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Executive Overview
Many executives and managers embrace intuition as an effective approach to

important decisions. Indeed, recent surveys and business press articles indicate broad
support for the use of intuition when making strategic decisions. The need for quick
decisions, the need to cope with demands created by complex market forces, and the
assumed benefits of applying deeply held knowledge combine to create strong perceived
value for the intuitive approach. Intuition, however, has not been subjected to sufficient
review, particularly in a forum for executives and other managers. This article responds
to the need for critical evaluation. Utilizing holistic hunch and automated expertise as
two fundamental definitions, our review evaluates intuition’s costs and benefits in light
of an organization’s goals. Drawing evidence from the fields of behavioral decision
making, strategic decision making, and mental modeling, our conclusions suggest
intuition is a troublesome decision tool. To contribute to effective managerial practice, we
offer tactics that decision makers can use to make intuitive judgments and choices less
troublesome.
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“The really valuable thing is intuition.”

Albert Einstein

In the 1950s, a previously insignificant moped and
motorcycle company named Honda exploded onto
the Japanese scene using effective production
technologies and offering customers aesthetically
pleasing designs. By the decade’s end, after hav-
ing captured the hearts and minds of the Japanese
with its small 50cc motorcycle, Honda had moved
past its toughest competitors to capture the largest
share of the domestic market. With a strong do-
mestic base as the foundation, Honda’s leadership
turned the firm’s attention to the U. S. market. Two
emissaries were dispatched to investigate:

We dropped in on motorcycle dealers who
treated us discourteously and in addition
gave the general impression of being motor-
cycle enthusiasts who, secondarily, were in
business. There were only 3,000 motorcycle
dealers in the United States at the time and
only 1,000 of them were open five days a week.

The remainder were open on nights and week-
ends. Inventory was poor, manufacturers sold
motorcycles to dealers on consignment, the re-
tailers provided consumer financing; after-sales
service was poor. It was discouraging. . . . My
other impression was that everyone in the
United States drove an automobile – making it
doubtful that motorcycles could ever do very
well in the market.1

From the perspective of the business fundamen-
tals associated with successful market entries,
what Honda’s advance scouts found was discour-
aging. In spite of this, the scouts believed that
Honda could achieve success. Ignoring the com-
petitive obstacles that were discovered in the U.S.
market, ignoring the fact that success in Japan had
been built largely on small cycles while Ameri-
cans demanded large cycles, ignoring Toyota’s re-
cent failure in the U.S. market, and ignoring biting
skepticism from key government officials and oth-
ers, the leader of the Japanese discovery team
pushed forward:
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I reported my impressions to Fujisawa [co-
head of Honda] — including the seat-of-the-
pants target of trying, over several years, to
attain a 10 percent share of U.S. imports. He
didn’t probe that target quantitatively. We did
not discuss profits or deadlines or breakeven.
Fujisawa told me if anyone could succeed, I
could and authorized $1 million for the ven-
ture.2

In the minds of many, this well-known tale of
Honda’s entry into the U.S. motorcycle market illus-
trates intuition’s power in strategic decision mak-
ing. Honda’s scouts saw a discouraging picture but
felt they and their firm could be successful in spite
of the odds. The discouraging analyses from gov-
ernment officials didn’t sway them from feeling
they had the resolve and capabilities required to
achieve competitive success. They felt that risking
some of Honda’s precious resources to pursue “suc-
cess against all odds” made sense. In hindsight,
with knowledge of the story’s resolution, it’s easy
to construct rational arguments for why Honda
should have moved forward. At the time, however,
the course of action the firm should have followed
wasn’t as clear.

Additional examples of intuition in strategic de-
cision making are all around us. Ignoring recom-
mendations from advisors, Ray Kroc purchased the
McDonalds brand from the McDonald brothers:
“I’m not a gambler and I didn’t have that kind of
money, but my funny bone instinct kept urging me
on.” Ignoring numerous naysayers and a lack of
supporting market research, Bob Lutz, former pres-
ident of Chrysler, made the Dodge Viper a reality:
“It was this subconscious, visceral feeling. And it
just felt right.” Ignoring the fact that 24 publishing
houses had rejected the book and her own publish-
ing house was opposed, Eleanor Friede gambled
on a “little nothing book,” called Jonathan Living-
ston Seagull: “I felt there were truths in this simple
story that would make it an international classic.”3

Consistent with these stories, many academic
researchers, business writers, executives, and
managers champion intuition as a key part of stra-
tegic decision-making effectiveness. One noted in-
tuition researcher,4 for example, assembled an ed-
ited volume filled with testimonials supporting
intuition. A set of business authors5 highlighted
the faith that Herb Kelleher, the legendary founder
and former CEO of Southwest Airlines, placed on
intuition, originality, and creativity. Kathleen
Eisenhardt,6 a well-known strategy researcher, ar-
gued that collective intuition among members of a
management team contributes to the group’s abil-
ity to quickly recognize strategic issues such as

evolving environmental opportunities and threats.
Leonard and Sensiper,7 also well-known strategy
researchers, suggested that intuition plays a role
in a firm’s efforts to innovate. This is significant, in
that innovation is a potential source of an impor-
tant competitive advantage for companies across
industries as they compete in the increasingly
complex global economy. Finally, a chronologist of
what some perceive to be history’s greatest man-
agement decisions argued that intuition played a
key role in each instance (e.g., Akito Morita’s deci-
sion to develop the Sony Walkman in spite of in-
ternal opposition, Johnson & Johnson’s rapid deci-
sion to pull Tylenol from store shelves at a cost of
$100 million).8

With success stories readily available, and with
common sense suggesting intuition’s necessity in
times of change, intuitively dominated decisions
are likely to increase in the fast-paced 21st century.
Indeed, recent commentaries in the business press
and in the applied academic literature support this
assertion, as do many surveys of executives and
managers.9 In a recent survey of executives,
search-firm Christian and Timbers found that al-
most half of corporate executives use intuition
more than formal analysis to run their companies.10

On the face of it, greater reliance on intuitively
dominated decisions would seem to be a good
thing. But is it? Are the popular stories of intuition
representative of all or even the majority of such
stories? Are the common-sense arguments and the
limited systematic empirical data supporting intu-
ition’s use in the face of change as sound as they
seem? Importantly, intuitive decision makers can-
not explain why they feel the way they do or why
they make the choices they make. Through recent
interviews in several major U.S. companies, Ha-
yashi,11 for example, showed that executives could
not articulate how they made decisions that defied
logical analysis. As noted by Leonard and Sen-
siper,12 the common element of “knowing” that re-
sults from tacit knowledge and intuition “is the
inability of the knower to totally articulate all that
he or she knows.” In sum, at the core of intuition is
a set of insights and understandings that is not
known fully to its owner.

