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Abstract 
 

Top management teams’ transactive memory systems (TMS) have been ignored as a 
driver of organizational performance. Wenger (1987) developed TMSs to explain memory 
processes of intimate partners relative to other dyads. Subsequent laboratory studies provided 
compelling evidence that group TMSs enhance performance of the group. Hollingshead (1998) 
demonstrated teams with a TMS could recall significantly more information previously 
presented to them while Moreland  and Myaskovsky (2000) provided evidence that 
undergraduate teams which developed a TMS had higher performance. Austin (2003) 
demonstrated groups possessing TMSs were better able to achieve their goals, rated higher by 
external evaluators, and received higher performance ratings by group members. 

However, there is a paucity of research that examines TMSs in the field due largely to the 
absence of suitable measures (Lewis, 2003). Consequently, no research has sought to determine 
how a top management team’s TMS relates to organizational performance. Previous research 
considered performance as it related to the specific group. In this research, I hypothesize that 
TMSs are positively related to organization performance.  Top management teams are the most 
important group to firms’ overall performance as they are responsible for formulating and 
executing organization-wide strategies. A well-developed transactive memory systems allows the 
top management team to quickly, efficiently, and effectively share and integrate expertise to 
exploit opportunities and mitigate threats. As the transactive memory system becomes more 
developed, it can be leveraged and redeployed to create sustainable advantages (Lewis, Lange, 
and Gillis, 2003).  

Thus, I hypothesize that a firm’s top management team’s (TMT) TMS is positively 
related to organizational performance. To test this relationship, I utilize the 15 item scale and 3 
dimensions (specialization, credibility, and coordination) developed by Lewis (2003). Moreover, 
I hypothesize the relationship between the TMT’s TMS and organizational performance is 
moderated by the level of human capital (HC) present in the TMT. This research endeavored to 
utilize primary data to establish the hypothesized relationships. The sample frame includes 
family businesses participating in the retail automobile and motorcycle industries.  The survey 
procedure yielded 151 usable surveys. The sample is comprised of 27.81 (42 firms) per cent new 
motorcycle dealerships while the remaining 72.19 per cent are new automobile dealerships (109 
firms), roughly representative of the rate at which the two firms exist.  

I utilized a two-step structural equation model to test my relationships. I began my 
analysis with assessment of the measurement model. All the free factor loadings were significant 



an alpha at .01; the multiple item standardized loadings ranged from .70 to .94. Combined with 
the good fit of measurement model, the fit indices of the structural model suggest a high degree 
or acceptable level of model fit: RMSEA = 0.057, NNFI = 0.93, CFI = 0.97, and SRMR=.069. 

The first part of the model examined the direct relationship between TMT TMS and 
organizational performance. This relationship was partially supported. Coordination was 
positively related to organizational performance (.43, p <.01). Credibility was moderately related 
to organizational performance (.23, p <.10). Specialization, contrary to my hypothesis, was 
negatively related to organizational performance (-.51, p <.01). I then tested how HC moderates 
the relationship between TMT TMS and organizational performance. I used the product indicator 
orthagonalizing approach advocated by Little et al. (2006). As expected, the main effect of HC 
on organizational performance positive and significant. I failed to find a HC moderating effect 
for the relationships between credibility and coordination with organizational performance. As 
expected, HC negatively moderates the relationship between specialization and organizational 
performance (-.29, p <.05) 

My results indicate that the relationship between TMS and performance is more nuanced 
than extant literature suggests. Interestingly, specialization in the top management team detracted 
from organizational performance. As the members of the top management team became more 
specialized in their knowledge and skills, performance suffered. This anomalous finding was 
resultant of the group becoming more insular and untempered decision making. First, as the top 
management team became more specialized, they became less reliant on environmental cues. 
The group drew upon the expertise of external entities and information from those entities to a 
lesser extent. Secondly, top manager specialization, by default, resulted in specialists. These 
specialists possessed a unique body of knowledge. There were no other individuals to question 
their decision-making. Consequently, individuals had untempered decision making authority and 
misguided strategies. The top management team’s ability to coordinate their actions and find one 
another credible resulted in higher levels of organizational performance. The moderation effect 
indicates that negative outcomes associated with TMT member specialization can be reduced 
when other TMT members possess high levels of human capital. This allows the TMT members 
to assess the quality of information other specialists in the TMT bring to the table.  
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