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Abstract

This paper examines the influence of behavioral strategy in navigating disruptive
environments that thrive in volatility, uncertainty, complexities, and ambiguity. Drawing
from psychology, organizational behavior and strategic management, behavioral strategy
brings to light such dimensions of managerial decision-making as cognitive, emotional
and social aside of rationalist presupposition. The research conceptualizes behavioral
strategy with respect to some of the lead dimensions such as cognition, biases and
heuristics, leadership behavior, group dynamics, and organizational culture with
relevance to a disrupted context of technological innovation propelling digitalization,
geopolitical instability, sustainability pressures, and global shocks. Of particular interest
is the magnification of mental shortcuts when in an uncertainty situation, and the results
of such strategic errors. The interaction between managerial cognition, strategic foresight,
adaptive learning, and an ambidextrous organization in the platform of resilience building
is also a part of the paper. More so, emotional intelligence, humility, and visionary framing
leadership behaviors can be cited as important sources of adaptive capacity. The
theoretical foundations of the paper include the perspective of bounded rationality, the
prospect theory, upper echelons theory and dynamic capabilities, and offer a conceptual
framework explaining how behavioral strategy is related to organizational survival and
competitive advantage in a disruptive context. It summarizes that organizations that
nurture and practice cognitive diversity, psychological safety, and adaptive learning
processes stand in a better position to foresee shocks, reduce bias in decision making and
attain sustained performance within turbulent environments.

Keywords: Behavioral strategy; Disruptive environments; Cognitive biases; Strategic
foresight; Adaptive learning; Leadership behavior; Organizational culture.

Introduction

Business in the 21st century is becoming turbulent, volatile and disruptive. Advances in
digital technology, globalization, shifting consumer expectations, and socio environmental
pressures have radically reshaped competitive landscapes, leaving firms exposed to
unprecedented levels of uncertainty (Christensen, Raynor, & McDonald, 2018). The
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marketplace today is characterized by the discontinuity, product life cycles at a shorter
cycle, lack of stability between industries and abrupt invasion of competitors by
unorthodox entrants unlike in the stable industrial periods where competition goes by
predictable rhythms. Companies are thus forced to change their strategic methodologies in
terms of strategy and implementation.

Rational choice and economic optimization foundations of traditional strategic
management models too frequently fail to perform properly in such situations. Such
models assume stable environments, complete information, and rational actor’s conditions
that rarely hold in dynamic and disruptive settings (Gavetti, 2012). The decision-makers
(under disruption) are subject to information overload, mental constraints, and
uncertainty all of which contribute to the possibility of committing strategic errors.
Consequently, there has been growing interest in behavioral strategy, an emerging
paradigm that integrates psychological, cognitive, and social perspectives into the study
and practice of strategy (Powell, Lovallo, & Fox, 2011). Behavioral strategy challenges the
assumption of purely rational managerial decision-making by acknowledging bounded
rationality (Simon, 1997), cognitive biases (Kahneman & Tversky, 1979), and the role of
social dynamics in shaping strategic outcomes. It underlines that strategies are not only
the calculation of economics but highly involve how leaders feel about threats and
opportunities, group processes through which information is handled and how
organizational culture directs behavior in these ambiguous situations. This perspective is
particularly relevant in disruptive environments where strategic agility, resilience, and
adaptability are essential for survival (Teece, 2007).

Interaction between behavioral strategy and disruptive environments give rise to serious
questions of both theory and practice. What are the implications of cognitive bias on the
managerial reaction to technological disruption? How can the leadership behavior
encourage organizational resilience under volatility? What can firms do to sustain their
competitiveness even in the face of repeated re-writings of industry rules through adaptive
learning and various mental models? Such questions point to the necessity of an all-
inclusive concept frame linking behavioral strategy and organizational outcomes in
disruption.

Part of the conceptual contribution of this study is to investigate how behavioral strategy
can be useful in disruptive environments. Specifically, it pursues four objectives:

1. To examine and synthesize the background of theoretical underpinnings of behavioral
strategy.

2. To explore the salient features of disruptive environments and its strategies.

3. To introduce the conceptual framework of the connection between behavioral strategy
and organizational capabilities (resilience, adaptability and innovation).