Given the conditions surrounding intuitive deci-
sions, can we conclude confidently that sound
thought processes are at work? Beyond this, what
is the significance, if any, of the deficiencies that
are ascribed to some intuitively derived decisions
(e.g., impatience, rapid decision closure, and fail-
ure to solidly consider all relevant decision situa-
tion facts)?13 As some argue, is the value of deci-
sions put at risk when they are made on the basis
of intuition? If so, should intuition be pulled more
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selectively and less frequently from the manager’s
tool kit to make decisions, especially those with
strategic implications? Research in fields such as
behavioral decision making, strategic decision
making, experimental economics, and mental
modeling suggest caution.14

Our purpose in this article is to offer decision
makers a critical review of intuition in the context
of strategic decisions. Decisions involving signifi-
cant allocations of resources that require time to
implement and affect the firm’s chosen competitive
space are examples of ones commonly thought to
have important strategic implications. We believe
this review’s contents have the potential to contrib-
ute to improvements in managerial practice in
terms of the making of effective decisions. This
review should be timely because intuition has at-
tracted increased attention in practitioner-oriented
articles over the past several years, but with a
decidedly positive bias.

Our analysis carefully frames basic questions
about intuition’s structure, process, and effective-
ness. First, we present two fundamental defini-
tions of intuition. This is a crucial first step, be-
cause intuition has been defined in different ways.
Many authors and managers, however, either use
a generic definition or mix very different defini-
tions together, making it difficult to generate us-
able insights about any particular type of intuition.
Next, we examine intuition’s value to strategic de-
cision makers as they (1) attempt to explore for new
technologies and strategies, and (2) attempt to fur-
ther exploit their organization’s existing technolo-
gies and strategies. By using the explore-exploit
framework from the field of organizational learn-
ing, we explicitly take into account what an organ-
ization is trying to accomplish in its decision-mak-
ing processes. Combining two leading definitions
of intuition with this framework provides a useful
lens through which to view intuition. Finally, we
offer managerial tactics to address the pitfalls of
intuition that were identified through our critical
analysis.

What Is Intuition?

Neither the opposite of rationality nor a random pro-
cess of guessing, intuition corresponds to thoughts,
conclusions, or choices produced largely or in part
through subconscious mental processes.15 Although
informative, this description belies intuition’s rich-
ness—as a concept and as a mental tool that is
separate from explicit logic and judgment.

At a minimum, intuition can be conceptualized
in two distinct ways: as holistic hunch and as au-
tomated expertise.16 Perhaps the most popular con-

ception of the term, intuition as holistic hunch cor-
responds to judgment or choice made through a
subconscious synthesis of information drawn from
diverse experiences.17 Here, information stored in
memory is subconsciously combined in complex
ways to produce judgment or choice that feels
right. Novel approaches, changes in directions,
and/or actions that run counter to prevailing think-
ing or data are often involved. “Gut feeling” is
often used to describe the final choice. In the
Honda story presented earlier, the advance U.S.
scout team had just this type of feeling. Similarly,
Ray Kroc when purchasing the McDonald’s name
and Bob Lutz when pursuing the Viper felt they
were right and that they would be successful, de-
spite evidence and opinion to the contrary.

The subconscious process involved in holistic
hunch is not well understood. Roy Rowan,18 a noted
intuition researcher, described the process as:

Intuition is knowledge gained without ration-
al thought. And since it comes from some stra-
tum of awareness just below the conscious
level, it is slippery and elusive, to say the
least. . . . New ideas spring from a mind that
organizes experiences, facts, and relation-
ships to discern a [mental] path that has not
been taken before.

Intuition as automated expertise is less mysti-
cal, corresponding to recognition of a familiar sit-
uation and the straightforward but partially sub-
conscious application of previous learning related
to that situation. This form of intuition develops
over time as relevant experience is accumulated in
a particular domain (e.g., investment banking
where a number of situations become familiar over
time). Early on, explicit analysis is used to identify
and process key factors, but as experience in-
creases over time, such analysis becomes more
rudimentary while subconscious processing of the
details emerges as a larger component. Learning
to ride a bicycle, drive a car, and manage an in-
vestment portfolio can all exhibit this progression.
Essentially, accumulated expertise leads to some
steps in the analysis being dropped while others
are completed in a rapid, subconscious fashion.19

When, for example, a veteran firefighter ap-
proaches a burning building, she/he will typically
recognize a pattern and select an approach to
fighting the fire that fits the pattern. In selecting
the approach, expertise is brought to bear but
without a full-blown explicit analysis of the situa-
tion. Much of the mental work occurs subcon-
sciously, as becomes clear when veteran firefight-
ers are asked to explain their thought processes.
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They simply cannot do so without a great deal of
probing and prompting by a researcher, reporter,
or other interested party.20

Overall, the key to automated expertise lies in a
person’s quick identification of a familiar situa-
tion, and subsequent automatic access and appli-
cation of stored knowledge related to the situation.
Unlike holistic hunch, novel insights, new synthe-
ses of information, and inspired conclusions are
not major parts of the story. In his famous example
of chess grandmasters, Herbert Simon,21 a Nobel
Laureate, put it this way:

Recognizing the pattern [on the chess board]
brings to the grandmaster’s mind at once
moves that may be appropriate to the situa-
tion. It is this recognition that enables the
professional to play very strong chess at a
rapid rate. Previous learning that has stored
the patterns and information associated with
them in memory makes this performance pos-
sible. This, then, is the secret of the grandmas-
ter’s intuition.

Table 1 summarizes our descriptions of the two
types of intuition.

What Is Intuition’s Value?

For many, intuition is intrinsically appealing. After
all, it characterizes the heroic gambler in the case of
intuition as holistic hunch and the well-traveled ex-
pert in the case of automated expertise. With respect
to the use of intuition to make strategic decisions,
though, the reality is more complex. Below, we ex-
plore the value of holistic hunch and automated ex-
pertise in situations where an organization is fo-
cused on exploring the environment for new
technologies and strategies. We then examine the
value of these two forms of intuition in situations
where an organization is focused on exploiting ex-
isting ways of doing things. Our analysis suggests
that holistic hunch, if handled properly, can be valu-

able for exploration while automated expertise can
be valuable as a starting point for exploitation but
must be made explicit for decision-making success.

