recognizes that management decisions depend not only on rational calculations, but also on psychological characteristics, social environment, corporate culture and microclimate in the team. In the management practice of Kernel JSC, the influence of a number of behavioral factors that form an effective model of enterprise management is clearly traced.
Behavioral aspects of management at «Kernel» are realized through:
· maintaining a culture of trust and partnership;
· development of internal motivation;
· involvement of employees in decision-making;
· ensuring transparent communication;
· formation of a positive emotional climate;
· adaptability to changes and personnel training.
These elements indicate the integration of a behavioral approach into daily management practice. 

Grain and Oilseed Procurement Director
Аgribusiness director
security director
IT Director
Director of logistics
Board of directors
General Director
Director of Production Asset Management
Director of marketing and sales of financial products
HR and Communications Director
Financial director
Director of Corporate Investments
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[bookmark: _Hlk199974227]Fig. 2.1. «Kernel» Organizational Structure 
Source: compiled by the author according to the data: [44].

Figure 2.2 shows the company guidelines.
Kernel's management activities are based on a system of principles aimed at ensuring the transition from quantitative to qualitative growth. One of the key approaches is to cascade the strategy and goals to the operational level, which allows them to be integrated into the daily activities of managers of different levels. This approach contributes to the formation of a culture of internal entrepreneurship, encourages staff initiative and supports a policy of continuous improvement.
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Fig. 2.2. Company Management Guidelines «Kernel»
Source: [44]
The company adheres to the principle of strategic coherence between individual business segments, which ensures their mutual integration and creation of additional value. This, in turn, has a positive impact on consolidated financial performance. Benchmarking tools are actively used within the framework of internal management, which allows comparing the performance of segments, identifying the best corporate practices and scaling them to other areas of business.
The company implements the principles of synergy within the interaction of different departments and functional areas, which contributes to the achievement of higher results. Particular attention is paid to effective asset management, optimization of the use of financial, material and information resources, as well as key risk management. The priority for all employees is the rational use of resources and ensuring their protection, which is considered as the personal responsibility of each employee.
An important aspect of Kernel's management culture is flexibility in making managerial decisions and readiness for change. The company sees transformation processes not as a threat, but as opportunities for development. In this context, modernization of assets, construction of new technological facilities, optimization of internal processes, as well as active investment in personnel development are carried out. Considerable attention is paid to the adaptation of the best international management practices to the characteristics of the national market, taking into account the political and economic specifics of the environment of the enterprise.
Kernel Knowledge Management System includes two separate areas. The first  development of personal skills in accordance with the corporate model of competencies and annual assessment of employees. The second is vocational training, which preserves critical industry expertise in agricultural technologies, oil processing, logistics and grain storage. Both directions are implemented through various formats: offline and online training, electronic courses, trainings, workshops, business games, rotations, benchmarking and microlanding [6]. 
Kernel, being a public joint stock company, actively implements the principles of transparency, integrity and accountability in its management practice. Compliance with these principles is the foundation of trust on the part of shareholders, investors, business partners and internal stakeholders. The openness of the company's corporate activities is ensured through regular independent audit, timely publication of financial statements, as well as the publication of strategic plans, operational results and key risks.
Kernel demonstrates high standards of business ethics, avoids manipulation of financial indicators, adheres to fair competitive practices, in particular through public tenders and reasonable choice of suppliers. The company considers responsible leadership as a strategic necessity, aware of its impact on economic stability, the development of the agricultural sector and the formation of a modern culture of doing business in Ukraine.
Kernel pays considerable attention to compliance with contractual obligations, timely response to partner requests and maintaining a positive business reputation. Employees of the company are obliged to avoid conflicts of interest, refuse to receive gifts or participate in events that may affect the objectivity of managerial decision-making. These provisions are governed by internal policies and the Code of Ethics.
Kernel's management policy also provides for strict compliance with the current legislation of Ukraine and international regulations. The company consistently opposes any manifestations of corruption and fraud, implements preventive measures to identify and minimize the relevant risks, protects corporate interests exclusively within the legal framework.
A separate place in the corporate governance system is occupied by the strategy of sustainable development. The company invests in the creation of a safe production environment, provides conditions for the professional growth of staff and improve their skills. In the environmental dimension, Kernel pays attention to reducing energy consumption, responsible use of natural resources, product quality control and soil fertility preservation.
An important component of socially responsible management is interaction with local communities. The company implements numerous social projects aimed at improving the quality of life in the regions of its presence, which contributes to the formation of a positive image and long-term loyalty from local residents and partners.
Thus, Kernel's management model combines efficiency, ethics and sustainable development, which corresponds to modern international approaches to corporate governance.
One of the key factors in the effective functioning of Kernel is the established system of internal interaction based on the principle of partnership. The company considers the team as a cohesive professional team of like-minded people who work together to achieve the strategic and operational goals of the enterprise. This approach contributes to the formation of high motivation of employees, unity in actions and responsibility for the joint result.
Within the framework of Kernel's corporate culture, each employee perceives work as a personal matter, realizes the significance of his contribution to the overall efficiency of the enterprise and demonstrates commitment to the company's values. The introduction of a culture of self-determination, openness to change and the desire for continuous improvement contributes to the flexibility of management processes and adaptability to a dynamic external environment.
The company cultivates respect, trust and openness in internal communication. This is manifested in a transparent management structure, clearly distributed functional roles, the absence of double standards and the possibility of independent decision-making in accordance with the area of   responsibility. Particular attention is paid to constructive business communication, avoiding conflicts and combining efforts to achieve a common goal.
Thanks to a balanced personnel policy and a focus on the development of human capital, the company creates conditions for professional growth of staff. More than 75% of the company's managers have gone through an internal career path, which indicates the effectiveness of applying the principles of continuity and continuous development. The company invests in training programs, development of managerial competencies, attracting young specialists with high potential.
A favorable corporate environment based on the values of cooperation, trust and development allows for a high level of employee engagement in business processes. This, in turn, has a positive impact on the realization of strategic goals, innovation potential and sustainability of the company in the face of external challenges.
Thus, Kernel's management model involves not only effective administration, but also the development of an organizational culture focused on cohesion, initiative and long-term success.
To illustrate the behavioral factors used in Kernel's management, let us summarize them in Table 2.3.