4. Identify potential avenues of future research and to describe theoretical, practical and
policy implications.

216 | Page




American Journal of Interdisciplinary Research and Development
ISSN Online: 2771-8948

Website: www.ajird.journalspark.org

Volume 38, March - 2025

Such investigation is important to the extent that it attempts to incorporate behavioral
strategy into the vocabulary of disruption, which does not yet receive enough focus, in spite
of its increasing prominence. The paper presents a contribution to the theory of strategic
management and can provide managers who have to fight with the circumstances of
disruption with the ideas.

The rest of the paper is organized as follows:

Section 2 gives a more detailed review of the literature to increase its depth concerning
behavioral strategy and disruptive environments; Section 3 develops the conceptual
framework and propositions; Section 4 provides the discussion of theoretical and practical
implications; and Section 5 will conclude and provide recommendations and directions of
further research.

2, Literature Review

2.1 Conceptualizing Behavioral Strategy

The use of behavioral strategy has enjoys the limelight following the inadequacy of
rationalist, economics basis of strategic management theories. Powell, Lovallo, and Fox
(2011) describe it as the integration of behavioral insights from psychology and
organizational behavior into strategy research and practice. Rather than working with the
assumption that managers are hyper-rational agents, who maximize utility B.S. considers
human constraints and investigates to what extent the limited rational behavior, the
application of heuristics, and the socio-emotional dynamics of people influence a decision.

Key Dimensions of Behavioral Strategy include:

1. Cognition: How managers perceive, interpret, and frame strategic issues (Gavetti, 2012).
2. Biases and Heuristics: Systematic deviations from rationality, including overconfidence,
anchoring, and escalation of commitment (Kahneman, 2011).

3. Leadership Behavior: Personality traits, values, and emotional intelligence influencing
strategic direction (Goleman et al., 2013).

4. Group Dynamics: The effect of team composition, diversity, and conflict on collective
decision-making (Janis, 1982).

5. Organizational Culture: Shared norms and values that constrain or enable strategic
adaptation (Edmondson, 2019). Therefore, behavioral strategy evokes a more realistic
picture of the way the strategies appear and develop in practice.

2.2 Defining Disruptive Environments

A disruptive environment refers to an operating context characterized by rapid,
discontinuous changes that challenge established business models and strategic logic
(Christensen et al., 2018). Such environments are closely aligned with the VUCA
framework—Volatility, Uncertainty, Complexity, and Ambiguity (Bennett & Lemoine,
2014). Sources of Disruption include:
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Technological Innovation: This has transformed industry structures in the form of artificial
intelligence, robotics, blockchain, and biotechnology. Digitalization and Platforms:
Examples include firms like Uber, Airbnb, and Amazon and show how competition via
platforms disrupts incumbents.

Geopolitical Instability: The shocks occur due to trade disputes, use of sanctions and
conflict.

Sustainability and Social Pressure: This is due to disruptive change led by climate change
and ESG regulations, and activist stakeholders.

Pandemics and Global Shocks: COVID-19 was the best example of changing strategic
landscapes via exogenous, sudden shocks. Disruption fundamentally alters competitive
rules. Incumbents often fail to adapt because they misinterpret signals, underestimate new
entrants, or cling to legacy models (Christensen, 1997). Hence, firms must cultivate
behavioral awareness to remain adaptive.

2.3 Cognitive Biases in Disruptive Contexts

Behavioral strategy highlights how biases are magnified under uncertainty.
Overconfidence Bias: Managers may overestimate their ability to predict technological
trajectories, leading to flawed investments (Moore & Healy, 2008).

Confirmation Bias: Decision-makers seek information that validates existing beliefs,
blinding firms to disruptive threats (Nickerson, 1998).

Escalation of Commitment: Firms persist with failing strategies despite environmental
shifts due to sunk cost effects (Staw, 1981).

Anchoring Bias: One way in which leaders are at risk is that they may think too much about
historical standards in the given industry and overlook the emergence of new forms of logic
in resettlement.

Status Quo Bias: A preference for established routines hinders strategic renewal
(Samuelson & Zeckhauser, 1988).

These biases contribute to incumbent failure in disruption. Behavioral strategy thus
provides tools such as scenario planning, devil’s advocacy, and red teaming to mitigate
their impact (Lovallo & Sibony, 2010).