Exploring for New Technologies and Strategies

In the glow of increasing returns to experience, an
organization may overemphasize its current tech-
nology and strategy while failing to prepare for
alternative futures. This is the old problem of
adapting to current circumstances while failing to
maintain a reasonable amount of ongoing flexibil-
ity for the future. One way to avoid the problem of
overemphasizing current technology and strategy
is for the firm to commit significant resources to a
goal of exploration, which involves “search, varia-
tion, risk-taking, experimentation, play, flexibility,
discovery, [and] innovation.”22 More generally, ex-
ploration involves searching for and trying new
ways of doing things. Although organizations may
go too far, thereby risking too much experimenta-
tion, exploration is important in coping with possible
and actual dramatic change in the environment.

Nypro, a world class plastic injection molding
company, is a good example of an organization
with a history of periodic exploration. To compete
effectively, Nypro has experimented with clean-
room technology, advanced technology for mold-
ing multiple types of plastic in a single molding
operation, and a strategy for economically extend-
ing its work into the low volume segment of the
industry.23 In many instances, Nypro’s actions have
been novel to the industry, and have been created
to cope with, stay ahead of, or perhaps even shape
an industry’s changing dynamics in ways that are
highly beneficial to its own competitive success.

Intuition as Holistic Hunch When Exploring

Intuition as holistic hunch could play a supportive
role when an organization has adopted explora-
tion as a goal. Playing hunches often involves ac-
tions consistent with exploration: 1) risk-taking; 2)

Table 1
Types of Intuition

Type of Intuition Definition Example

Holistic Hunch Judgment or choice made through a subconscious process involving:
a) synthesis of diverse experiences,
b) novel combinations of information, and
c) strong feelings of being right

Chrysler’s decision to develop an
automobile very different from
others at the company – the
Dodge Viper

Automated Expertise Judgment or choice made through a partially subconscious process
involving
a) steps borne of past situation-specific experiences,
b) a replay of past learning, and
c) a feeling of familiarity

Chevy Chase Bank making
routine commercial loan
decisions for existing large
customers
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experimentation with novel approaches; and/or 3)
variation in an organization’s experiences through
departures from current practice. Indeed, of the
four circumstances we examine (hunch in situa-
tions of exploration and exploitation and auto-
mated expertise in situations of exploration and
exploitation), intuition as holistic hunch in combi-
nation with an exploration goal would seem to
provide the best opportunity for positive outcomes
of intuitively driven decisions. In spite of this op-
timistic observation and subsequent expectation,
obstacles do exist.

As the stories we used in the opening of this article
suggest, hunches can pay off in substantial ways.
Research on the Mann Gulch fire jumper disaster
further illustrates the point,24 and connects hunches
more explicitly to exploration. In the 1949 Mann
Gulch disaster, a smoke-jumping crew parachuted to
a remote, western U.S. fire believed to be relatively
small. Following the collection of their dispersed
tools and a quick meal, they began to move in the
direction of the fire. About 30 minutes later, the
leader of the group, a man named Dodge, realized
the fire had jumped from one side of the gulch to the
other and was moving towards the group at a rapid
rate. After ordering his men to turn and work their
way up the side of the gulch, Dodge sensed the
severity of the situation and the need for a novel
approach. He then acted on gut feel. Rather than
continue to try to move away from the fire, now ad-
vancing through the tall grasses at approximately
600 feet per minute with 30-foot high flames, Dodge
told his crew to drop their tools and join him in an
area he had just set on fire. His tactic of burning
grasses to reduce combustible fuel, and lying in the
burned area while the primary fire passed, was not
part of fire training at the time, nor had Dodge had
any prior experience with it. Dodge needed to take a
risk, create variance from plan, and experiment with
a new direction. His hunch, based on past experience
with fire but not a straightforward replay of past
learning, proved wise.

The Mann Gulch story, however, also points up
the danger of untested gut instinct in exploration.
Dodge saved his life by acting on intuition, but
none of his crew followed his lead. Instead, they
ignored his instructions and ran for the ridge at the
top of the gulch. Most of them perished. Because
individuals acting on or attempting to sell hunches
to other involved parties are often unable to say
exactly why the hunch makes sense, commitment
to the hunch by others may be problematic, cer-
tainly in the short run.

A second problem, infrequently discussed in arti-
cles written for executives and managers, is that
hunches are often flawed. Although generally posi-

tive on intuition, the author of a recent article25 did
point out that “[Executives] . . . will be the first to
admit that their instincts are often plain wrong.” In
another article, this one taking an overall negative
stance, the author summed up the state of the world
very accurately: “We remember the examples of
hunches that pay off but conveniently forget all the
ones that turn out badly.”26 Examples include
FedEx’s Fred Smith launching ZapMail and America
Online’s Pittman believing that advertising revenue
rather than subscriptions would be the key to success.

A high rate of failure, though, is not necessarily
bad for exploration. Failure, and learning from it,
is part of the exploratory approach, because not all
experiments can be expected to yield positive re-
sults. With a great deal at stake, however, and with
an outcome distribution that seems to have many
substantial failures, some substantial successes,
and not much in the middle, decision makers must
seek ways to maximize decision success as a vital
component of minimizing the firm’s downside risk.
We return to this point below.

Intuition as Automated Expertise When Exploring

Exploration finds firms seeking new technologies
and strategies. Because automated expertise in-
volves the application of previous experiences and
approaches in familiar ways and places, it would
seem to fall short in providing the raw material for
exploration. It is simply the wrong tool from the tool-
box. This is not to say that firms consistently avoid
over-reliance on automated expertise when explora-
tion is called for. Clearly, U.S. Steel in the face of
mini-mill technology and General Motors in the face
of Japanese innovations used automated expertise in
many areas of their firms, including upper-echelon
management, when they held onto outdated technol-
ogies and strategies for too long. In such cases, busi-
ness executives often fail to see that familiar situa-
tions have fundamentally changed, creating a need
for novel decisions and actions.

