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CHAPTER 1

INTRODUCTION

1.1 Research Background

Managerial decision-making is one of the most important responsibilities in
modern organizations. Managers constantly choose between alternatives related to
resources, strategy, and operations, often in environments that are complex and
uncertain. Traditional decision-making approaches are sometimes not enough
when organizations face large volumes of data, rapid technological change, and
intense competition.

Artificial Intelligence (Al) has become an important tool that helps managers
analyze data, detect patterns, predict outcomes, and support judgment. Many
organizations now use Al to improve planning, forecasting, and risk evaluation.
These systems can support faster and more informed decisions.

However, the success of Al is not based only on technology. Human factors such
as trust, organizational culture, and ethical awareness play a major role in how Al
recommendations are accepted and used. Managers still need to balance automated
Insights with their professional judgment and responsibility.

This research explores how Al integration influences managerial decision quality.
It also examines managerial trust as a mediating factor and considers how
organizational culture and ethics shape this relationship. The goal is to better
understand how technology and human judgment work together in decision-
making.



1.2 Research Problem

Although Al adoption is increasing, there is still uncertainty about how it truly
affects decision quality. Some managers hesitate to depend on Al due to lack of
understanding or trust, while others may rely on it too heavily without proper
ethical consideration.

Organizations often invest in Al systems without ensuring that managers are fully
prepared to use them responsibly. This creates a gap between technological
capability and real decision outcomes.

1.2.1 Theoretical Gap

Much of the existing research focuses on the technical performance of Al while
giving less attention to human and organizational factors. Integrated models that
examine trust and ethics as influencing variables are still limited.

1.2.2 Practical Gap

Managers may lack clear guidance on how to integrate Al into their decision
processes. Limited training, unclear ethical standards, and resistance to change can
reduce the benefits of Al adoption.

1.3 Research Significance
1.3.1 Theoretical Significance

This study contributes to the literature by presenting an integrated framework that
connects Al integration, managerial trust, organizational culture, ethics, and
decision quality.

1.3.2 Practical Significance

The findings aim to provide practical guidance for organizations seeking to use Al
responsibly while improving managerial effectiveness.

1.4 Research Questions



=

How does Al integration influence managerial decision quality?

2. Does managerial trust mediate the relationship between Al integration and
decision quality?

How do organizational culture and ethics moderate this relationship?

4. What challenges do managers face when adopting Al-supported decisions?

w

1.5 Research Objectives

* Evaluate the impact of Al integration on decision quality.
* Examine managerial trust as a mediating factor.

* Analyze the moderating influence of culture and ethics.

* Identify practical challenges in Al adoption.

1.6 Research Hypotheses

H1: Al integration positively influences managerial decision quality.

H2: Managerial trust mediates the relationship between Al integration and decision
quality.

H3: Organizational culture and ethics moderate the impact of Al integration on
decision quality.

H4: Insufficient managerial readiness reduces the effectiveness of Al-supported
decisions.

Hypothesis Justification

These hypotheses are based on previous research suggesting that Al improves
analytical capability, but outcomes depend on trust and ethical environments.
Human acceptance and governance structures influence how effectively
technology is used.



1.7 Research Model

In this study, Al integration is the independent variable. It refers to the use of Al
tools to support decision making in organizations. The dependent variable is decision
quality, which includes making choices that are accurate, relevant, and responsible.
Managerial trust is the mediating variable, describing the confidence and belief
managers have in Al outputs. Organizational culture and ethics are moderating
variables. This means they change the strength and direction of how Al affects
decision quality. In summary, Al integration affects decision quality directly, and its

effect is influenced by managerial trust, culture, and ethical standards

[ Managerial Trust

(Mediatinlvariable)

Decision Quality
Al Integration

(Independent variable) (Depepaent variable)

Al integration affects decision quality directly;
its effect is influenced by managerial trust (mediator)
and by organizational culture & ethics (moderator).

Organizational
Culture & Ethics

(Moderating variables)

Figure 1.1: Conceptual Research Model



Conceptual Model Variables:

¢ Al Integration — Independent Variable (IV)

¢ Decision Quality — Dependent Variable (DV)

¢ Managerial Trust — Mediating Variable

¢ Organizational Culture & Ethics — Moderating Variables

Independent Variable: Al Integration

Dependent Variable: Decision Quality

Mediating Variable: Managerial Trust

Moderating Variables: Organizational Culture and Ethics

1.8 Operational Definitions

Al Integration — the degree to which intelligent systems assist managerial
decisions.

Decision Quality — how accurate, effective, and aligned decisions are with goals.
Managerial Trust — the manager’s confidence in Al outputs.

Organizational Culture — openness to innovation and collaboration.

Ethics — principles that guide responsible Al use.

