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Abstract

Artificial Intelligence (Al) is increasingly shaping the fields of economics and management, influencing
productivity, decision-making, and strategic planning. This study explores the evolution of Al in these
domains, emphasizing its impact on economic growth, firm competitiveness, and managerial decision-making.
By integrating literature from various perspectives, the research develops a theoretical framework that
positions Al as a socio-economic disruptor necessitating adaptive management strategies. The study employs
a mixed-methods approach, combining analysis of the previous literature related to qualitative interviews with
Al experts and business leaders, quantitative data analysis, and case studies. Research observations focus on
Al's impact in increasing efficiency, maintaining balanced allocation of the resources, and also take care of
the biases in various decisions making. But some challenges like biases of algorithms, research ethics, and
general barriers exist. The present study is basically a review of previous research work which may help to
support economic and management theories by optimizing decision making models and providing beneficial
recommendations to improve the process of Al adoption. These in depth investigations have very important
applications for business leaders, development of the workforce, makers of the policies in an Al-driven
economy.

Keywords: Algorithm Bias; Artificial Intelligence; Economic Productivity; Managerial Decision-Making;
Strategic Al Management.

1. Introduction

Artificial Intelligence plays a very significant role in
the fields of economics and management. It redefines
the strategies to be applied, altering the decisions
accordingly, building new concepts for decision
making and enhancement of the productivity. It has
very impactful benefits in the improvement of the
machine learning algorithms. It created new
possibilities for global markets, corporate business
operations and financial decision policies. The
advancement of Al provides both unprecedented
opportunities and formidable challenges, requiring
businesses and policymakers to adapt to the rapid
pace of technological change. In the domain of
economics, Al is playing a very efficient role in
increasing the automation of data, prediction of
analysis and insights of the data driven decisions. The
increase in the use of machine learning models has
optimized forecasting of the financial decisions,

allocation of the required resources, and management
of the supply chain, resulting in the improvement of
the performance of economic and enhancing
competitiveness. In addition, Al is also helping the
public sector to take better decisions in policy making
and in handling data more efficiently. Al is helping
the public sector for making important taxation
decisions, labour markets policies, monetary policies
which leads to better and more beneficial results for
the efficient development of an economy. In the
domain of management, Al is helping the managers
and corporate to take better decisions for improving
the efficiency of the various operations and also
incorporate innovations in their organization.
Various companies are applying the Al powered
business decisions and analysis for improving
customer mangers relationships and to gain an edge
in the competition with other companies and
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organizations. Moreover, Al is also helping in
creating a good environment for the workforce and
also reshaping the workforce by up skilling them with
new innovative trends and technologies. To prepare
them for Al integrated environments for better
efficient results. Although, Al is giving good efficient
results, but some concerns are also attached to Al
regarding ethical decisions making, biases in the
algorithms and challenges in the regulations of the Al
driven policies. The application of Al in economics
and management should be made with proper
framework taking consideration of both its benefits
and limitations.

Al Integration in Managerial Decision-Making

Marketing
Supply Chain

20.0%

25.0%

Operations
Finance

HR

Figure 1 Al Integration in Managerial Decision
Making [1]

So, it will leads to a proper use of Al which can be
done with transparency, efficiency and responsibility.
Ignorance of the concerns regarding Al can’t be
practiced if proper full potential of Al is required to
harness its more efficient applications with the
knowledge of its risks as well. The research present
in the paper explores the effect of Al in economics
and management. Analysis of the contributions of Al
in growth of economy, competitions in various
businesses and several types of decision-making
policies is explored. Efforts were made to analyze the
previous literature available to gain some insights in
the evolution of Al. By going through the existing
literature, the evolution of Al is provided in the fields

of economics and management. And proposed
theories and strategies for the Al adoption for the
ethical and sustainable goals related to economics
and management domains are also presented.
McKinsey Global Al Survey showing Al Integration
in managerial decision-making is shown below in
Figurel to have a picture of its extent of the fields of
its applications.

