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Tacit knowledge is not easily recognized or acknowledged, but it can be a key factor in enhanc-
ing the quality of strategic decisions made by the top management team. A working detfinition of
tacit knowledge is the work-related practical know-how that is acquired through direct experi-
ence and instrumental in achieving goals important to the holder. The study provides an integra-
tion of the cognitive and strategic literatures to show that tacit knowledge is accessible and how
it plays an integral role in the context of strategic decision making. The authors propose that
better decisions will occur when tacit knowledge is employed overtly during strategy sessions.
Among other methods, the use of guided mental imagery seems to provide the simultaneous ben-
efits of explicating tacit knowledge as well as enhancing the socialization process necessary tor
its transfer among team members.

Why can some managers sift through vast quantities of complex informa-
tion and come up with the best course of action? Why is strategic manage-
ment plagued by a perception that it lacks systematic reasoning (Ansoff,
1988)? Are successful managers simply “smarter” than those less success-
ful? If so, then why does intelligence, as measured by 1Q, fail as a proxy for
predicting managerial success? Sternberg (1997) suggests that the link miss-
ing for relating success to intelligence is one’s hidden or tacit knowledge. In
the following discourse, we build on this relationship for illustrating the posi-
tive contribution of tacit knowledge in the context of strategic planning.
According to Wagner and Sternberg (1985), tacit knowledge is defined as
work-related practical knowledge learned informally through experience on
the job. Itis an intellectual and cognitive process that is neither expressed nor
declared openly but rather implied or simply understood. It is intimately
related to action such that it reflects knowing how as contrasted with knowing
what. Itis normally procedural in nature and acquired without direct instruc-
tion or help from others." And of critical importance in our context, it is
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practically useful and instrumental in the attainment of goals that the user
values; that is, it can be associated with achieving strategic goals and objec-
tives that are part of the larger organizational strategic plan.

Our context is that of strategic decision making (SDM) by the top manage-
ment team (TMT). The senior managers comprising the TMT, led by the
chief executive officer (CEQ), strive to position the organization with some
advantage over its competitors. Those factors under consideration during
strategic planning are often abstract, ill-defined, unstructured, and lacking in
precedence. Coincidentally, such characteristics are also those most suited
for applying one’s tacit knowledge. What we need is an awareness of, and a
method to better tap, this innate and invaluable resource.

First, we must emphasize that our focus is on the individual manager’s
tacit knowledge as a cognitive construct. Regardless of the many metaphors,
thinking is a uniquely human activity (Kim, 1993; Nonaka, 1994; Simon,
1991; Walsh, 1995). Second, we must consider the collective or aggregate
level because organization members adapt their body of knowledge through
sharing (Brown & Duguid, 1991; Kim, 1993; Nonaka, 1994) on both the
explicit and tacit levels (Spender, 1996).

We begin our discussion of tacit knowledge at the individual level. The
psychological literature provides for the general nature of knowledge and its
components of tacit and explicit knowledge. We then show how strategic
decisions are quite compatible with the application of tacit knowledge. We
then aggregate the individual level into the TMT level because the collective
environment affects our individual knowledge—both explicit and tacit
(Brown & Duguid, 1991; Gioia & Sims, 1986; Nonaka. 1994; Weick, 1995).
Also at the TMT level, we incorporate findings from the strategic manage-
ment literature on TMT dynamics and composition with the influence of tacit
knowledge. Finally, we touch on the linkage between the actual strategic
decisions and their potential influence on organizational performance. We
round out our discussion of tacit knowledge by presenting a pragmatic
approach to how managers can better benefit from their tacit knowledge
proactively.

KNOWLEDGE—A PROCESS MODEL

Although the construct of knowledge is difficult to describe, for our pur-
poses it is unnecessary to delve into a philosophical discourse on the numer-
ous definitions of knowledge. We choose to follow Grant’s (1996) pragmatic
and tautological view of knowledge by defining it simply as “that which is
known” (p. 110).
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Figure 1: Tacit Versus Explicit Knowledge
NOTE: TK = tacit knowledge; TMT = top management team.