1.9 Research Methodology

This study follows a mixed-methods sequential explanatory approach. Quantitative
data are collected first using a structured questionnaire, followed by qualitative
interviews to gain deeper understanding.

Data analysis includes descriptive statistics, structural equation modeling, and
thematic interpretation.

1.10 Measurement Framework

Al Integration — system usage
Decision Quality — accuracy and effectiveness



Managerial Trust — confidence in Al outputs
Organizational Culture — openness to innovation
Ethics — accountability in Al use

1.11 Scope of the Study

The research focuses on medium and large organizations that use Al-supported
decision systems, targeting managers involved in strategic decision-making.

1.12 Structure of the Research

Chapter 1 — IntroductionChapter 2 — Literature Review
Chapter 3 — Methodology

Chapter 4 — Findings

Chapter 5 — Discussion & Recommendations

CHAPTER 2
LITERATURE REVIEW

2.1 Introduction

This chapter reviews key theories and empirical studies related to Al integration,
decision quality, managerial trust, and ethical organizational culture.

2.2 Al Integration in Organizations

Al improves decision support by analyzing data and reducing uncertainty.
Successful implementation requires training and alignment with managerial
processes.

2.3 Decision Quality

Decision quality involves accuracy, relevance, and alignment with organizational
goals. Data-driven decisions often outperform intuition alone in complex settings.



2.4 Managerial Trust

Trust influences whether managers accept and use Al insights. Reliability and
transparency increase confidence.

2.5 Organizational Culture and Ethics

A supportive culture encourages innovation, while ethical frameworks reduce
misuse and bias.

2.6-2.11 Integrated Review

Research consistently shows that Al benefits are strongest when supported by
readiness, trust, and ethical oversight.

Chapter 3: Research Methodology
3.1 Research Design

The study adopts a Descriptive Analytical Approach. This design is
appropriate for describing the variables' characteristics and analyzing the
relationships between Al (Independent Variable), Managerial Trust
(Mediating Variable), and Decision-making (Dependent Variable).

3.2 Population and Sampling

The target population includes managers and professionals in
organizations using Al. A Convenience Sampling technigue was used
to collect data from a sample of 100 participants.



3.3 Data Collection Instrument

A structured electronic questionnaire was used, employing a 5-point
Likert Scale (1=Strongly Disagree to 5=Strongly Agree).

3.4 Statistical Analysis (SPSS)

Data analysis was performed using IBM SPSS Statistics v.28. Tests
included Cronbach’s Alpha for reliability, Descriptive Statistics
(Means/SD), and Linear Regression for hypothesis testing.

Chapter 4: Results and Discussion
4.1 Reliability Analysis
The internal consistency of the questionnaire was tested using

Cronbach’s Alpha. The total instrument scored 0.84, which exceeds the
acceptable threshold of 0.70, indicating high reliability.

Construct ﬁgmosf 'S\Ir&?:ad‘,s
Artificial Intelligence (Al) 8 0.84
Managerial Trust 7 0.81
Decision-Making 0 0.87
Total Instrument 24 0.84




No. of Cronbach’s

Construct [tems Alpha

Result: Since all values are > 0.70, the
questionnaire is highly reliable.

4.2 Descriptive Statistics

\ariable Mean (Std. Deviation |Level
Artificial Intelligence [4.12 |0.65 High
Managerial Trust 3.95 [0.72 High
Decision-Making 4.25 0.58 \Very High
4.3 Hypothesis Testing

The regression analysis showed a significant positive impact of Al on
Decision-making ($p = 0.67, p < 0.05%). Furthermore, Managerial Trust
was found to be a significant mediator, as the correlation between Al
and Trust was strong ($r = 0.72%).

4.4 Discussion

The results confirm that Al improves decision-making speed and
accuracy. However, without "Managerial Trust," the benefits of Al are
limited. Trust acts as the psychological catalyst that allows managers to
transition from data analysis to confident action.



Chapter 5: Conclusion and Recommendations
5.1 Conclusion

This research concludes that Al is a transformative force in managerial
decision-making. However, technology alone is insufficient. The
mediating role of trust is crucial; organizations must focus on building a
culture of trust between human leaders and machine intelligence to
achieve strategic goals.