Table 2.3
Behavioral factors in «Kernel» management
	№
	Behavioral factor
	Example of implementation in «Kernel»
	Impact on management decision

	1
	Trust and partnership
	Development of team interaction and horizontal communication
	Improving the quality of communications and reducing the level of conflicts

	2
	Employee participation in decision-making
	Practice of involving employees in strategic sessions and brainstorming
	Increasing motivation and involvement of personnel

	3
	Positive organizational climate
	Creating a safe working environment, supporting initiative
	Increasing labor productivity and satisfaction

	4
	Emotional resilience of managers
	Training managers in soft skills and crisis response
	Reducing the impact of stress factors on the quality of decisions

	5
	Adaptability to change
	Readiness to change processes, structures and approaches based on situation analysis
	Increasing the speed of response and innovation

	6
	Transparency and ethics
	Openness of financial information, anti-corruption policy
	Increasing the trust of investors and partners


Source: summarized by the author
Thus, the management model of Kernel JSC includes a powerful behavioral component that provides flexibility, adaptability and sustainable efficiency. Practice shows that taking into account behavioral aspects allows not only to improve the quality of management decisions, but also to form a positive environment for innovative development and long-term growth of the company.


[bookmark: _Toc200482248]2.3 Assessment of the effectiveness of Kernel's management decisions taking into account behavioral aspects

Kernel received $167 million in fiscal 2024. US net profit, which is 44% less than the previous season (299 million US dollars). This is stated in the company's report published on the Warsaw Stock Exchange (Table 2.4).
The company's revenue increased by 4% to 3.58 billion US dollars. Gross profit for the year amounted to 682 million US dollars, which is 7% more than last year. Operating profit decreased by 37% to 276 million US dollars. EBITDA decreased by 30% to 381 million US dollars. 
Table 2.4
Kernel Profit and Loss Summary, million US dollars
	
	FY2023
	FY2024
	y-o-y

	Revenue
Net IAS 41 gain
	3,455
(115)
	3,581
(10)
	4%
(91%)