2.4 Managerial Cognition and Strategic Foresight

Disruptive environments require managers to develop foresight—the capacity to anticipate
weak signals and construct plausible future scenarios (Rohrbeck & Kum, 2018). Behavioral
strategy emphasizes mental models and interpretive schemas that influence what
managers’ notice and how they interpret environmental shifts (Walsh, 1995). Companies
that have heterogeneous thinking positions have a better opportunity of identifying
disruptive threats earlier.
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Strategic foresight practices include:

Scenario planning.

Horizon scanning.

Use of artificial intelligence (AI)-driven predictive analytics.

Encouraging cognitive diversity within leadership teams.

Behavioral-strategy therefore associates managerial thinking with the capacity of the firm
to forecast as well as react to disruption.

2.5 Adaptive Learning and Flexibility

Traditional strategy emphasizes planning and optimization, but in disruption, learning and
adaptability are more critical (March, 1991). Behavioral strategy supports exploration
(seeking new knowledge) alongside exploitation (refining existing capabilities). Such
duality allows companies to tame current performance and still be ready in the coming
days.

Behavioral enablers of adaptive learning include:

Psychological safety that encourages experimentation (Edmondson, 2019).

Feedback loops that reinforce learning from failure.

Organizational ambidexterity that balances stability with innovation (O’Reilly & Tushman,
2013).

Accordingly, companies engaging in institutionalization of behavioral learning processes
would be able to survive in worlds where hard plans do not work.

2.6 Leadership Behavior and Emotional Intelligence

In disruption, leaders are central to the process of leading organizations. Upper Echelons
Theory (Hambrick & Mason, 1984) suggests that organizational outcomes reflect
managerial values, cognition, and experiences. Behavioral strategy highlights leadership
behaviors such as:

Emotional Intelligence (EI): The ability to recognize and manage emotions to sustain
morale and adaptability (Goleman et al., 2013).

Humility and Learning Orientation: Leaders who admit ignorance and encourage collective
learning improve resilience (Vera & Crossan, 2004).

Behavioral Ambidexterity: The ability to balance exploration and exploitation (Raisch &
Birkinshaw, 2008).

Visionary Framing: Creating effective action stories that decrease uncertainty and catalyze
adaptive action. Behavioral leadership will therefore play a central role in the survival of
firms in the turbulence.

2.7 Organizational Culture and Behavioral Alignment

Organizational culture influences how behavioral strategies are enacted. Cultures that offer
resilience are found in disruptive environments with openness, diversity and
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experimentation. Psychological safety encourages employees to voice concerns and
propose innovations without fear of reprisal (Edmondson, 2019). On the other hand,
hierarchical rigid cultures support the escalation of biases, lack of dissent and slow down
the process of adaptation. In such a way, culture can be treated both as the facilitator of
behavioral strategy and as a limitation.

2.8 Bounded Rationality (Simon, 1997):

Bounded rationality highlights that managers make decisions under conditions of limited
information, cognitive constraints, and time pressure (Simon, 1991; March & Simon, 1958).
In disruptive environments, managers cannot process all available data and instead rely on
heuristics and satisficing strategies (Gigerenzer & Selten, 2002). This explains why
organizations may not always follow rational economic logic but instead adapt based on
simplified cognitive frames (Gavetti, 2012).

Prospect Theory (Kahneman & Tversky, 1979):

Prospect theory emphasizes that decision-makers exhibit loss aversion and frame choices
differently under risk and uncertainty (Tversky & Kahneman, 1992). In disruption, firms
may take excessive risks to recover losses or avoid risky strategic pivots due to fear of failure
(Barberis, 2013). Recent studies also show that executives’ framing of opportunities and
threats significantly shapes strategic responses in turbulent markets (Levin, Schneider, &
Gaeth, 1998; Zhang & Cueto, 2017).

Upper Echelons Theory (Hambrick & Mason, 1984):

This theory argues that organizational outcomes reflect the characteristics, cognition, and
values of top managers (Carpenter, Geletkanycz, & Sanders, 2004). In disruptive
environments, CEOs’ experience, risk orientation, and cognitive styles influence how firms
navigate uncertainty (Finkelstein, Hambrick, & Cannella, 2009). More recent behavioral
strategy research suggests that managerial biases and socio-cognitive frames mediate firm
adaptation (Nadkarni & Herrmann, 2010; Wowak, Hambrick, & Henderson, 2011).