5.2 Recommendations

1. Training: Provide Al literacy programs for managers to increase
their "Cognitive Trust™" in Al systems.

2. Transparency: Utilize "Explainable Al" (XAI) to ensure
managers understand how decisions are reached.

3. Policy: Develop clear ethical frameworks for Al-human
collaboration.
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APPENDIX: RESEARCH QUESTIONNAIRE

SECTION 1: DEMOGRAPHIC INFORMATION

Please select the most appropriate option for each of the following:

« Gender: [] Male [ ] Female
o Educational Level: [ | Bachelor’s Degree [ | Master’s Degree [ | PhD

« Years of Experience: [ ] Less than 5 Years[] 5 — 10 Years [ ] More than
10 Years

« Job Position: [ ] Junior Manager [ ] Middle Manager [ ] Senior
Manager

SECTION 2: RESEARCH VARIABLES SCALES

Please tick (v) the box that best describes your level of agreement with each
statement for all 24 items



Item
Description
(Questionnaire
Items)

Strongl
y
Disagre
e

Disagre
e

Neutr
al

Agre

Strongl
y Agree

Al
INTEGRATIO
N
(Independent
Variable - X)

Our
organization
utilizes Al to
automate
routine data
collection tasks.

[]

[]

[]

[]

[]

Al tools have
replaced
manual entry
for repetitive
managerial
reports.

[]

[]

[]

[]

[]

Administrative
workflows are
handled by
intelligent
automated
systems.

[]

[]

[]

[]

[]

Al systems
provide deep
Insights that
were previously
unavailable.

[]

[]

[]

[]

[]




Item
Description
(Questionnaire
Items)

Strongl
y
Disagre
e

Disagre
e

Neutr
al

Agre

Strongl
y Agree

The
organization
relies on Al to
identify hidden
patterns in
internal data.

[]

[]

[]

[]

[]

Predictive
analytics from
Al support the
development of
future
scenarios.

[]

[]

[]

[]

[]

Al tools
significantly
reduce the time
required to
process
complex
datasets.

[]

[]

[]

[]

[]

Real-time
information is
readily
available
through
integrated Al
dashboards.

[]

[]

[]

[]

[]

Al integration
has accelerated
the speed of
information

[]

[]

[]

[]

[]




Item
Description
(Questionnaire
Items)

Strongl
y
Disagre
e

Disagre
e

Neutr
al

Agre

Strongl
y Agree

flow between
departments.

MANAGERIA
L TRUST
(Mediating
Variable - M)

-

| believe the
recommendatio
ns provided by
Al systems are
consistently
accurate.

[]

[]

[]

[]

[]

Al outputs in
our
organization are
free from major
technical errors.

[]

[]

[]

[]

[]

| can depend on
Al-generated
data for critical
resource
allocation
decisions.

[]

[]

[]

[]

[]

|

| am confident
in using Al
insights for
long-term
strategic
planning.

[]

[]

[]

[]

[]




Item
Description
(Questionnaire
Items)

Strongl
y
Disagre
e

Disagre
e

Neutr
al

Agre

Strongl
y Agree

-

My reliance on
Al systems has
grown as |
observed their
performance
over time.

[]

[]

[]

[]

[]

-

| trust Al more
than traditional
manual
forecasting
methods.

[]

[]

[]

[]

[]

DECISION-
MAKING
QUALITY
(Dependent
Variable - Y)

o

Al integration
has noticeably
reduced the
margin of error

in my decisions.

[]

[]

[]

[]

[]

The quality of
my decisions
has improved
since the
adoption of Al
tools.

[]

[]

[]

[]

[]

|

Al provides a
more objective

[]

[]

[]

[]

[]




Item
Description
(Questionnaire
Items)

Strongl
y
Disagre
e

Disagre
e

Neutr
al

Agre

Strongl
y Agree

basis for
decision-
making
compared to
intuition.

-

| am able to
make faster
decisions
because Al
provides data
instantly.

[]

[]

[]

[]

[]

N

Al helps in
meeting strict
deadlines for
complex
managerial
choices.

[]

[]

[]

[]

[]

The time gap
between
identifying a
problem and
making a
decision has
decreased.

[]

[]

[]

[]

[]

Decisions
supported by Al
align better
with the
organization’s
overall strategy.

[]

[]

[]

[]

[]




Item
Description
(Questionnaire
Items)

Strongl
y
Disagre
e

Disagre
e

Neutr
al

Agre

Strongl
y Agree

N

Al tools help in
achieving a
better
competitive
position
through
informed
choices.

[]

[]

[]

[]

[]

N

Overall, Al has
made me a
more effective
and efficient

decision-maker.

[]

[]

[]

[]

[]

All items are measured using a 5-point Likert Scale:

1 = Strongly Disagree | 2 = Disagree | 3 = Neutral | 4 = Agree | 5 = Strongly Agree




TABLE OF RESEARCH INSTRUMENTS

Variable Variable : : No. of Source

Type Name Dimensions Items (Reference)
Independent Al Automation, 9 (Davenport &
(X) Integration Analysis, Speed Ronanki, 2018)
Mediating Managerial Reliability, 6 (Cerrato et al.,
(M) Trust Competence 2023)
Dependent Decision Accuracy, 9 (Rahwan et al.,
(Y) Quality Efficiency 2019)

Total 24
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