	Cost of sales
	(2,704)
	(2,889)
	7%

	Gross profit
	636
	682
	7%

	Other operating income
	54
	71
	33%

	Other operating expenses
	(35)
	(23)
	(34%)

	Net impairment losses on financial assets
	4
	(11)
	n/a

	Loss on impairment of assets
	(15)
	(229)
	15.6x

	General, administrative and selling expenses
	(205)
	(213)
	4%

	Operating profit
	439
	276
	(37%)

	Finance costs, net
	(122)
	(69)
	(43%)

	Foreign exchange gain, net
	63
	33
	(47%)

	Other (expenses), net
	(12)
	(29)
	2.5x

	Profit before income tax
	368
	211
	(43%)

	Income tax (expenses) / benefit
	(69)
	(43)
	(37%)

	Profit for the period
	299
	168
	(44%)

	Attributable to equity holders of Kernel Holding S.A.
	299
	168
	(44%)

	Non-controlling interest
	(0.4)
	(0.3)
	(22%)

	EBITDA
	544
	381
	(30%)


Source: [8]
In general, the conducted economic analysis indicates the presence of certain negative trends in the dynamics of Kernel's financial indicators. In particular, a decrease in the level of financial stability is recorded. There is also instability in profitability indicators, which may indicate an insufficiently efficient use of the company's internal resources in the conditions of an unstable external environment and high volatility of the agricultural products market.
One of the key factors behind the negative dynamics of financial results is the growth of administrative and other operating expenses, as well as a decrease in income from currency fluctuations (Figure 2.2). This indicates the need to revise approaches to cost management, optimize internal processes, and introduce a more flexible management decision-making system. In this context, it becomes important to take into account behavioral factors in management, which will allow for more effective adaptation to changes in the external environment and ensure the stability of financial results.
[bookmark: _Hlk200060816]Analysis of the management system and the process of making managerial decisions in the company allowed to identify a number of behavioral effects that can significantly affect the current state of the enterprise [21]. These effects arise as a result of complex interaction of personal characteristics of managers, corporate culture, level of adaptability to changes and risk management within strategic and operational management (Table 2.5).
Table 2.5
Relationship between behavioral effects and Kernel's economic problems
	PROBLEM
	POSSIBLE BEHAVIORAL EFFECTS

	Decrease in operating profit and EBITDA
	Anchor effect, WYSIATI effect (What You See Is All There Is), underestimation of inaction

	High volatility of currency income and expenses
	Systematic selection bias, hyperbolic discounting

	Uneven growth in administrative expenses
	Illusion of control, status quo bias

	Difficulty in implementing new management decisions at all levels of the system
	Conservative thinking, delayed decision effect, fear of uncertainty


Source: compiled by the author
In order to confirm the assumptions about the influence of behavioral factors on the effectiveness of management decisions, a questionnaire was conducted among the managers of the middle and senior management of «Kernel». 
We will use the method of expert assessments, in particular the Delphi method, to identify behavioral factors that affect managerial decision-making at « Kernel ». This method makes it possible to predict estimates of subjective judgments in complex and weakly formalized systems based on a survey of a group of experts [36]. Also, such a survey allows us to identify the internal beliefs of managers, the level of their confidence in actions, as well as potential cognitive distortions, for example, the effect of excessive self-confidence or a tendency to avoid risks that may affect the strategic decisions of the enterprise.
In order to investigate the impact of behavioral effects on management decision-making, an anonymous survey was conducted among 10 middle and senior managers of Kernel (Table 2.6). 
Each respondent was offered a questionnaire containing two questions: an individual self-assessment of the effectiveness of management decisions (on a scale from 0 to 10 points) and an assessment of the level of competitiveness of the enterprise (as a percentage from 0 to 100%). This approach made it possible to find out how subjective perception of managerial efficiency correlates with realistic assessments of the company's market position. 
As a criterion for the reliability of responses, it was assumed that the length of the response interval should not exceed 20%.
Table 2.6
Initial data
	№
	Self-assessment of the effectiveness of management decisions (1-10)
	Assessment of enterprise competitiveness (%)