2.9 Bounded Rationality (Simon, 1997):

Bounded rationality highlights that managers make decisions under conditions of limited
information, cognitive constraints, and time pressure (Simon, 1991; March & Simon, 1958).
In disruptive environments, managers cannot process all available data and instead rely on
heuristics and satisficing strategies (Gigerenzer & Selten, 2002). This explains why
organizations may not always follow rational economic logic but instead adapt based on
simplified cognitive frames (Gavetti, 2012).
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Dynamic Capabilities (Teece, 2007):

Dynamic capabilities emphasize sensing, seizing, and reconfiguring resources to adapt to
changing environments (Teece, Pisano, & Shuen, 1997). Behavioral strategy research
extends this by showing that managerial cognition and decision-making routines are
central to capability deployment (Helfat & Peteraf, 2015). In disruptive contexts, firms with
strong learning orientation and cognitive adaptability demonstrate superior resilience
(Augier & Teece, 2009; Eisenhardt & Martin, 2000).

Organizational Learning Theory (March, 1991):

The explorationexploitation paradigm described by March describes how the organizations
reconcile efficiency and innovation. Behavioral strategy literature highlights that biases,
routines, and managerial attention shape this balance (Levinthal & March, 1993).
Disruption often forces firms to shift toward exploration, but excessive exploration without
exploitation can undermine survival (Crossan, Lane, & White, 1999; Argote, 2013).
Theories of absorptive capacity (Cohen & Levinthal, 1990) further reinforce how learning
processes underpin strategic adaptation.

Complexity Theory (Anderson, 1999):

Complexity theory suggests that organizations operate in nonlinear, adaptive systems
where small changes can lead to disproportionate outcomes (Stacey, 1995; McKelvey,
1999). In disruption, behavioral strategies must account for unpredictability, emergent
order, and adaptive self-organization (Levinthal, 1997). This aligns with research on
complex adaptive systems that emphasizes experimentation, feedback loops, and
decentralized decision-making as survival mechanisms (Dooley, 1997; Eisenhardt &
Piezunka, 2011).

3. Conceptual Propositions and Conclusions

3.1 Visions of the Foundations

The above survey indicates that disruptive environments increase the influence of the
behavioral factors on the shaping of strategic outcomes. It is not merely external turbulence
that poses a challenge to the firms but also the behavioural constraints of the decision-
maker. Based on this, behavioral strategy presents an eye through which cognition, biases,
leadership behaviours and organization culture influence capabilities of firms to alter and
endure performance. Organizations in disruptive situations should:

Reduce Cognitive Biases that bias the decision-making.

Build Strategic Foresight through expanded managerial cognition.

Encourage Adaptive Learning that would flourish in the state of uncertainty.

Utilize Leadership Behaviors Which Build Resilience and Agility.

Orientate Culture towards being open, taking risk, and psychological safety.
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These behavioral practices, when systematically adopted, shape dynamic capabilities
(sensing, seizing, reconfiguring) and enhance firm resilience, adaptability, and competitive

advantage

3.2 Proposed Conceptual Framework
Framework Flow:

Behavioral Strategy Practices

Organizational Outcomes

!

Cognition & Bias Mitigation
Strategic Foresight
Adaptive Learning
Leadership Behaviors

Cultural Alignment

!

Organizational

Capabilities

\ 4

Resilience
Agility
Innovation

Dynamic Capabilities

Source: Authors Conceptualization, (2025)

3.3 Propositions
Proposition 1 (Bias Mitigation):

Firms that implement behavioral strategies to mitigate cognitive biases (e.g., through
structured decision protocols and scenario planning) are more likely to make effective
strategic choices in disruptive environments.
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Proposition 2 (Strategic Foresight):

Employing the behavioral strategy practices that increase cognition and foresight of
managers will have a positive impact on the capacity of the firms to predict and act on
disruptive shifts.

Proposition 3 (Adaptive Learning):

The adaptability of organizations in disruptive environments will be greater where there
are learning mechanisms through experimentation, feedback loops and failure tolerance.
Proposition 4 (Leadership Behavior):

Taking into account the leadership styles that pay special attention to emotional
intelligence, humility, and ambidexterity will reinforce the correlation between
organizational resilience and behavioral strategy.

Proposition 5 (Organizational Culture):

The mediating role of cultural fit to openness, diversity, and psychological safety between
behavioral strategy and the firm performance during disruption.