Less philosophical and more recent discussions of knowledge have used
taxonomies and analogies (for a review, see, e.g., Miller, 1996; Walsh,
1995). Without denigrating other views, we follow one of the more popular
views that knowledge can be segregated into two types, explicit and tacit
(Nonaka, 1994; Nonaka & Takeuchi, 1995; Polanyi, 1966; Sternberg, Wag-
ner, Williams, & Horvath, 1995; Tsoukas, 1996; Wagner, 1987). Because
they are complementary (Brown & Duguid, 1991; Nonaka, 1994; Tsoukas,
1996), we separate them only for discussion and thus show the segregation on
Figure 1 with a dotted line.
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WHY TACIT KNOWLEDGE?

Although we are concerned most with the application of tacit knowledge,
we must also acknowledge the bidirectional enabling characteristics of
knowledge in general. That is, existing knowledge allows us to increase our
level of knowledge. From this perspective, existing knowledge serves as a
“goes-in,” which then permits the decision maker to apply that knowledge to
a given situation to make decisions, a “goes-out.” Because our focus is on the
application of tacit knowledge, we will only touch on knowledge creation
and will have a primary focus on its application.

Looking at knowledge creation, we can only make sense of an experience
by viewing it in relation to what we already know (Gioia & Ford, 1996),
through retrospection (Weick. 1979), or after the fact (Polanyi, 1966). Any
new knowledge can come only through new data combining with existing
knowledge (Gioia, 1986; Simon, 1991). In other words, the more we know,
the more we can learn.

From a psychological perspective, tacit knowledge resides just outside of
our active conscious (Gioia & Ford, 1996). For our purposes, the conscious is
that knowledge of which we are aware and the subconscious holds that of
which we are unaware (Hogarth, 1987; Parikh, Neubauer, & Lank, 1994).
The active conscious is that portion of the conscious that is storing data cur-
rently being perceived by our senses. The label active conscious means that
the perceptions (e.g., see, feel, hear, smell) stored there are those that can be
applied in addressing a current decision (Gioia & Ford, 1996).

In addition to being a gateway to the decision-making environment, the
active conscious is also a gateway to the rest of the mind. That is, after initial
capture, data are stored elsewhere in the mind—some to tacit knowledge, the
rest to the subconscious. Afterward, the data no longer exist in a perceptual
format and thus cannot be applied consciously. The active conscious must be
used to back translate stored knowledge into a perceptual format before it can
be applied (Gioia & Ford, 1996). As our experiences get stored, they are no
longer in an explicit format and thus cannot be easily accessed. Therefore, the
knowledge gains the tacit label.

However, because we are cognitive misers, we reserve the active con-
scious to address those decisions that are novel, abstract, complex, ill-
defined, unstructured, and have little or no set precedence (Taylor, 1981).
Those decisions not requiring much thought tend to be ready-made and
referred to as “cruising on automatic” (Gioia, 1986). Such ready-made deci-
sions rely on explicit knowledge or well-developed action routines triggered
after recognition of similar experience stored in the subconscious (Parikh
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et al., 1994) or through “leakage” from our tacit knowledge (Gioia & Ford,
1996).

On the other hand, successful managers often claim that it was simply
common sense or street smarts that led them to their decisions (Sternberg
et al., 1995; Wagner & Sternberg, 1990). This is particularly apparent after
seemingly automatic decisions that differ from “the way we’ve always done
it.” Such is the application of tacit knowledge; when applied, it is helpful but
neither expressed nor declared openly. We rarely recognize when we are
using tacit knowledge.

This recognition is a major point of debate about tacit knowledge—its
capacity for conscious access. Polanyi (1966) espouses one perspective, cen-
tered on the claim that people cannot describe their use of tacit knowledge;
we simply know more than we can tell. Sternberg et al. (1995) counter with
the position that individuals, if so tasked, can recall their use of tacit knowl-
edge. We embrace the latter perspective and base the remainder of our dis-
cussion on the assumption that under proper conditions, tacit knowledge can
be accessed consciously.