	1
	8
	85

	2
	7
	75

	3
	6
	70

	4
	7
	80

	5
	5
	65

	6
	6
	68

	7
	8
	90

	8
	7
	77

	9
	6
	72

	10
	7
	78


Source: according to a survey conducted by the author
Let the self-assessment coefficient be xi and the expert's assessment – is yi. Number of experts n. Then, based on the data obtained, we will perform the following calculations.
Calculation:
1. [bookmark: _Hlk200061470][bookmark: _Hlk200061642]Average group self-assessment – ratio of the sum of self-assessment coefficients to the number of experts (Table 2.7).
Table 2.7
Average group self-assessment
	Average group self-assessment

	S =
	6,7


Source: calculated by authors

1. [bookmark: _Hlk200061874]Average value of competitive rating – ratio of the sum of assessments by experts to the number of experts (Table 2.8).
Table 2.8
Average value of competitiveness
	Average value of competitiveness assessment

	S =
	76


Source: calculated by authors 

1. [bookmark: _Hlk200062015]Weighted average assessment of competitiveness – ratio of the sum of products of self-assessment coefficients to the level of competitiveness to the sum of self-assessment coefficients (Table 2.9).
Table 2.9
Weighted average assessment of competitiveness
	Weighted average assessment of competitiveness

	xi
	yi
	xiyi

	8
	85
	680

	7
	75
	525

	6
	70
	420

	7,0
	80
	560

	5
	65
	325

	6
	68
	408

	8
	90
	720

	7
	77
	539

	6
	72
	432

	7
	78
	546

	S =
	76,94029851


Source: calculated by authors

[bookmark: _Hlk200062119]Calculate the median (Table 2.10). This is the arithmetic mean between mid-order, ascending or descending estimates.
Table 2.10
Median
	Median

	xi
	Yi

	5
	65

	6
	70

	6
	68

	6
	72

	7
	75

	7
	80

	7
	77

	7
	78

	8
	85

	8
	90

	Ме=
	77,5


Source: calculated by authors
[bookmark: _Hlk200062249]We calculate the area of trust (Table 2.11).
Table 2.11
Scope of trust
	Scope of trust

	max(yi)=
	90
	 

	min(yi)=
	65
	 

	Quartile =
	6,25
	 

	Trust area lower bound
	71,25
	%

	Trust area upper limit
	83,75
	%

	(71,5; 83,75)

	Trust iterval
	12,5
	 


Source: calculated by authors
The confidence interval is between 68.75% and 88.25%, that is, it is 19.5 and meets the criterion. Thus, the task is completed. 
Generalized results showed that the average score of self-assessment of managerial decisions is 6.7, which indicates a moderate level of confidence of experts in their own managerial competencies. At the same time, Kernel's average level of competitiveness was estimated at 76%, which demonstrates a fairly high self-esteem of the business by managers. It is important to note that the spread of estimates in both cases did not exceed 20%, which indicates the relative homogeneity of expert views.
The self-assessment interval of managerial decisions is within the permissible limits (3 points), while the competitiveness assessment has an interval length of 25%, which slightly exceeds the permissible value (20%). This may indicate a different degree of confidence of experts (managers) in the market position of the company and the presence of cognitive distortions in the evaluation.
Delphi's considered method of expert assessments has undoubted advantages over methods based on the usual statistical processing of the results of individual surveys. The presence of poorly qualified experts gives less impact on the group assessment than with a simple averaging of the results, since by obtaining new information they have the opportunity to adjust their answers.
[bookmark: _Hlk200062623]Kernel production potential management system is presented in Table 2.12.
Table 2.12
«Kernel-Trade» LLC Production Potential Management System
	Factor
	Characteristics

	Organization
	Determine the optimal delivery time and optimize production

	Performance analysis
	Analysis of the current market situation, principles of universality to achieve optimal profit at minimal cost, annual assessment of the competencies of each employee

	Drawing up a plan and forecasts
	Planned work only with suppliers, characterized by low fluctuations in costs, stable regularity of consumption and high accuracy of operational forecasts

	Motivation system
	Providing its employees with a competitive remuneration system and ensuring social security