Suggested Managerial Actions

Exploration is critical for organizational success.
For some companies, a substantial amount of ex-
ploration is required to remain viable in the face of
an environment that changes dramatically on a
frequent basis. Firms competing in fast-cycle mar-
kets, where it is extremely difficult to sustain com-
petitive advantages, are examples of such compa-
nies. For other firms, less exploration is required.
In both cases, nurturing effective exploration is
difficult. Intuition as hunch can play an important
role in the process, but it must be managed care-
fully. Intuition as automated expertise is not likely
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to be helpful in promoting exploration.
To make acting on hunches as useful as possi-

ble, the problem of limited commitment among
those affected by the decision and the problem of
high failure rate must be directly confronted. To
handle low commitment, inspirational stories and
an organizational culture supporting risk taking
and failure are two promising tactics. Story telling
is a key tool of persuasion and influence, because
good stories capture the imagination and trigger
emotional responses.27 Importantly, good stories
often follow a simple formula that executives and
managers can easily master. A typical story be-
gins with a central character or organization that
is basically doing well. Next, a key event occurs
that threatens success. From this point, the story is
about efforts to understand and effectively con-
front the forces opposing the individual’s or organ-
ization’s success. In the words of Robert McKee, a
world renowned screenwriting coach, a good story
“describes what it is like to deal with these oppos-
ing forces, calling on the protagonist to dig deeper,
work with scarce resources, make difficult deci-
sions, take action despite risks, and ultimately dis-
cover the truth.”28 Thus, in the context of selling a
choice based on hunch, the key would be to craft a
story describing threatening forces that are forcing
bold action. McKee has found emotional engage-
ment and commitment to be highest when a story
involves threatening forces and the possibility of a
better future after overcoming those forces.

Beyond telling an inspirational story to help sell
a strategic decision made on the basis of hunch,
upper-echelon executives could develop an organ-
izational culture supportive of risk taking and fail-
ure. Such a culture promotes the idea that winners
take risks and sometimes fail. This type of culture
may make it easier to gain commitment for hunch-
driven experiments at all levels of the organiza-
tion, since viewing experimentation positively would
be commonplace. To create the appropriate culture,
top leaders can openly and consistently support in-
dividuals who have played a hunch and lost, and
they can ensure career mobility for those people.29

Importantly, the culture described above does
not value thoughtless playing of hunches. Peter
Drucker, the noted management thinker, put it this
way: “I believe in intuition only if you discipline it.
The ‘hunch’ artists, the ones who make a diagnosis
but don’t check it out with facts, with what they
observe, are the ones . . . who kill businesses.”30

Individuals who thoughtfully play hunches are not
ignorant of available data and other facts. They
simply have made the judgment that data and
facts are incomplete, somehow misleading, or oth-
erwise fail to provide effective, clear guidance.

Several academic frameworks suggest intuition
as hunch is important in situations calling for ex-
ploratory behaviors, and in most cases these
frameworks call for careful consideration of the
hunches prior to their being acted upon. A frame-
work focused on organizational interpretative
styles,31 for example, suggests using trial and error
driven by “intuition and hunch” if an active ap-
proach to an unanalyzable environment is desired.
A framework focused on strategic planning sug-
gests intuition as hunch is important when plan-
ning for ambiguous futures.32 An important frame-
work focused on self-designing organizations
implies that intuition as hunch is important for
organizations attempting to promote risk-taking
and adaptability.33 In all of these frameworks, con-
versations among key individuals and collective
understandings are important. Unexamined intu-
ition is not valued.

Turning from the commitment problem to the
problem of failure rate, ensuring action indepen-
dence and combining fast feedback with slow
learning are two meaningful tactics.34 Action inde-
pendence simply means an experiment that fails
will not burn the house down. In other words, the
possible negative effects of a hunch-based deci-
sion should be manageable. Betting the entire firm
on a hunch is not wise. Using “probes” to test a
market and to assess competitors’ reactions to
hunch-based decisions can positively inform the
wisdom of various future decision possibilities. In
the stories used to open this article, failure would
not have brought disastrous effects. Honda, for ex-
ample, probably would have survived as a com-
pany if its foray into the U.S. motorcycle market
had failed. The firm would have been wounded,
and the costs would not have been trivial, but
Honda likely would have survived. Toyota sur-
vived after having this type of U.S. failure in the
late 1950s.

Combining fast feedback with slow learning
simply means that executives and managers
should closely monitor the results of a hunch-
based decision (fast feedback) but should not be
quick to reverse the decision even if initial results
are not as positive as hoped for (slow learning). A
fact of organizational life is that new approaches,
changes in direction, and so on have significant
learning curves. Allowing events to unfold, espe-
cially under the protection of action independence,
has the potential to yield substantial dividends.

For a summary of our arguments and advice
related to intuition as a tool for exploration, see the
first column of Figure 1. Next, we examine intuition
in situations where exploitation is the goal.
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Exploiting Existing Technologies and Strategies

Over time, investments in existing technologies
and strategies tend to accumulate as organiza-
tions seek to leverage past decisions and out-
comes. Essentially, organizations exhibit increas-
ing returns to experience, promoting sustaining
rather than dramatic changes in current ways of
doing things, or what economists call path depen-
dence. With prior decisions and investments being
leveraged, exploitation of current capabilities can
be positive, at least in the immediate and possibly
the intermediate future.35 Exploiting existing capa-
bilities involves working in familiar terrain, where
events and outcomes can be evaluated against a
backdrop of substantial prior learning.

Intuition as Automated Expertise When Exploiting

As an adaptive process, exploitation finds organi-
zations and their decision makers focusing on is-
sues related primarily to execution and building
on past investments. Efficiency improvements in
organizational routines, refinements to how key
tasks are performed, and incremental market re-
sponses and initiatives are the emphases as organ-
izations seek success by exploiting existing capa-
bilities. Given this, the first take might be that

intuition as automated expertise complements the
exploitation of current capabilities. Use of auto-
mated expertise in decision making involves the
application of previous learning in a straightfor-
ward, albeit partially subconscious, fashion. Pat-
terns and situations where previous learning ap-
plies are recognized and the learning is used
without the individual(s) being fully aware of the
underlying mental work. Breaking away in radi-
cally new directions is not part of the story. Such
characteristics of automated expertise seem per-
fectly matched to situations where the organiza-
tion’s goal is to exploit existing capabilities. Sev-
eral problems exist, however, for organizations
relying on this form of intuition in strategic and
more general decision making.