Finally, although we do not dwell on explicit knowledge, it is impossible
to consider tacit knowledge without its dialectic, explicit knowledge. The
knowledge included under the explicit label is often referred to with such
labels as conscious (Spender, 1996), declarative (Cohen & Bacdayan, 1994;
Nonaka, 1994), or coditied (Kogut & Zander, 1993; Liebeskind, 1996). Such
knowledge is routinely captured in records of past learning, such as standard
procedures, libraries, archives, or databases.

THE USE OF TACIT KNOWLEDGE DURING SDM

We now narrow our discussion from a general consideration of tacit
knowledge to that of our specific context of the SDM environment. Our goal
here is to illustrate how tacit knowledge is particularly valuable and fitting in
this context. For instance, the descriptors of the environment in which tacit
knowledge shines mirror those of the environment confronting strategic
decision makers. That is, tacit knowledge is used to fill in gaps of missing
information, make sense of the complex and abstract, distill numerous alter-
natives, and provide structure.

We will also extend the level of analysis from the individual to the TMT as
a collective. For instance, most organizations use a team format for making
strategic decisions (D’Aveni & Gunther, 1994; Hambrick, 1981, 1994;
Hambrick & Mason, 1984; Thompson, 1967; Wiersema & Bantel, 1992).
Therefore, incorporating the team format is intended to make our discussion
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more generalizable. Also, tacit knowledge, by its very nature, is difficult to
share without significant personal interactions (Nonaka, 1994). The combi-
nation of these two ideas provides the specific context of our discussion—the
TMT relying on tacit knowledge while making strategic decisions.

STRATEGIC DECISIONS AND TACIT KNOWLEDGE

One of the tasks in SDM is matching organizational resources to the com-
petitive environment (Ansoff, 1988). These environments can vary drasti-
cally in levels of complexity and turbulence. Complex environments often
have forces that are vague, ambiguous, and ill-defined with accompanying
interrelations having similarly confusing characteristics. Turbulent environ-
ments have elements that change often and in ways that are difficult to fore-
cast (Ansoft, 1988; Mintzberg, 1994).

In our context, strategic decisions are defined as those TMT decisions that
commit significant organizational resources, have significant implications
on the long-term viability of the organization, and are difficult to reverse
once implemented. The process of making such decisions includes evaluat-
ing current and future actions along with the capabilities and resources of our
organization as well as those of all of its competitors.

In addition to forecasting, or learning, a new environment, strategic plan-
ning also involves second-guessing competitor actions. There is no way we
can know for certain what the future will hold or what actions our competi-
tors are contemplating. We would, therefore, expect large gaps in the infor-
mation on which we are relying to make our decisions. Tacit knowledge
serves to fill in the gaps of what we can see (Gioia, 1986) much in the same
way that we are able to recognize words with missing letters during games
such as hangman. It therefore provides us with a more complete picture of the
future, which should set the stage for making higher quality decisions (Shina,
1990).

To summarize our context, strategic planning requires learning a new
environment, forecasting competitor actions, and making educated guesses.
Our intent is to show how tacit knowledge can be beneficial in helping make
sense of the complex and fill in the missing gaps. Next we will focus on the
individual as the decision maker and suggest how tacit knowledge can be
used to improve decision quality.

DECISION QUALITY BASED ON
TACIT KNOWLEDGE AT THE INDIVIDUAL LEVEL

Extant research (Wagner, 1987; Wagner & Sternberg, 1985, 1990) shows
a-positive and significant relationship-between one’s tacit knowledge and
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performance in managing oneself, managing tasks, and managing others.
Research using constructs closely related to tacit knowledge shows similar
influences. For instance, faster and higher quality decisions are made when
managers rely on their intuition. These results were applicable both at the
group (e.g., Bourgeois & Eisenhardt, 1988; Eisenhardt. 1989, 1990) and the
individual (e.g., Agor, 1984, 1985b, 1989a; Parikh et al., 1994) levels.
Although intuition was the independent construct and not tacit knowledge,
intuition may be considered a vehicle for accessing tacit knowledge (Parikh
et al., 1994). Therefore, we can infer that if the vehicle (i.e., intuition) had a
larger inventory of tacit knowledge to select from, then even faster and higher
quality decisions should develop.