	Monitoring of activities
	Material and moral support of employees, assessment of the quality of products in relation to general standards

	Regulation of activities
	Respond quickly to requests from partners, protect the company's reputation, comply with contractual terms, check and timely publish financial reports on business activities

	Building effective capacity
	Corporate MBA training, internships abroad, enhancing internal corporate culture


Source: [44].
The main purpose of this system – ensure the effective functioning of the enterprise by optimizing delivery times, achieving profitability at minimal costs, maintaining high quality of products, rapid response to external threats and personnel development. 
An integrated approach to production potential management, implemented in the company, allows you to maintain competitiveness, increase labor productivity and form an effective corporate culture.
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[bookmark: _Toc200482250]OVERCOMING THE FRAMING EFFECT IN MANAGEMENT DECISIONS BY ACTIVATING BEHAVIORAL MECHANISMS


0. [bookmark: _Toc200482251] Effect of framing effect on management decision-making

In the ХХІ century, which is increasingly defined as the era of information technology and psychological impact, the problem of communication in the management decision-making process is of particular importance [53]. One of the key factors of effective management interaction is the semantic load of the message: positively or negatively colored words are able to form an appropriate emotional background that directly affects the motivation and behavior of the recipient. Therefore, the information environment today is considered not only as a data transmission channel, but as a powerful tool for shaping decisions through the impact on perception.
The central concept in such communication is a frame – a psychological frame within which a person comprehends information. Frame forms the cognitive context of the event, directs attention and determines how it will be interpreted this or that management situation. 
The framing effect occurs when our decisions are influenced by the way information is presented. Equivalent information may be more or less attractive depending on which features stand out.
This distortion has a decisive impact on the quality of management decisions, as it is able to reorient the attention of managers from rational analysis to emotionally or associatively reinforced signals [49]. In this context, we are talking about situations where even the same information – for example, risk statistics or income forecast – is perceived differently depending on whether the emphasis is on the positive or negative aspect. 
Prospect theory, developed by D. Kahneman and A. Tversky, demonstrates that people, including managers, tend to avoid losses more than to strive to win, and that is why they are more likely to choose less risky, but also less effective options. This so-called "loss aversion" becomes a critical factor in avoiding bold strategic steps even under favorable conditions.
Framing is often activated under the influence of heuristics – mental "quick decisions" that are used to reduce cognitive load. The availability heuristic forces managers to focus on the most visible, most relevant or emotionally colored information, while the affect heuristic stimulates decision-making based on emotions rather than long-term analysis.
In today's information environment, where managers process large amounts of data on a daily basis, this leads to overestimation of short and bright messages and ignoring deep analytical conclusions. In real cases, this is manifested, for example, in the superiority of presentations with positive visualization over critical analytical reports or in the tendency to make decisions based on the rhetoric of a "successful example" instead of structured risk analyses.
Framing plays a particularly important role in crisis situations or in conditions of uncertainty, when the emotional component of managerial decisions is strengthened, and logical information processing is weakened. In such cases, even experienced managers may be inclined to populist decisions, presented in a positive way, but devoid of strategic depth. 
Also, the effect of framing is influenced by individual characteristics – age, emotional stability, the level of cognitive load. For example, older people or those who are under stress are more likely to make decisions focusing on the positive formulation of alternatives, neglecting the real consequences.
At the same time, framing can also be a tool for improving management efficiency, if used consciously. The ability to present information in the right frame allows you to change the perception of the problem, increase staff motivation or adapt communications to the characteristics of the target audience. For example, the frame of "opportunities" better activates innovative thinking, while the frame of "threats" mobilizes for anti-crisis actions. Knowledge of framing mechanisms allows not only to protect oneself from manipulation, but also to create a more effective architecture of decisions in management [13].
Thus, framing significantly affects decision-making styles, particularly in public administration and business. According to the approaches of neuro-linguistic programming, the effectiveness of managerial communications increases significantly when the manager is able to consciously change frames - focusing on the "problem" to move to the "result" frame, that is, to see not only difficulties, but also ways to achieve the goal.