Reliability, which corresponds in this context to
the consistency with which a decision maker uses
past learning over time, is one problem for intu-
ition as automated expertise. Memory failures, fa-
tigue, information overload, and distractions can
create inconsistencies in how a manager or exec-
utive uses prior learning when that learning and
its application are not raised to an explicit level.36

Such inconsistency creates judgment errors.
Although not directly focused on strategic deci-

FIGURE 1
Intuition in Organizations
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sion making, the long-standing research tradition
focused on unaided expert judgment illustrates the
problem. In this research tradition, experts are
asked to evaluate cases that are representative of
those found in their daily work. Because these ex-
perts are asked to evaluate a number of cases and
to use their experience, some subconscious pro-
cessing likely takes place (i.e., automated exper-
tise is used). In one study, for example, radiologists
judged the extent of malignancy in gastric ulcers.37

With the same X-rays being presented to the same
individuals for a second evaluation after one
week, the typical radiologist’s consistency was
only .59 on a zero to one scale.38 Thus, initial diag-
noses of potential cancers were changed fre-
quently. In another study, tax accountants judged
the degree of legality for various capital-gain
treatments.39 With the same tax cases being pre-
sented for a second evaluation after a month or
two, the typical accountant’s consistency was .77.
In a third study, auditors judged degree of finan-
cial control.40 With the same audit cases being
presented for a second evaluation after only a few
minutes, the typical auditor’s consistency was .59.

Summarizing research on the reliability of un-
aided professional judgment, a recent study41 re-
ported average consistency of only .61 across medi-
cal, meteorological, human-resource, and business
decision making. This lack of reliability could be
costly as the implied errors cause deaths, criminal
fines, billions of dollars in business losses, and so on.

Validity is a second problem for automated ex-
pertise. Beyond random inconsistencies in the ap-
plication of past learning (the reliability issue),
fundamental difficulty in fully understanding key
cause-effect relationships causes poor judgments/
choices for managers and executives who do not
raise issues to an explicit level.42 Again, research
on unaided expert judgment illustrates the issue.

In a study of stock market returns, security ana-
lysts exhibited predictive validity of only .23,43

meaning the correlation between the typical ana-
lyst’s predictions of market returns and actual mar-
ket returns was only .23. Statistically removing the
analysts’ random inconsistencies (the reliability
problem) yielded a slightly improved validity of
.29. A formal mathematical model that was inde-
pendent of the analysts, however, had a predictive
validity of .80. The difference between .29 and .80
represents systematic error in the analysts’ judg-
ments of the companies under examination. In a
study of the number of annual advertising pages in
a magazine, executives involved in forecasting
ads and ad revenue exhibited predictive validity of
.74.44 Statistically removing the executives’ random
inconsistencies yielded a slightly improved valid-

ity of .82. A mathematical model that was indepen-
dent of the executives had a predictive validity of
.94. Although the difference between .82 and .94
may seem somewhat small, it corresponds to a
difference in error-rate of 320 pages per year on a
base of only 2800 annual advertising pages (ap-
proximate). This discrepancy in predictions from au-
tomated expertise vs. an explicit model has large
effects because predicted ad pages determine writer
staffing plans, production plans, and other plans.

Medical doctors determining life expectancy of
terminal cancer patients, loan officers determining
which firms will become bankrupt, and agency
managers evaluating the probable success of in-
surance agents provide additional examples of un-
aided judgment falling short in contests with more
explicitly derived solutions.45

An analysis of the old Saturday Evening Post
provides additional insights into the validity prob-
lem. Confronted with profitability issues, executives
at the Curtis Publishing Company implemented a
number of changes in promotional expenditures
and advertising rates. These changes, however,
did not prevent ultimate failure. In fact, many of
the actions made the situation worse.

Essentially, the executives appear to have failed
to comprehend the complex relationships that
linked promotional expenditures and advertising
rates to profitability.46 Lack of explicit discussion
and analysis of deeply held assumptions did not
help in better understanding cause-effect relation-
ships that had existed for years. As promotional
expenditures were increased to attract new read-
ers and improve profitability, ad rates were in-
creased to help pay for the additional expense. The
various increases in promotional expenditures had
the desired effect of increasing trial readers. The
various increases in ad rates, however, had com-
plex and to some degree unexpected effects. These
ad-rate increases had the desired effect of enhanc-
ing ad revenue, but they also had the effect of
reducing the absolute number of ad pages and this
led management to repeatedly cut the number of
article pages, based on longstanding and stan-
dard industry policy. Cuts in article pages resulted
in fewer trial readers becoming regular readers
(who paid full subscription price) and more regular
readers failing to renew their subscriptions. Thus,
more and more money had to be spent on promo-
tion in an effort to gain and retain readers. Over
the last 12 years of the magazine’s life, promo-
tional expenditures increased 130 percent (in con-
stant dollars) while the number of readers in-
creased only 62 percent.

The increased cost of promotion for a magazine
that was becoming smaller and smaller, and there-
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fore less and less attractive, took its toll on profit-
ability. In the words of an organizational re-
searcher who studied these issues:47

The policy elite of the old Saturday Evening
Post seemed oblivious to the recursive rela-
tionships that tightly coupled readers, adver-
tising sales, and magazine pages. It resulted
in an unstable system. Whether readership of
the magazine increased or decreased, the
same result was obtained—profits dropped.

Bringing the story to a close:

It is a perceptual enigma that a complex organ-
ization (like the Curtis Publishing Company)
can coordinate such a rich array of highly spe-
cialized activities (from editing to printing) and
yet formulate its major policy decisions on out-
of-date maps of causality containing untested
beliefs and the simplest of arguments.

The executives at the Curtis Publishing Com-
pany could have benefited from an explicit review
of their cause-effect beliefs.