2. Literature Review

Artificial Intelligence plays a very important role in
improving and transforming the fields of economics
and management. It influenced various factors such
as decision making, policies making, automation and
strategies planning and development. The literature
survey done on AI’s evolution can be broadly
classified into important themes such as: Impact of
Al on productivity of an economy, its role in making
decisions related to management, ethical
considerations and its implementations for the future
challenges. The work of (Brynjolfsson and McAfee,
2014) focused on the contributions of Al in
automation of machines which leaded to the growth
of the economy and changes in the labour market
dynamics. On the same track (Agrawal, Gans, and
Goldfarb, 2019) explored the effect of Al on decision
making and how it helped in saving money and time
in a firm or organization. It also helped in good
predictions for both future growth and innovation of
the firm. In the continuation a study by (Furman and
Seamans, 2019) revealed Al in broader sense related
to its impact on economies in a competitive
environment. In market completions both growth
with risks and without risks plays an important role
for the development of a firm or an organization.
Regarding management field survey (Cockburn,
Henderson, and Stern, 2018) discussed the effect of a
competitive and innovative environment within firm
and with different firms. These factors drive a firm
progress by optimizing its resources, workforce,
strategies and decisions for the improvement in the
productivity and favorable results in an organization.
The transformative role of Al was investigated by
(Makridakis, 2017). The study focused on the
enhancement of the decision making efficiency and
forecasting of the future resources requirements and
finance requirements. (Muller and Bostrom, 2016)
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explored the concerns of Al. Its long terms effects on
the management and economics decisions. It also
emphasized on the displacement of the jobs due to the
evolution of Al and ethical considerations. Al
research requires a deeper study to frame business
models and policies to enhance productivity of an
organization. A model was created (Zheng et al.,
2021) for optimizing Al driven predictions which
further improved the decision making capacity in the
environment related to macroeconomics. (Soni et al.,
2019) investigated the effect of Al on the varying
market strategies and innovation in the businesses for
the overall growth of a firm. (Brynjolfsson and
Unger, 2023) studied the effect of Al on macroscopic
economy environment. Study revealed the effects of
Al predictions on the shifts in the labour markets
dynamics. The (OECD, 2023) survey focused on the
making of balance between the adoption of Al, its
applications for the required benefits and its concerns
or limitations. The challenges in the adoption of Al
in businesses were also analyzed. A proper adoption
of Al is required while keeping in mind its related
risks and limitations also. This is required to utilize
Al efficiently. (Kaplan, 2016) studied the use of Al
ethically with considerations of its social effects. This
is important for making good decisions and policies
for the growth of an organization. A responsible Al is
required for governance and leadership in both public
and private sectors. (Russell & Norvig, 2021)
investigated that Al adoption in various forms effects
the statistics of an organization related to its financial
of managerial decisions. The above literature survey
gives information about the increasing demand of Al
in the various organizations. To manage economics
and management related work Al adoption can be
done but its blind adoption may lead to disrupted
results. This is an important factor of concern. As Al
have benefits with attached risks as well. Its use
should be ethical and for society benefits. Al with
innovations is the demand of the present generations
which can be used for profits, growth and
development of an organization. But its concerns and
risks should not be ignored especially ethical and
societal related. An innovative interdisciplinary
approach using Al technology is required which can
reduce the risks of its use and increase the benefits

having capacity of adaptability according to the
situation as well. A theoretical effort is made in the
present research to investigate previous research and
to gain some insights on the present requirements of
an adaptable Al driven decision making technology.
Al adoption in global economies is shown below in
Figure 2 according to survey of Organization of
Economic Co-operation and Development (OECD).

Al Adoption in Global Economies (%)

Adoption Rate (%)

USA China EU India Japan
Figure 2 Al Adoption in Global Economies [11]

2.1. Preliminary  Ideas for  Theoretical
Contribution
Present study focus on the extension of the existing
literature by providing a new theoretical framework
which is beneficial for the development of Al’s
economic and managerial applications by enhancing
adaptability of the firm and improving its strategies.
A major contribution of this research is to make
different important concepts to be incorporated in Al
not only to make advancement in technology but also
to take care of the socio-economic imbalance that
requires an adaptive Al which can be beneficial for
varying economics and management policies and
strategies.
2.1.1. Adaptive Al- Driven Theory

This theory will focus on the adaptation of Al with
the different kinds of businesses and economies. It
will help the organizations to take decisions for its
growth and development. By considering the Al
driven results according to the benefits of the society,
it will give considerations to the risks and limitations

of using Al which can leads to shifting of workforce,
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change in the demand of workforce, changing skills
requirements, firm’s competitions. It will take care
that how the firms will grow and innovate themselves
without ignoring its ethical and social concerns and
limitations.

2.1.2. Constructing Framework Incorporating

Al Driven Strategies

This concept or theory will help in creating enhanced
framework to analyze data, workforce, available
resources, and market completions. It will also
investigate the role of Al in the variable leadership,
changing economic conditions and different policies
or strategies. It will consider all the varying factors
which affect the productivity of an organization.