Proposition 6 (Dynamic Capabilities):

Behavioral strategy practices positively influence the development of dynamic capabilities
(sensing, seizing, and reconfiguring), which in turn enhance sustainable competitive
advantage. under disruption

4. Discussion

4.1 Theoretical Implications

The paper offers contribution to the strategic management of literature by combining the
behavior strategy and the disruptive environment. Although the past strategy research has
focused more on rational decision-making and resource-based views, this research brings
out the behavioral basis of strategic adaptability.

To begin with, it reveals that cognitive biases are not errors as such; rather they are
structural aspects that either lead to survival of firms in disruption. This understanding
can add value to the bounded rationality theory: how thorough bias-mitigation measures
may enhance the quality of strategic decisions.

Second, it extends dynamic capabilities theory (Teece, 2007) by emphasizing that sensing,
seizing, and reconfiguring are underpinned by behavioral elements—such as foresight,
learning, and leadership orientation. Dynamic capabilities are not developed without
behavioral enablers.

Third, the study bridges upper echelons theory (Hambrick & Mason, 1984) with disruption
literature, highlighting how leadership behaviors (emotional intelligence, humility,
ambidexterity) critically shape resilience and competitive advantage.

Lastly it also makes a contribution to the scholarly debate on organizational learning and
culture by demonstrating that organizational cultures of openness, diversity and
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psychological safety are behavioral preconditions of successful adaptation to turbulent
contexts

4.2 Practical Implications

The results are practical in offering a guide to managers working under disruptive settings:
1. Bias Awareness and Minimization: Managers need to institutionalize solutions to biases
such as devil-s advocacy and red- teaming, and scenario planning to overcome
overconfidence and confirmation bias.

2. Strategic Foresight Practices: Horizon scanning, cross-industry monitoring and
cognitive diversity are all practices that firms can and should make investments in, to
enhance ability to anticipate disruption.

3. Leadership Development: Training in leadership must be focused on the emotional
intelligence, humility, and ambidextrous thinking. To continue performing, leaders have
to consider exploring and exploiting.

4. Organizational Culture: managers ought to foster cultures which promote
experimentation, embrace defeat and reward creativity of thinking. These kinds of culture
encourage learning and nimbleness.

5. Technology Integration: While behavioral strategy focuses on human judgment, digital
tools (e.g., Al analytics, big data) can augment decision-making and reduce bias if deployed
thoughtfully.

4.3 Policy Implications

To the policymakers and regulators, the results indicate that adaptive capabilities in
industries are essential in making any country competitive. Policies should:

Backup the executive education in behavioral and adaptive strategy.

Reward new systems of innovation based on experimentation.

Developing design regulatory schemes that can facilitate instead of hinder adaptation of
the organizations to discussions. These can strengthen both firm- and industry-level
resilience in the system.

5. Conclusion and Future Research

5.1 Conclusion

The disruption environment has now become the feature character of the modern strategic
environment. Although helpful, traditional rationalist strategies based on their methods of
strategy can no longer be used to deal with turbulence characterized by uncertainty,
volatility and rapid changes in the technological environment. This paper has made the
argument that behavioral strategy provides a crucial counterpart, since it takes seriously
the bounded rationality, snarling biases, mental cognitions and leadership practices and
cultural processes that condition strategic performance.
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The conceptual model created herein illustrates that behavioral strategy has become a key
source of organizational resilience, agility, and sustainable competitive advantage during
disruption. Combining the dynamic capability with the practices of behavior, the paper
brings into focus the ways organizations can sense, seize, and reconfigure the resources
amid uncertainty better.

5.2 Directions for Future Research

As such a paper is conceptual hence should require the empirical verification of its
propositions. Future studies can examine:

1. Propositions Study: Basically here we shall have Surveys, experiments, case studies
aimed at investigating the association between behavioral strategy practices and
organizational performance in disruption.

2. Cross-Cultural Studies: Exploring the impact that varies among cultures have in
implementing the behavior strategy during derailment.

3. Industry-Specific Applications: Examining behavioral strategy in industries particularly
prone to disruption (e.g., technology, finance, healthcare, and energy).

4. Digital-Behavioral Integration: Investigating the interaction of Al, big data and decision-
analytics tool sets with human biases and behavioral strategies.

5. Longitudinal studies: How can you tell about the development of behavioral strategies
in the face of disruptions over the time?

Researchers can explore further the ways in which behavioral insights can enhance strategy
when disrupted by taking such avenues.
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