Intuition as Holistic Hunch When Exploiting

Organizations exploiting existing technologies
and strategies are unlikely to derive substantial
benefits from an emphasis on intuition as holistic
hunch. Intuition as hunch is simply the wrong tool
from the toolbox. As noted earlier, exploitation op-
erates in the context of familiar terrain with known
and relatively predictable problems and chal-
lenges. This means that uncertainty reduction
rather than ambiguity elimination is the key.48 In
situations characterized by uncertainty as opposed
to ambiguity, managers and executives know what
the issues are, know what questions to ask, and
know what data to collect and analyze. Raising
thoughts, arguments, issues, and data to an ex-
plicit level tends to pay dividends under these
conditions; relying upon hunches does not.49 A re-
cent study provided evidence consistent with this
conclusion: project teams engaged in exploitation
learned and performed more effectively with clear
structure in place.50

Suggested Managerial Actions

Organizations can successfully emphasize exploi-
tation of existing technologies and strategies in
industries that are relatively stable, assuming
their competitive advantages continue to create
value for customers. Even in industries character-
ized by significant change over time, organizations
may be able to emphasize exploitation in some

time periods and for some strategic decisions. In
both cases, however, intuition defined in any fash-
ion appears to work against effective exploitation
of current capabilities. Based on logic and evi-
dence, we reject the common sense notion that
intuition as automated expertise supports exploi-
tation while intuition as hunch does not. Instead,
we believe that both types of intuition are prob-
lematic. Automated expertise, however, can play a
positive role as a starting position if it is subse-
quently raised to an explicit level for updating and
review. Below, we offer more specific advice.

Automated expertise should be treated with cau-
tion in an organization emphasizing exploitation
of its current capabilities. As illustrated above, the
potential pitfalls of subconscious processing are
many. To avoid the pitfalls, we suggest the follow-
ing steps. First, executives should assess the em-
phasis placed on automated expertise in strategic
decision making. In undertaking this assessment,
a simple question can be used: To what extent are
key decision makers able to describe the factors
that have led to particular positions on issues and
to particular preferences for courses of action? If
an individual involved in a decision can quickly
and easily discuss a rich web of relevant explan-
atory factors, particularly when no warning of the
question is given, then automated expertise is
probably not the key driver. If such factors are
available in, or easily returned to, the conscious
mind of an individual, then intuition is probably
not the key driver for that person. If key decision
makers have difficulty discussing explanatory fac-
tors, but can do so after prompting and probing,
then automated expertise may be involved, and is
probably involved if the decision context has an
exploitation focus, such as when decision makers
are considering investments in the next incremen-
tal innovation for existing technology or are han-
dling the latest supply disruption for a key but scarce
raw material. Because these types of decisions cover
familiar territory and well-worn issues, automated
expertise could very easily come into play.

If a determination is made that automated ex-
pertise is being emphasized to a substantial de-
gree, managers can adopt tactics designed to gen-
erate a more explicit process. A host of standard
decision tools can be usefully employed to surface
unarticulated knowledge and beliefs. Devil’s advo-
cacy and multi-attribute decision analysis are gen-
eral examples, while root-cause analysis and the
tactic of seven whys are examples from the TQM
movement. In general, these tools force decision
makers to be explicit about their beliefs and ideas.
Beyond these standard tools, simple conversation
might be useful. Talking about beliefs and ideas
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can help surface knowledge that has not been ex-
plicit. Techniques focused on surfacing cognitive
maps might also be useful.51

In the context of advice to make knowledge ex-
plicit, it is important to contrast automated exper-
tise and tacit knowledge. Automated expertise
generally refers to subconscious knowledge and
processing that was once part of conscious
thought. Over time, conscious thought has become
less necessary in applying this knowledge. Tacit
knowledge, as we define the term, involves knowl-
edge that has never been held in the conscious
mind. Here, the decision maker has never con-
sciously known all that s/he knows. Unlike auto-
mated expertise, which develops through explicit
learning, tacit knowledge develops through implicit
learning that bypasses the conscious mind altogeth-
er.52 Further, surfacing what was once held at a con-
scious level would seem to be much easier than
surfacing knowledge that has never been con-
sciously processed. Indirect methods, however, may
be helpful in accessing and surfacing tacit knowl-
edge, including the use of visuals and symbols.53

Although the use of visuals and symbols may
seem distant from sound business practice, it has a
long history of success, and is worth a few com-
ments here. Leonardo da Vinci, Thomas Edison,
and Albert Einstein used drawings, diagrams, and
graphs as crucial aids in capturing and expressing
their understandings. Richard Feynman, Nobel
laureate in physics, preferred to think visually and
changed the path of quantum electrodynamics by
emphasizing diagrams rather than the more typi-
cal written formulae.54 The process design for the
Nissan Infiniti J-30 provides a concrete business
example. Japanese designers had been more sen-
sitive to the front-end of this car than their Ameri-
can counterparts. They had had difficulty, how-
ever, communicating their reasons and their ideas,
partly because of language issues, but partly be-
cause of preferences based on collective tacit
knowledge that probably had never been explic-
it.55 This tacit knowledge had been built up over
several years and had not been tested within the
Japanese group itself, and when the knowledge
had to be communicated to another group of peo-
ple, difficulties ensued. Predominantly through
sketching exercises, the Japanese were ultimately
able to surface and make their knowledge explicit
enough to communicate to the Americans. After a
great deal of time and effort, the Americans under-
stood that a slightly turned-down grill combined
with narrow headlights led to a sour look and
lower level of cultural intelligence in the eyes of
the Japanese designers. Without the use of

sketches, surfacing and communicating the tacit
knowledge may not have occurred.

For a summary of our arguments and advice
related to intuition as a tool for exploitation, see
the second column in Figure 1.

Conclusions

Although intuition has been defined in many dif-
ferent ways, two definitions capture what is fun-
damental. When conceptualized as holistic hunch,
intuition is capable of providing benefits but only
when firms are emphasizing exploration. Even in
this case, there are many pitfalls. When conceptu-
alized as automated expertise, intuition left at a
subconscious level does not appear to provide un-
equivocal benefits to firms.

If intuition brings many risks and problems, why
do managers use it in strategic decision making?
The answer is simple–intuition has a certain al-
lure. As discussed earlier, holistic hunch brings to
mind the heroic gambler while automated exper-
tise brings to mind the well-traveled expert. Add-
ing to the allure, folk tales in the media and else-
where continue to suggest power, elegance, and at
least occasional success in intuitive decisions.
Further, intuition can speed up decision making,
which can be important in a complex, changing
world. Finally, and perhaps most importantly, in-
tuition may be the only possible approach when
resources are constrained, resources such as man-
agerial time and funds for decision support.