The participants of the experiments in the above research were concerned
with committing significant personal resources toward their personal future.
We contend that these successes fit the criteria for strategic decision making.
In other words, strategic decisions commit significant organizational
resources to affect the organization’s future. There should therefore be a pos-
itive correlation between a manager’s tacit knowledge and the quality of her
or his strategic decisions.

Next, we incorporate the dynamics of the team and extrapolate the organi-
zational performance relationship. Because of space constraints, we are
unable to do justice to all the factors affecting individual and organizational
performances. Therefore, the relationships are depicted on Figure | with dot-
ted lines.

DECISION QUALITY BASED ON
TACIT KNOWLEDGE AT THE TEAM LEVEL

Any performance impact, individual or otherwise, from tacit knowledge
hinges on the TMT both as a group of individuals and as a team. This dual
consideration is necessary, because the human mind is useful as an analogy to
describe collective thinking as a way to tap the collective resources of the
individuals. However, teams do not have collective cognitive powers as the
collective mind may imply (Walsh, 1995); it is the individuals who possess
the necessary knowledge (Kim, 1993; Nonaka, 1994; Simon, 1991). There-
fore, we need a bridge between the advantages available from team decision
making and the tacit knowledge of the individual.

Tacitknowledge is not readily accessible and therefore is difficult to share
(Grant, 1996; Kogut & Zander, 1993; Nonaka, 1994). One method for over-
coming this difficulty in sharing is through socialization (Brown & Duguid,
1991; Eisenhardt, 1989; Nonaka, 1994). Socialization involves the interper-
sonal interactions of individuals, where experiences can be shared via both
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the verbal and nonverbal means.? Such socialization develops a community-
of-practice necessary for the social construction of learning (Brown &
Duguid, 1991) and facilitates the sharing of tacit knowledge among the team
members (Brown & Duguid, 1991; Nonaka, 1994). We therefore have an
increase in individual as well as the aggregate tacit knowledge caused by
social interaction.

Specific to our SDM context, we consider the TMT as the collective or
community of interest. The TMT is that group of senior level managers who
aid the CEO in deciding the strategic course of the organization (Hambrick,
1994; Hambrick & Mason, 1984; Hickson, 1986: Wiersema & Bantel, 1992).
Because of their seniority and therefore presumed breadth of experiences,
these managers should possess more tacit knowledge than others in the rest of
the organization. This assumption is consistent with the definition of tacit
knowledge—work-related practical know-how learned on the job. This
experience dimension could come from either tenure in the current organiza-
tion or experience in other related organizations (Brockmann & Simmonds,
1997).

The influence on the organization of the TMT is complex and has impacts
far beyond our current context (for a review, see, e.g., Hambrick, 1994;
Hambrick & Mason, 1984; Thompson, 1967; Wiersema & Bantel, 1992).
Still, many of the findings from extant research can be applicable to our con-
text. In particular, we rely on some of the implications of previous studies
that have focused on TMT composition and dynamics. For instance, TMT
composition affects the collective mental model the team uses to describe the
strategic environment (Wiersema & Bantel, 1992). Likewise, composition
also influences the socialization process, which affects the sharing of tacit
knowledge (Grant, 1996; Kogut & Zander, 1993; Nonaka, 1994). Therefore,
in the following discussion we diverge briefly from our original focus of
showing the influence of tacit knowledge and consider our secondary goal of
showing how tacit knowledge is affected by team dynamics.