In addition to cognitive distortions, the demographic characteristics of individuals, in particular age, gender, cultural affiliation, religious beliefs, etc. have a significant impact on managerial decision-making. For example, young people tend to show a greater propensity for risk, while more mature leaders act more cautiously. Women are more likely to make decisions based on emotional context, while men tend to rationalize the situation. These individual characteristics form cumulative behavioral biases that can be transmitted to the level of the entire organization, affecting its strategy and effectiveness.
Framing effect as distortion of information perception is not universal in its manifestations – its intensity and direction of action depend on a number of individual and contextual factors. 
Acceptance of framing varies greatly between people depending on educational level, cultural characteristics, experience, emotional state and other characteristics. Awareness of these factors is extremely important in management, as it allows not only to predict the reactions of individuals to a certain form of information presentation, but also to purposefully model the architecture of choice to achieve the desired managerial results.
First, education plays a key role in critical thinking. Persons with higher education have a tendency to skeptical analysis of the information presented, which makes them less vulnerable to manipulative framing. They are more likely to be able to identify logical errors or biases in wording and make more informed choices. Similarly, knowledge about the subject of discussion also works – the more knowledgeable a person is in a particular area, the less they rely on emotional or rhetorical presentation of the material.
Secondly, cultural characteristics significantly affect the response to different types of framing. For example, individualistic cultures (such as the US or Germany) may be more likely to respond to frames that emphasize personal choice and responsibility, while collectivist cultures (such as Japan or Ukraine) may be more positive about a frame focused on group consent or security. 
Personal experience also plays an important role: those who have dealt with similar situations in the past are more likely to recognize the artificiality or manipulability of a certain presentation of information.
Another significant factor is risk tolerance. People with low risk exposure tend to be more vulnerable to negative framing, which emphasizes loss or threat. Instead, optimistic individuals respond better to a positive frame that emphasizes opportunities and benefits. 
Along with this, preconceived notions about the topic – that is, already formed attitudes – can strengthen or weaken the influence of the frame. For example, a manager who is already set against digital transformation will critically perceive even positive frames regarding automation.
Particular attention should be paid to the impact of the emotional state. Emotions caused by the message or formed due to external factors (for example, stress) can significantly increase the susceptibility to emotionally charged frames. This strengthens the use of affect heuristics - making decisions based on emotions, not logic. 
The same applies to beliefs – if the frame appeals to the value system with which a person identifies himself, he is likely to agree with his message. For example, an entrepreneur who deeply believes in market efficiency will perceive a frame that glorifies competition much more favorably than a frame that emphasizes state intervention.
The last two factors – attention resources and degree of involvement – relate to cognitive load and motivation. Persons who have a limited amount of attention or simultaneously perform several tasks are more often influenced by framing, since they do not have enough resources for deep processing of the message [12]. Conversely, high involvement in the issue, when the issue is of personal or professional importance, stimulates a more detailed assessment of arguments and reduces the impact of the form of presentation.
Thus, the framing effect is not permanent or universal, and its influence within the managerial process depends on the whole complex of characteristics of the person and the situation. Taking into account these factors makes it possible to improve the quality of communication in management, minimize the impact of manipulation and increase the efficiency of decision-making in organizations.
Recommendations for overcoming the framing effect in management decisions:
1. Conduct training on the development of emotional intelligence for managers in order to increase their ability to self-reflection and manage emotions in the decision-making process.
1. Implement intangible motivation systems that stimulate staff involvement, increase the sense of significance of each employee and reduce the susceptibility to manipulation through framing.
1. Regularly review management decision cases where framing has occurred to train staff to identify and avoid this cognitive distortion.
1. Provide multi-format communication in decision making – present information from different perspectives to achieve a more balanced vision of the situation.
1. Promote the construction of trusting relationships in the team, which reduces the level of anxiety and reduces the likelihood of impulsive decision-making under the influence of incorrectly presented information.
In modern behavioral management, attention is focused not so much on changing the personal beliefs of individual managers as on creating an environment that "pushes" to make more rational decisions. It is on this principle that the concept of nudge is based – "soft nudge," which allows you to direct behavior without pressure or prohibitions [18]. Thus, effective management in conditions of uncertainty requires not only knowledge of framing patterns or cognitive distortions, but also the ability to consciously change the decision-making space – from the architecture of choice to the style of communication.