2.1.3. Ethical and Societal Considerations
The research will help in making conclusions from
the debates on responsible Al and irresponsible Al. It
will provide ethical guidelines for its adoption in a
business. With the help of the above theoretical
considerations it will help to bridge the gap in
understanding Al full potential and its impacts on
economics and management. It will offer broader
information about the policies, strategies, business,
leaderships and innovation in the Al driven
transformation. Al adoption trends in business
sectors is shown below in Figure 3.

Al Adoption Trends in Business Sectors

80

60}

40+

Adoption Rate (%)

20

2010 2012 2014 2016 2018 2020 2022 2024
Year

Figure 3 Brynjolfsson & McAfee, [2]
3. Methodology
It will combine both quantitative and qualitative
approaches to investigate the evolution of Al with
time. It will be applicable for both economics and

management domains and will help in the growth and
development of almost all sectors of an organization
[3-5].

3.1. Theoretical Research Analysis
The study of the existing literature will be done
thoroughly in this approach. It will include the study
of various research papers, news papers articles,
industry or firms reports and various case studies to
establish a good foundation of AI’s impact on the
both economics and management domains.

3.2. Qualitative Research
It will include interviews with the experts,
economists, leaders in the management field to
collect all the information which will help to give an
idea about the Al adoption trends, limitations and
challenges in its adoption and future innovation
directions. In addition to this, case studies with the
different managers of the organizations will also be
conducted to know the merits and demerits of the
adoption of Al in their firms.

3.3. Quantitative Analysis
This study will focus on the sources connected to the
secondary data collection such as the reports of the
economics and statistics of the Al adoption to gain
the insights of Al adoption and its impact on the
productivity,  employability and  workforce
performance. In this method machine learning can
also be applied to find the trends in the growth of an
economy and its Al implementations.

3.4. Comparative Analysis
In this approach of the study, comparisons between
different organizations will be done. It will help to
find the best way to adopt Al considering its
challenges and future innovations. By comparing
different organizations, a clear picture or conclusion
can be made on the merits and demerits of the
adoption of Al.

3.5. Policy Framework Having Ethical
Consideration
The study will explore the different policies

regarding adoption of Al in different sectors whether
it’s a public or private sector. It will help to create a
balanced framework which will support in making
decisions in both economics and management
domains. It will create a responsible Al which will
take care of the different concerns attached to it. By

OPEN aAccsss IRIAEM

1730


about:blank

International Research Journal on Advanced Engineering

and Management
https://goldncloudpublications.com

e ISSN: 2584-2854
Volume: 03

Issue: 05 May 2025
Page No: 1727 - 1735

https://doi.org/10.47392/IRJAEM.2025.0274

applying these methodologies a good understanding
can be made regarding AI’s evolution and its
applications in economics and management with the
considerations of ethical and societal concerns. Al
role in cost reduction by business department is
shown below in Figure 4.

Al's Role in Cost Reduction by Business Department

Supply Chain

HR
Marketing

Finance Customer Support

Figure 4 Al Role in Cost Reduction [6]

4. Study Hypothesis

4.1. H1: Al Adoption Has Positive Impact on

Economic Productivity
Increased use of Al leads to the enhanced growth and
productivity of a business. It increases efficiency and
optimizes the processes and strategic decisions [7-9].

4.2. H2: Al Driven Decision-Making Improves

Firm Competitiveness
Firms using Al have a great advantage over other
firms which have not adopted Al. It will increase the
reputation and position of the firm in the market. It
will help the firm for conducting future innovations.

4.3. H3: Al Integration In Management Leads
To Improved Resource Allocation

Al helps the organizations to allocate resources
efficiently and effectively to reduce wastage and any
operational inefficiencies.

4.4. H4: The Adoption of Al in Managerial
Decision-Making Reduces Humans
Cognitive Biases

The analysis done by Al reduces errors, gives a
detailed and effective statistics of the data. This will

leads to a good and appropriate decision-making in
an organization.

4.5. H5: Ethical and Regulatory Challenges

Influence Al Adoption Rates

The adoption of Al is dependent on the social and
cthical concerns. These can’t be ignored while
adoption of Al in a firm for its proper growth and
development.

4.6. H6: Al Induced Labor Market Shifts

Create New Employment Opportunities

The displacement of jobs is a factor of concern in the
application or adoption of Al. But at the same time
Al creates new jobs and skills demands in the new
industries, startups and organizations. These
hypotheses should be tested by the algorithms of both
qualitative and quantitative methodologies to gain the
insights of Al adoption and its impact on both
economics and management domains. Al-Driven job
growth across sectors (%) is shown below in Figure
5.