TMT Dynamics and Tacit Knowledge

When examining TMT dynamics and its impact on tacit knowledge, we
must consider the conflict inherent in socialization. However, it is a particu-
lar type of conflict that is of interest. Amason (1996) segregated conflict into
two kinds—functional and dysfunctional. The functional conflict consists of
questioning the underlying assumptions managers use in their decision mak-
ing. Dysfunctional conflict is what we normally think of as conflict, consist-
ing of personal attacks and an undermining of team effectiveness. The bene-
fitssfrompsocializationywesiefentoate similai to those available through the
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use of functional conflict. It is obvious that dysfunctional conflict is detri-
mental from any perspective.

Research on the effect of conflict in team decision making on the quality
of aresulting decision is mixed (Amason, 1996). However, to take advantage
of any positive contribution, conflict is induced purposely through methods
such as devil’s advocacy or dialectical inquiry. As long as the induced con-
flict is functional, it should lead to a higher quality decision (Schweiger,
Sandberg, & Rechner, 1989). This improvement in decision quality is due, at
least in part, to the increased team knowledge and a shared understanding
(Amason, 1996).

That is, as socialization progresses, TMT members share their explicit
knowledge through personal interactions. As these “war stories” and narra-
tives are extended and shared, numerous metaphors and analogies are inter-
jected to construct a shared meaning (Smircich, 1983). These same meta-
phors and analogies assist in transforming explicit knowledge into tacit
knowledge (Brown & Duguid, 1991; Nonaka, 1994). Therefore, each team
member’s tacit knowledge is increased through the socialization process.
The net outcome is that both the level as well as the quality of the team’s col-
lective knowledge increases through the socialization process (Brown &
Duguid, 1991; Nonaka, 1994).

TMT Composition and Tacit Knowledge

Another popular focus of TMT research has been focused on the makeup
of the team. Team member demographics have been used to infer a team’s
homogeneity or heterogeneity (Finkelstein & Hambrick, 1990; Hambrick,
1994; Hambrick & Mason, 1984). In our context, if a TMT is homogeneous,
then little conflict exists and the members have a common understanding
through their prior socialization. If the TMT is heterogeneous, then func-
tional conflict is probable and will aid in developing a common understand-
ing. Regardless of composition, then, strategic planning sessions should
result in an interconnected, finite, and largely implicit mental model of how
the organization fits in its environment (Hambrick & Fukutomi, 1991). A
pseudo-collective mental picture is formed that should have a favorable
impact on the implementation of the decision (Amason, 1996: Fama &
Jensen, 1983).

The bottom line for the collective influence of the TMT is that each team
member will have increased knowledge, tacit and explicit, and that there will
be a collective understanding of and ownership in the decision outcome
(Amason, 1996; Andrews, 1971; Dess & Origer, 1987; Priem, 1990). From
an organizational performance perspective, these outcomes should improve
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Figure 2: Accessing Tacit Knowledge
NOTE: TKI = tacit knowledge inventory.

both the quality of the strategic decision and also the probability of its suc-
cessful implementation. Everything else remaining equal, we should then
expect a positive effect on organizational performance.

EXPRESSING AND BENEFITING
FROM TACIT KNOWLEDGE

The following provides several methods, which can be used to permit

individual managers’ to benefit proactively from their tacit knowledge. Fig-
ure 2 is an illustration of the various ways that tacit knowledge can be made
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available for making decisions. The theme of the methods is one of self-com-
munication as a proxy for the socialization process of a group.

One popular method for eliciting tacit knowledge is that of self-reflection.
This normally involves introspection, meditation, relaxation techniques, or
“kicking back.” The goal of these techniques involves communicating with
oneself to transfer the tacit knowledge into the active conscious in a percepti-
ble form. The actual process is not clearly understood but has proven success-
ful in experiments (Agor, 1984, 1986; Gioia & Ford, 1996).