[bookmark: _Toc200482252]3.2 Behavioral tools for overcoming framing: staff motivation and development of emotional intelligence of managers

Emotions are an integral part of the psycho-emotional state of a person, which directly affects his behavior, perception of reality and interaction with the environment. 
In management, emotional states can significantly change the nature of decision-making, often weakening the ability to rationally analyze the situation [34]. Even a high level of cognitive intelligence does not guarantee the avoidance of mistakes if the person is under strong emotional influence. In such cases, decisions are made impulsively, which can have negative consequences both for the personality of the manager and for the organization as a whole.
An insufficient level of emotional intelligence can complicate not only career growth, but also everyday professional interaction. People often allow negative emotions to dominate constructive thinking, which leads to misinterpretation of situations and blocking the rational way out of the problem [19]. Moreover, emotions have the ability to spread among the team, affecting the overall atmosphere in the organization. In this context, it is important not only to be aware of your own emotional state, but also to be able to regulate it, preventing destructive influence on the team and decisions made.
Suppose an HR manager tried very hard and found very smart and professional people to work together in a large project. All of them have extremely high mental abilities, but each of them puts in the main corner only his beloved. It is clear that the project will fail. Therefore, when selecting personnel, Eichar must certainly take into account the emotional intelligence of employees – their ability to understand the feelings of others and the ability to control their own emotions. The higher a person has developed empathy, the more comfortable it will be with others, and this will certainly positively affect the work of the entire team [31]. 
Top managers most need a high level of empathy – for effective personnel management. Emotionally intelligent leaders can inspire and motivate their teams, cope with difficult situations and build strong relationships [48].
However, emotional intelligence is quite possible to acquire and develop.
Management, which cares about a comfortable working environment for all employees, can conduct team building and trainings, events with the inclusion of exercises for the development of emotional intelligence. 
A large company should have its own psychologist, small teams can hire a specialist specifically for leadership training, tests or exercises. A psychologist can offer many different forms for the development of emotional intelligence – coaching, seminars, quests. Development exercises in EQ in game form can be included in corporate programs. As a rule, such a combination of pleasant and useful gives excellent results.
The success of any enterprise is formed under the influence of numerous factors, but its employees play a key role in this process. Ensuring sustainable business development is impossible without the introduction of an effective system of staff motivation, which is part of a modern approach to human resource management [41]. 
Practical observations and analytical studies prove that properly motivated employees demonstrate a higher level of productivity, creativity and responsibility [27]. A productive employee is the most valuable asset of the company. 
Today, more than ever, organizations need personnel who have an internal motivation to achieve common goals. When employees are satisfied with the work and feel interested in the process, the company is able to move confidently to strategic success. The main task of the manager is to achieve results through a team that requires him to inspire and motivate subordinates [42]. Thus, the formation of a motivational environment should become an integral part of management practice. 
F. Lutens and R. Kreitner proposed a general model for solving behavior modification problems of the entire organizational system, which was called "situational behavior management." The implementation of this model involves a five-step program: 
1) formulation of desired behavior; 
2) measuring frequency of behavioral responses; 
3) analysis of circumstances of manifestation of behavioral reactions; 
4) behavioral correction through the use of behavioral training strategies; 
5) assessment of changes in employee behavior [47].
FACTORS THAT INFLUENCE THE FORMATION OF GENERAL PERSONNEL BEHAVIOR
Management
Socio-psychological
Biopsychological
Demographic
Cultural
Determine the distribution of rights, powers, and responsibilities between team members, and the presence of leadership potential in the manager
Determine behavior depending on the relationships between individuals in a group or organization
Determine behavior depending on the individual characteristics of people
Determine behavior depending on people's gender and age
They determine behavior depending on elements of culture characteristic of a particular society.