Given the evidence and analysis presented as
part of our efforts, we hope that executives and
managers will use intuition selectively and cau-
tiously, especially when making strategic deci-
sions. However, the practicalities of the situation
are that intuition’s allure is strong. We also realize
that intuition has a legitimate role to play in some
decision circumstances. For example, managers
should consider playing hunches when explora-
tion for new strategies and technologies is the
goal, and when the costs of failure, both personal
and organizational, can be absorbed without sig-
nificantly affecting the firm’s financial viability.
Even under these circumstances, tactics such as
inspirational story telling, action independence,
and slow learning coupled with fast feedback are
crucial. Further, playing hunches should not be the
only technique used to promote exploration, be-
cause the likelihood of success is too low. Other
techniques that could be used include structured
creativity exercises designed to explicitly promote
novel combinations of diverse concepts, ideas, and
thoughts.56 Organizations with strategic-level
managers who tend to avoid this type of alterna-
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tive technique while overemphasizing hunches
could benefit from the addition of colleagues who
are more analytical.

Managers should consider using automated ex-
pertise only when two conditions are met: 1) ex-
ploitation of existing strategies and technologies
is the goal; and 2) time or other resource con-
straints clearly prevent raising knowledge to an
explicit level. Only in this very limited set of cir-
cumstances would automated expertise seem rea-
sonable for strategic decision making. With a
great deal at stake, surfacing existing knowledge
for thorough examination is crucial. Standard de-
cision tools such as devil’s advocacy and the tactic
of seven whys are appropriate techniques to use to
surface knowledge.

Returning to the paper’s opening, we can ask if
intuition is the “really valuable thing” as Albert Ein-
stein proposed. Our analysis suggests that despite
the increasing interest and the generally positive
evaluations in articles written for executives and
managers, intuition presents itself as a troubling
tool. By utilizing two important definitions of intu-
ition and explicitly considering an organization’s
goals, intuition’s pitfalls become clear. We hope the
ideas offered in this article represent another useful
step in the path of assessing intuition’s ability to
facilitate effective strategic decision making.

Acknowledgments
We thank Jeff Smith, Jeff Covin, and Joe Coombs for their helpful
comments on earlier versions of our work. The financial support
of Wake Forest University’s Babcock Graduate School of Man-
agement, University of Richmond’s Robins School of Business,
and Texas A&M’s Mays Business School is also gratefully ac-
knowledged. Different aspects of this work were presented at
the 20th and 21st international conferences of the Strategic
Management Society, and several aspects of this work were
discussed in a symposium on intuition at the 2002 Academy of
Management Annual Meeting.

Endnotes
1 K. Kawashima, Honda Motor Company, quoted in Pascale,

R.T. 1984. Perspectives on strategy: The real story behind Hon-
da’s success. California Management Review, 26(3): 47–72.

2 Ibid.
3 Ray Kroc and Eleanor Friede quoted in Rowan, R. 1986. The

intuitive manager. Boston: Little Brown & Company; Bob Lutz
quoted in Hayashi, A.M. 2001. When to trust your gut. Harvard
Business Review, 79(2): 59–65.

4 Agor, W.H. 1986. Intuition in organizations: Leading and
managing productively. Newbury Park, CA: Sage.

5 Freiberg K., & Freiberg, J. 1996. Nuts! Southwest Airlines’ crazy
recipe for business and personal success. Austin, TX: Bard Press.

6 Eisenhardt, K.M. 1999. Strategy as strategic decision mak-
ing. Sloan Management Review, 40(3): 65–72.

7 Leonard, D., & Sensiper, S. 1998. The role of tacit knowledge in
group innovation. California Management Review, 40(3): 112–132.

8 2000. Great management decisions. The Futurist, 34(2): 7.
9 For commentaries in the business press and academic lit-

eratures, see, for example Harris, T.W. 2001. Establishing effec-
tive boards. Financial Executive, 17(4): 39–42; Hayashi, op. cit.;
Overell, S. 2001. Trust your gut. Director, 54(12): 28; Klein, G. 2003.
Intuition at work: Why developing your gut instincts will make
you better at what you do. New York: Doubleday. With respect to
surveys of executives and managers, Burke and Miller reported
that two-thirds believe intuition leads to better decisions
(Burke, L.A, & Miller, M.K. 1999. Taking the mystery out of intu-
itive decision making. Academy of Management Executive,
13(4): 91–99). In an older but still useful survey, Pakrikh found
that most managers support intuition (Parikh, J. 1994. Intuition:
The new frontier in management. Oxford: Blackwell Business).

10 Christian & Timbers, http://www.ctnet.com/default.html
(2003).

11 Hayashi, op. cit.
12 Leonard & Sensiper, op. cit.
13 Sauter, V.L. 1999. Intuitive decision making. Association for

Computing Machinery, 42(6): 109–115.
14 See, for example, Kahneman, D., & Tversky, A. Intuitive pre-

diction: Biases and corrective procedures, in Kahneman, D., Slovic,
P., & A. Tversky (Eds.). 1982. Judgment under uncertainty: Heuristics
and biases. New York: Cambridge University Press; Priem, R.L.,
Rasheed, A.M.A., & Kotilic, A.G. 1995. Rationality in strategic de-
cision processes, environmental dynamism and firm performance.
Journal of Management, 21: 913–929; Caginalp, G., Porter, D., &
Smith, V. 2000. Momentum and overreaction in experimental asset
markets. International Journal of Industrial Organization, 18: 187–
204; Hall, R.I. 1999. A study of policy formation in complex organi-
zations: Emulating group decision-making with a simple artificial
intelligence and system model of corporate operations. Journal of
Business Research, 45: 157–171.

15 Agor, op. cit.; Leonard and Sensiper, op. cit.; Khatri, N. & Ng,
H.S. 2000. The role of intuition in strategic decision making.
Human Relations, 53: 57–86.

16 See, for example, Crossan, M.M., Lane, H.W., & White, R.E.
1999. An organizational learning framework: From intuition to
institution. Academy of Management Review, 24: 522–537; Mintz-
berg, H. 1994. The rise and fall of strategic planning. New York:
Free Press.

17 See, for example, Rowan, op. cit.
18 Ibid.
19 The concept and term “automated expertise” is based on

Simon, H. 1987. Making management decisions: The role of intu-
ition and emotion. Academy of Management Executive, 1(1): 57–64.
In Simon’s words, “When the [veteran decision maker] is solving a
difficult problem or making a complex decision, . . . each con-
scious step may . . . constitute a considerable leap, with a whole
sequence of automated [experience-based cognitions] building a
bridge. . . .” (p. 61). In building on Simon’s work, Crosson et al.
(1999) use the term “expert intuition” and characterize the process
as “unconscious recollection” (Crosson et al., op. cit., p. 526). When
citing Simon’s work, Burke and Miller (1999) simply used the term
“subconscious mental processing” (Burke and Miller, op. cit., p. 92).