A similar technique involves putting a problem aside and not working on
it consciously, thus allowing it time to incubate (Sternberg, 1996). This tech-
nique seems to remove any cognitive “interference” allowing the subcon-
scious to work on a problem unencumbered. It also lets the mind wander,
which may help provide some access to stored tacit knowledge (Gioia &
Ford, 1996). Incubation seems to work best if we first invest enough time in
the problem to explore it in several aspects and then allow enough time for
tacit recognition (Sternberg, 1996).

One method to both enhance one’s ability to access tacit knowledge and
actually access the knowledge is that of reinforcement. Two forms of rein-
forcement are recommended. One is to seek out trusted confidants and dis-
cuss with them personal successes in making decisions (Agor, 1984). Simi-
larly, explaining one’s thought process to someone else with a similar tacit
knowledge structure may help articulate such knowledge (Gioia & Ford,
1996). A similar tacit knowledge structure should be available in someone
with a similar professional background inasmuch as the knowledge is work
related.

The second method of reinforcement is to keep a diary of how one
responds to problems. On reflection of past decisions, the structure of one’s
if-then statements and thought processes can be inferred. This method uses
multiple senses much in the same way as talking to and listening to a confi-
dant and should aid in accessing tacit knowledge (Gioia & Ford, 1996).

Mental Imagery

Mental imagery is the process of visualizing pictures, events, and scenar-
ios in the “mind’s eye.” It has been used in such functions as representing of
abstract concepts, surfacing of assumptions, clarifying of goals, and enhanc-
ing of creativity (Jarvinen & Gold, 1981; Kazdin, 1978; Simonton &
Simonton, 1975). These functions all have characteristics closely related to
the process of strategic planning and problem solving.

Such a process allows managers to think of abstractions, such as forecast-
ing the future, in a realistic way (Anthony, Bennett, Maddox. & Wheatley,
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1993). Mental imagery helps alter our tacit knowledge (Saint-Onge, 1996),
as well as allow strategic planners to create, access, and change their visions
of the future by opening tacit knowledge to examination. As the TMT mem-
bers actually imagine themselves in a future scenario, they are able to
observe, as well as mentally manipulate, conditions that may well exist in the
imagined future.

Perhaps the best illustration of using mental imagery is in Anthony etal.’s
(1993) example of a person trying to remember how many windows are in his
or her house or apartment. Few can immediately remember the number of
windows in their home, but the knowledge is buried in the subconscious.
Therefore, most people envision themselves walking from room to room
mentally counting the windows; and eventually the person doing the “count-
ing” ends up with an accurate number. The mental imagery episode elicited
knowledge that was already there but tacit (i.e., the number of windows in
one’s home).

Although the window illustration is individually oriented, the process is
equally applicable to a group setting. For instance, a coach could guide TMT
members to visualize a future competitor. After reflection, each individual
describes his or her mental image of the competitor’s profile. All of the indi-
vidual definitions are shared with the group. The socialization process
exposes why certain traits were included or excluded in any description until
a predetermined level of group agreement is reached. The process yields an
explicit model that externalizes the originally internal or tacit knowledge.

In a very practical example, Doug Ivester, CEO of Coca-Cola, used a heli-
copter metaphor. Here he has his employees picture themselves mentally ris-
ing above where they are to change their perspective of how they look at
things (Morris, 1997). Ivester claimed that the process has allowed Coke to
turn the mature local market into a growth opportunity.

RELATIONSHIP BETWEEN PERFORMANCE AND
ACCESSING TACIT KNOWLEDGE

Returning again to Figure |, we can now incorporate the influences of
accessing tacit knowledge into the level of such knowledge. We would there-
fore expect any proposed relationships between level of knowledge and per-
formance to be moderated by an individual’s ability to access his or her tacit
knowledge. Based on these potential performance implications we propose
the following:

The influence of managers' tacit knowledge on the quality of their strategic deci-
sions will be moderated by their application of the methods (self-reflection,
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incubation, reinforcement, and mental imagery) necessary to access and apply
their tacit knowledge.