Fig. 3.1. Factors influencing the formation of general personnel behavior
Source: compiled by the authors.
Staff motivation is a key factor in the effective operation of the enterprise. It not only affects the individual productivity of employees, but also determines the overall success of the organization. 
Among the main advantages provided by the presence of motivated employees, the following can be distinguished:
1. Productivity growth.
The effectiveness of an employee depends not only on his professional knowledge or experience, but also on the level of personal interest in achieving goals. Only if there is an internal desire to perform tasks, along with professional ability, maximum efficiency is achieved. Motivated employees work with greater efficiency, show initiative and responsibility, which positively affects the overall results of the enterprise.
1. Improving morale in the team.
Systematic support of employee motivation contributes to the formation of a positive emotional climate. When employees experience inner satisfaction and self-confidence, they are easier to overcome difficulties, more open to teamwork and less likely to become participants in conflicts. Such a moral climate reduces the number of absenteeism and increases general discipline.
1. Increased staff loyalty.
Motivated employees tend to show greater commitment to their organization. They understand the value of their work and feel supported by management. This reduces staff turnover, and therefore the cost of recruiting and adapting new employees. In conditions of a stable team, the company can focus resources on the implementation of strategic tasks.
1. Increased creative activity.
High motivation contributes to the disclosure of creative potential. Employees who are passionate about their work are not afraid to express new ideas, are looking for non-standard solutions and are actively involved in innovation processes. This allows the company to adapt more effectively to market changes.
1. Stimulating professional growth and self-realization.
Motivated employees strive to achieve personal goals and develop professionally. Having understood the connection between the efforts made and the achieved result, employees continue to improve their skills, which is beneficial both for themselves and for the enterprise as a whole.
Thus, staff motivation is not only a tool for improving efficiency, but also an important condition for the stable development of the enterprise. Ignoring the motivational aspect can lead to loss of potential of even the most qualified employees, and therefore to a decrease in the competitiveness of the company.
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The study analyzed the theoretical foundations, practical manifestations and ways to improve the effectiveness of management decisions by using a behavioral approach in enterprise management. The results of the work allow us to formulate a number of generalizations and practical conclusions.
Behavioral economics proves that people often interpret situations differently from the standard model of rational choice. Instead of logical and consistent analysis, individuals are prone to systematic errors in judgments that are predictable in nature. This means that even experienced and competent individuals can make irrational decisions contrary to their own long-term interests.
In the course of Kernel's activity analysis, it was found that management decisions, despite the general strategic weighting, are often accompanied by the influence of behavioral factors, in particular: risk avoidance, status quo effect, excessive confidence and framing. Special attention should be paid to cases when information presented in different contexts influenced the final decision of managers. Kernel's assessment of the effectiveness of managerial decisions showed that taking into account behavioral factors can significantly reduce the likelihood of errors caused by cognitive distortions. The use of behavioral tools contributes to a deeper understanding of decision-making processes and allows to adapt management to real features of human behavior.
ОOne of the key factors of such behavior is the context – the way information is presented or "formatted." Even minor changes in the description of the situation can significantly affect the choice of a person, changing his reactions to the same data. Such sensitivity to wording (framing effect) complicates the process of making managerial decisions, since the perception of decision options is dependent not so much on their objective quality as on the way they are presented.
Since cognitive biases are often individual in nature, some individuals are systematically prone to making irrational or false decisions. To avoid the transformation of such errors to the level of organizational policy, it is important to introduce special mechanisms that would neutralize or correct individual distortions. One effective solution is collective decision discussion, which reduces the impact of personal biases through diversity of viewpoints. Additionally, it is worth creating a favorable environment for decision-making, focusing on the principles of the "architecture of choice" and the concept of nudge, which allows you to delicately adjust behavior without direct coercion. Such approaches contribute to the formation of a more objective management process, especially in conditions of high uncertainty. 
The effect of the framing effect on the management decision-making process, which often manifests itself in a distorted perception of information, depending on how it is presented. Such cognitive bias can lead to irrational or risky management decisions. As a means of overcoming this effect, behavioral tools are considered, in particular, staff motivation and development of emotional intelligence of managers. It was proved that internally motivated workers are able to more objectively perceive managerial tasks, and emotionally mature managers better control the influence of framing due to a deeper understanding of both their own reactions and those of subordinates. 
So, the introduction of a behavioral approach to enterprise management is an actual and promising direction, which allows to improve the quality of management decisions, increase the efficiency of the organization and ensure its resistance to external and internal challenges.
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