Al-Driven Job Growth Across Sectors (%)

Retail
Finance
Healthcare

Manufacturing

0 _é: 110 1I5 21) 2‘5 310
Job Growth (%)
Figure 5 Al-Driven Job Growth Across Sectors

[10]

5. Results and Discussion

The findings of this study will give information about
the impact of Al on both economics and management
domains. The results can be categorized into the
following key areas:

5.1. Al's Influence on Economic Productivity
The data collected will show that whether the
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adoption of Al really contributed to the growth of
economy, enhanced efficiency and increased
productivity. Regression models and trends analysis
will show the role of Al in the performance of an
economy.

5.2. Al-Driven Decision-Making

Competitiveness
The research will give a platform to access that
whether the firms adopting Al were more benefited
as compared to the firms not adopting Al. It will give
information about the superior decision making,
policies and strategies making in the Al adopted
firms. It will lead to its superior growth as compared
to the other firms.

5.3. Resource

Efficiency
The study will help to evaluate the adoption of Al and
its impacts on organizations. It will helps in proper
resource allocation with minimum wastage and cost.
It will also help to reduce the time and increase the
efficiency by applying automation with the help of
Al.

5.4. Reduction in Human Cognitive Biases
Survey data and experimental studies will determine
whether Al-assisted decision-making results in
reduced biases and improved judgment in managerial
and economic decisions.

5.5. Ethical and Regulatory Considerations
The research will analyze whether organizations with
well-defined Al governance frameworks and ethical
policies experience higher adoption rates and reduced
public concerns.

5.6. Labor Market and Employment Trends
The study will examine employability trends in Al-
integrated industries, assessing whether Al has
created new job opportunities, displaced certain roles,
or transformed workforce skill requirements.
Overall, the results will provide a proper platform for
leaders, managers, policy makers, private or public
sectors to adopt Al in a responsible way, considering
its potential risks and ethical challenges.

Conclusion

Implications for Theory and Practice section,
detailing how the study contributes to theoretical
frameworks and offers practical applications for
business leaders, policymakers, and organizations

and Firm

Allocation and Operational

workforce. Al contribution to GDP growth over time
according to World Economic Forum report is shown
below in Figure 6.

Al's Contribution to GDP Growth Over Time

GDP Growth Index
= - I~ =
[+)] @ o N . o

F-Y

2014 2016 2018 2020 2022 2024

Year

Figure 6 Al & Economic Growth Report, [15]

2010 2012

Theoretical Implications

Al Ethics & Regulation Strength by Region

S o (=)

Regulation Strength (1-10)

L)
T

0

North AmericaEurope Asia Africa South America

Figure 7 Al Ethics & Regulation Strength by
Region [11]

e This study contributes to economic and
management theories by integrating Al as a
transformative force influencing firm strategy,
market competition, and labor market dynamics.

e It provides a good decision making models by
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using Al driven models. It will reduce the
uncertainty in a process, enhance productivity
strategies and increase the chances of favourable
results in both public and private organizations
related to both economics and management
domains.

The proposed Al-Driven theory and strategy will
help in creating a framework which will provide
new possibilities in various organizations to
adapt themselves to the technological
disruptions. Al ethics and regulation strength by
region is shown below in Figure 7 according to
the Organization of Economic Co-operation and
Development 2023 report [12-17].

Practical Implications

Business leaders, educational organizations,
public or private sectors can adopt Al to increase
their productivity, efficiency, effectiveness,
competitiveness, proper resource allocation in
the growing markets. Investment trends in Al
technologies are shown below in Figure 8 [18-
22].

Investment Trends in Al Technologies (2010-2023)

1401
1201
100

80|

60

Investment (Billion USD)

401

20

2016 2018 2020 2022

Year

Figure 8 Investment Trends [8]

ok i i
2010 2012 2014

Policymakers can create favorable frameworks
which can help in adoption of Al without
ignoring its potential risks and ethical concerns
and algorithm biases.

Organizations can adopt Al while keeping in
mind that it should not ignore the ethical and
societal concerns related to Al. Al adoption
should be done but with transparency, unbiased,

responsibility and efficient decision making.
The findings provide a proper guidance on the
providing skills to the workforce, helping
workers to shift toward Al driven roles through
proper training and adapt to the changing job
profile in varying technological environment
conditions [23-25].
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