IMPLICATIONS

ORGANIZATIONAL PERFORMANCE

As stated earlier, our goals are to expose how managers can access and
employ tacit knowledge during the strategic decision process. As depicted in
Figure 1, when the TMT members access their individual tacit knowledge
and apply it in the SDM context, higher quality team decisions should
emerge. The individual’s cognition is then affected by but also affects the
TMT members’ interaction until a course of action is decided upon for the
entire organization to implement. Because ultimate decision quality is
enhanced, we should see a positive influence on organizational performance.
Although managers should influence organizational performance (Andrews,
1971; Ansoff, 1988; Child, 1972; Thompson, 1967), such performance is
affected by a convoluted collection of factors, which oftentimes conflict.

We contend that tacit knowledge may be the element missing in explain-
ing, at least partially, how some strategic decisions work out even though
they may not appear rational at the time they were made. Tacit knowledge
can reveal as rational* that which may appear initially as nonrational. For
instance, a decision considered nonrational because it lacked information
might simply have been an application of tacit knowledge filling the gaps.
Thus, by recognizing the potential influence of tacit knowledge, we may be
better able to explain the effects of decisions on the organization.

MANAGERIAL IMPLICATIONS

In addition to the organizational performance implications, the influences
from tacit knowledge have managerial implications. These implications
involve striking a balance between the two types of decision making—intu-
itive and analytical. The spectrum of decision types can be viewed as a close
parallel to the spectrum of knowledge—tacit and explicit. Considerations
include deciding on TMT succession and the conduct of TMT meetings.

When forming a TMT or deciding on replacement members, a prudent
CEO should inctude a prospect’s values and thought process in the selection
criteria. People carry with them traits that make them more inclined to be
either intuitive or analytical (Myers, 1984). They bring with them their own
values and beliefs (Cyert & March, 1963). Similar to Mosakowski’s (1998)
application of entrepreneurial resources, TMTs with an appropriate balance
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of members inclined toward the analytical and the intuitive would be able to
benefit from the combined talents. For instance, early in a strategic decision
process, when alternatives are being identitied, a subgroup of intuitive TMT
members should lead to more creative and innovative alternatives. Likewise,
toward the end of the process, a shift in focus toward selecting the best alter-
native is necessary. Those team members, inherently more analytical, may be
best at selecting alternatives. Simply stated, TMT members should be placed
where they can be of the greatest help in the chronology of the strategic plan-
ning process.

Of course, the rational decision-making process should be used wherever
it can do the most good because it helps define a problem and guide further
data collection (Isenberg, 1984). However, decision makers too often over-
analyze a situation to the point of “analysis-paralysis”™ (Agor, 1989b;
Eisenhardt, 1989; Fiol & Huff, 1992). Here, the process is slowed to the point
where any forthcoming actions may be overtaken by events thus negating
any benefit of such actions.

Instead of any one method, TMTs should incorporate available decision
support systems and other artificial intelligence for the purely rational por-
tion of the decision process and let the human mind handle those contextually
specific, ill-defined, ambiguous aspects for which the mind has been so
uniquely designed (Isenberg, 1984). The collective tacit knowledge of the
TMT could then be brought to bear on the more ambiguous aspects of a situa-
tion where it is most beneficial. In addition to enhancing the decision out-
come, tacit knowledge can also signal to the team leader when itis time toend
the analyses and make a decision (Schoemaker & Russo, 1993). Such a signal
is especially critical in turbulent environments where decisions are often
required very quickly and analysis-paralysis cannot be tolerated (Eisenhardt,
1989).

We can therefore see the benefits of tacit knowledge throughout the SDM
process. It is beneficial in the early stages when identifying alternatives as
well as aiding in the acceleration of the whole process. Ultimately, through
the use of a combination of tools incorporating the analysis referred to as
rational with tacit knowledge, decision making can become more potent and
lead to more effective implementation and better firm performance.