20 Klein, G. 1998. Sources of power: How people make deci-
sions. Boston: MIT Press.

21 Simon, op. cit.
22 March, J.G. 1991. Exploration and exploitation in organiza-

tional learning. Organizational Science, 2: 71–87.
23 Christensen, C. 1995. Managing innovation at Nypro, Inc.

Harvard Business School Case Series. Boston: Harvard Business
School Publishing.

24 Weick, K.E. 1993. The collapse of sensemaking in organi-
zations: The Mann Gulch disaster. Administrative Science
Quarterly, 39: 628–652.

25 Hayashi, op. cit.
26 Bonabeau, E. 2003. Don’t trust your gut. Harvard Business

Review, 81(4): 116–123.

2005 29Miller and Ireland



27 Neuhauser, P.C. 1993. Corporate legends and lore: The
power of storytelling as a management tool. New York:
McGraw-Hill; Gardner, H.E. 1996. Leading minds: An anatomy of
leadership. New York: Basic Books.

28 Fryer, B. 2003. Storytelling that moves people: A conversa-
tion with screenwriting coach Robert McKee. Harvard Business
Review, 81(6): 51–55.

29 Sitkin, S.B. 1992. Learning through failure: The strategy of
small losses. Research in Organizational Behavior, 14: 231–266.

30 Quoted in Nelson, R. 1985. How to be a manager. Success, 69.
31 Daft, R.L., & Weick, K.E. 1984. Toward a model of organiza-

tions as interpretation systems. Academy of Management Re-
view, 9: 284–295.

32 Mintzberg, op. cit.
33 Hedberg, B.L.T., Nystrom, P.C., & Starbuck, W.H. 1976.

Camping on seesaws: Prescriptions for a self-designing organ-
ization. Administrative Science Quarterly, 21: 41–65.

34 Sitkin, op. cit.
35 Levinthal, D.A., & March, J.G. 1993. The myopia of learning.

Strategic Management Journal, 14: 95–112.
36 Schoemaker, P.J.H., & Russo, J.E. 1993. A pyramid of deci-

sion approaches. California Management Review, 35(1): 9–31.
37 Hoffman, P.J., Slovic, P. & Rorer, L.G. 1968. An analysis-of-

variance model for assessment of configural cue utilization in
clinical judgment. Psychological Bulletin, 69: 338–349.

38 .59 represents the overlap (shared variance) between the
first set of evaluations and the second set of evaluations, as
indicated by the square of the correlation coefficient (i.e., the
coffiecient of determination).

39 Chang, O.H., & McCarty, T.M. 1988. Evidence on judgment
involving the determination of substantial authority: Tax prac-
titioners versus students. The Journal of the American Taxation
Association, 10: 26–39.

40 Meixner, W.F., & Welker, R.B. 1988. Judgment consensus
and auditor experience: An examination of organizational re-
lations. The Accounting Review, LXIII: 505–513.

41 Ashton, R.H. 2000. A review and analysis of research on
test-retest reliability of professional judgment. Journal of Be-
havioral Decision Making, 13: 277–294.

42 Schoemaker and Russo, op. cit.
43 Ebert, R.J., & Kruse, T.E. 1978. Bootstrapping the security

analyst. Journal of Applied Psychology, 63: 110–119.
44 Ashton, A.H. 1982. An empirical study of budget-related

predictions of corporate executives. Journal of Accounting Re-
search, 20: 440–449.

45 Dawes, R.M., Faust, D., &. Meehl, P.E. 1989. Clinical versus
actuarial judgment. Science, 243: 1668–1674; Grove, W.M., & Meehl,
P.E. 1996. Comparative efficiency of informal (subjective, impres-
sionistic) and formal (mechanical, algorithmic) prediction proce-
dures: The clinical-statistical controversy. Psychology, Public Pol-

icy, and Law, 2: 293–323; Grove, W.H., Zald, D.H., Lebow, B.S., Snitz,
B.E., & Nelson, C. 2000. Clinical versus mechanical predictions: A
meta-analysis. Psychological Assessment, 12: 19–30.

46 Hall, R.I. 1984. The natural logic of management policy
making: Its implications for the survival of an organization.
Management Science, 30: 905–927.

47 Ibid.
48 See Daft, R., & Lengel, R. 1986. Organizational information

requirements, media richness, and structural design. Manage-
ment Science, 32: 554–571.

49 See Schoemaker and Russo, op. cit.
50 McGrath, R.G. 2001. Exploratory learning, innovative ca-

pacity, and managerial oversight. Academy of Management
Journal, 44: 118–131.

51 See, for example, Eden, C., Jones, S., & Sims, D. 1983. Mess-
ing about in problems: An informal structured approach to their
identification and management. New York: Pergamon Press.

52 For discussions of implicit learning, see Broadbent, D.E.,
FitzGerald, P., & Broadbent, M.H.P. 1986. Implicit and explicit
knowledge in the control of complex systems. British Journal of
Psychology, 77: 33–50; Reber, A.S. 1989. Implicit learning and
tacit knowledge. Journal of Experimental Psychology: General,
118: 219–235.

53 See, for example, Michalko, M. 1998. Cracking creativity.
Berkeley, CA: Ten Speed Press.

54 Michalko, op. cit.
55 Leonard and Sensiper, op. cit.
56 See Michalko, op. cit.

C. Chet Miller is a member of the faculty at the Babcock Grad-
uate School of Management, Wake Forest University. He cur-
rently serves as an associate editor for Academy of Manage-
ment Journal and as a board member for Organization Science.
His research interests include executives and strategic pro-
cesses, organizational design and change, and research meth-
ods. He has worked with companies such as ABB, Bank of
America, Krispy Kreme, and State Farm Insurance. Contact:
Chet.Miller@mba.wfu.edu.

R. Duane Ireland holds the Foreman R. and Ruby S. Bennett
Chair in Business Administration in the Mays Business School,
Texas A&M University. He is a former associate editor for Acad-
emy of Management Executive and is a current associate editor
for Academy of Management Journal and a member of the
Academy’s Board of Governors. He also serves as a member of
the editorial review board for several other journals. His re-
search interests include the effective management of organi-
zational resources, strategic entrepreneurship, strategic deci-
sion making, and strategic alliances. Contact: DIreland@mays.
tamu.edu

30 FebruaryAcademy of Management Executive