RESEARCH IMPLICATIONS

The strategic literature is lacking in empirical studies addressing tacit
knowledge and intuition. One reason may be that the very nature of tacit
knowledge makes the variables difficult to operationalize. For example, both
the use of tacit knowledge and an individual’s ability to use tacit knowledge
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are hard to measure but not impossible. The Myers-Briggs Type Indicator
(MBTI) test is readily accepted in addressing intuition (Agor, 1985a, 1985b,
1989a; Behling & Eckel, 1991; Myers, 1984). However, it only measures a
person’s thought style and is not designed to measure intuitive ability (Agor,
1986; Behling & Eckel, 1991). Even still, Agor (1986) contends that the test
provides a valid measure of an individual’s ability to use intuition. He found
that the ability to use intuition and its actual use were positively related to
managerial and firm performance.

Likewise, the question of valid measures of practical knowledge was
raised more than 30 years ago in the psychological literature (McClelland,
1973). Subsequently, Wagner and Sternberg, along with their colleagues,
have conducted significant research into the area of tacit knowledge. In a
recent article (Sternberg et al., 1995), they review the existing tests for practi-
cal knowledge and substantiate their own methods for eliciting a tacit knowl-
edge inventory (TKI). The TKI measure has been shown to be both valid and
reliable (Sternberg, 1997).

Another research venue related to tacit knowledge is an examination of
the balance among the three factors of intelligence: analytical. creative, and
practical. As with benefiting from TMT members who have a relative pro-
pensity toward intuition or thinking, some benefit may be forthcoming from
members more inclined toward one or the other factors of intelligence. So far,
the only research in this area has shown that a balance of all three is necessary
for managerial success (Sternberg, 1997). However, if an appropriate bal-
ance could be struck among the TMT members, the team, as a community of
intelligence, may create a synergy or surpass any individual shortcomings.

SUMMARY

Numerous and often contradictory factors impinge on the TMT’s deci-
sion-making process. These factors range from different values and beliefs,
different cultures, different functional responsibilities, and different demo-
graphic variables. Although it has been shown that people tend to get along
better with others who are seemingly alike (Lott & Lott, 1965), we propose
that the commonalties include deeper dimensions. It is the TMT s common
tacit knowledge base that needs to be understood. By finding differences and
similarities in tacit knowledge during the decision-making process of TMTs,
it may be possible to better understand the variance in decision processes
among teams—apart from the analytical and information-based decision
process.
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Although the very nature of tacit knowledge makes it implicit and unspo-
ken, the use of mental imagery, and other factors shown in Figure 2, may aid
in helping express that which is difficult to express. Mental imagery appears
to be unique in its ability to simultaneously explicate individual tacit knowl-
edge and enhance the socialization process. Once openly acknowledged and
expressed, the implications from knowledge, previously tacit, may prove to
be of significant value when examining the decision-making process.

NOTES

1. Sternberg also proposes that tacit knowledge can be taught, referring to his teaching
classes in “how to apply for jobs, how to write resumes, how to do job interviews, how to give
talks, what to do if you’re fired, and so on™ (1996, p. 246). Although this may appear contradic-
tory to the definition, it is in fact congruent. These skills are practical and important in obtaining
real world goals to the students he was referring to—they all want to get jobs when they graduate.
The knowledge is acquired via direct instruction but retained at the tacit level.

2. Nonverbal acquisition of tacit knowledge is apparent in the mentor-apprentice relation-
ship and on-the-job training. Apprentices work with their mentors and learn the craft through
observation, imitation, and practice (Nonaka, 1994).

3. Actually, these processes can benefit anyone. We focus on top managers to remain consis-
tent with our context of strategic decision making.

4. The use of “‘rational™ here is in the context of Simon’s (1946) concept of the administrative
man. Taken to the extreme, a purely rational decision would require an infinite search for every
possible alternative and then a selection of the alternative having the highest payback using a
method such as net present value. Obviously, this is not a clearly rational behavior because no
one has the resources for an infinite search. The classic text on rational management was pro-
posed by Kepner and Tregoe (1965).
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