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“park” their own views, and listen to the
opinions of others. Issues that cause some
momentary discomfort can be the most
valuable. Trust that acknowledging them is a
healthy and important action. Start by
building a master list of issues and
opportunities. Continue until you reach the
point of diminishing returns, where new
items begin to repeat issues already on your
list. Then validate the list, testing items and
eliminating ones that are inaccurate or
minor. Finally, items need to be grouped
and prioritized.

(2) Definition. The alchemy of the process

occurs as issues are converted into two-

headed dilemmas of crucial importance to

the organization. Dialectical tension results

when there is no easy resolution to resolve

the dilemma. Generally, tackling the

challenge involves experimentation and

dialogue. Much of the value often lies in this

exploratory process, where hypotheses,

fears and hopes can be aired. 

(3) Translation. Dilemmas do not result in
certainty. Instead they illuminate and guide
in areas where certainty is not possible.
They tell us what to pay attention to, and
help us to identify options. They prepare us
to make informed choices that we and
others can live by

This is a review of “Leaders manage
dilemmas” which originally appeared in
Strategic Direction, Volume 20 Number 11,
2004. The authors were Alex Lowy and Phil
Hood.

To read more articles on Fortune 500
organizations and the management
challenges they are facing, Strategic
Direction is here to help. Created with the
senior manager in mind, Strategic Direction
brings you concise, action-oriented
applications of current business strategy. 

Visit our Management Styles
Community online to find out more

www.managementfirst.com/management_
styles/journals/journals.htm
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impressive results he subsequently

achieved by concentrating on managing

these dilemmas. The company became

refocused on serving the customers,

redundant businesses were trimmed and

the Global Services business emerged to

breathe new life into the company as it

entered a new century.

Complex, ongoing challenges

Lowy and Hood note that, for leaders,

dilemmas are often more important than

answers. Big challenges tend to be complex,

ongoing in nature, and highly resistant to

simple fixes. Fixes are often symptomatic in

nature, especially when applied without a

full appreciation of forces at play in a

situation. While the time to fully understand

all the driving forces of a challenge is a

luxury few can afford in a competitive

business environment, acting precipitately

with inadequate diagnosis and insight is an

even more costly indulgence.

Contemporary leaders should establish a

“dilemma agenda” with two categories –

direction-setting and culture-setting:

• direction-setting dilemmas are externally

focused, concerned primarily with

competitive positioning and definition of

the value proposition; and 

• culture-setting dilemmas are concerned

with how value is created, establishing

norms and practices within the business

that are healthy and aligned with needs

and principles.

Examples of the two are:

(1) Direction-setting: revenue versus
profitability. In a race to grow and lock-in

customer relationships before more

established companies could transform

themselves into internet retailers, Amazon

founder Jeff Bezos initially focused on

revenue, not profits. The company had its

first profit at the end of 2000 but losses

continued on a regular basis until 2003,

during which time Bezos focused on cutting

costs and maximizing profits with the same

intensity he had earlier put into growth. He

reduced staff, secured more revenue per

order and developed a profitable service

business handling online sales for

companies including Toys “R” Us. In 2003

revenues rose by 34 percent, producing a
profit of $35.3 million. 

(2) Culture-setting: urgency versus
importance. When Austin Mulinder took
over Fujitsu’s North American retail
business in 2000, it had been losing money
for several years, sales were falling and it
was clear that, without a steady stream of
new clients, it was inevitable that the
revenue situation would get worse before it
could get better. Under extreme pressure to
increase revenue, Mulinder instead decided
to revamp the strategy and value
proposition. Balancing the dilemma of
dealing with the “urgent” or the “important”
tasks first, within a year the division was
taking business from competitors.

Three steps which executives can
follow in tackling leadership dilemmas
are:

(1) Recognition. The first step in managing
dilemmas is observing what is going on in
the external and internal environments. To
do this well, leaders must momentarily

“The first step in

managing dilemmas

is observing what is

going on in the

external and internal

environments. To do

this well, leaders

must momentarily

‘park’ their own

views, and listen to

the opinions of

others.”
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Q: In an era of globalization and
decentralization, it has been argued that
governments are being forced to reshape
public sector leadership to cope with new
challenges. Can you elaborate on what these
challenges are? 

A: All countries are now in transition – and in
these circumstances leadership is at a
premium. The phenomenal growth of markets,
and consequent increase in individual wealth
and welfare in OECD countries, are forcing a
rewrite of the social contract. Citizens now
expect to be informed and involved in public
decisions which affect them, and they are
much less disposed to accept central
authority unquestioningly. At the same time
there are ever-more challenging problems
that require strong central collective and
representative decision making – for
example, for many countries the decision to
reallocate current public resources to meet
the growing costs of an ageing society is
proving too hard. 

It is this tension between the need for strong
collective decision making and the movement
of power away from the center that makes
leadership so important today – at both the
political and the managerial levels. The
essence of the leader’s role is to understand
and to convey how things must change in the
interests of all – and then to create an
environment in which the members of an
organization will make the adjustments
needed. It is not just about confronting the
big problems – but making people feel
secure enough to risk change. Across OECD
countries at present, public sector leadership
development is a top priority.

Q: Taking a wider perspective for a moment,
in your opinion, what are the biggest
challenges facing public sector managers in
the member states?

A: There are three big challenges – how to
fund future social security, how to help
politicians take necessary but unpopular
collective decisions, and to win acceptance
of them in an atmosphere in which
governments are increasingly sensitive to
public opinion, and how to build a group of
public servants with a shared sense of the
public interest and a disposition to 
co-operate to achieve it. 

A particular challenge is that, while the jobs
and incentives of senior managers are
becoming increasingly individualized, the
most difficult problems governments now
face require collective co-operation across
different functions of government.

Q: As an authority on the practice of
international public management, are there
any “universal truths” or words of wisdom
you can offer to public sector managers
reading this interview?

A: I can’t claim to be such an authority – but
there are a couple of lessons which I have
learned over the years. 

The first is that you shouldn’t separate public
management from a deeper understanding
of government and governance. The public
manager is not just a technician but part of a
wider system through which societies take
their collective decisions and undertake
collective action. A bad public management
decision can damage public confidence not
just in the government – but in public
institutions generally. Without trust, and
willing compliance by society at large, the
modern government cannot operate. This is
both what makes public management
interesting and challenging, and what places
constraints on the public sector manager
compared with their private counterpart.

My second lesson – which I think may ring
true for most managers who have been
around for a while – is that, while to be
successful we must be passionate about the
public goals we are pursuing, it is prudent to
be skeptical about the capacity of any single
management intervention to produce
important behavioral change. 

In the public as in the private sector,
management advice has become a fashion
industry with new solutions coming out
every season. It is important to bear in mind
that human beings are intelligent and
discriminating, and perfectly capable of
playing lip-service only to change if they do
not think it serves their interest. Deep
change in both behavior and organizational
culture requires committed leadership and
management, the use of the full range of
incentives on staff – carrots and sticks,
formal and cultural – and must be
deliberately driven and reinforced over
several years

From 2000 to 2005, Alex Matheson has
been the Head of the Budgeting and
Management Division of the Public
Governance and Territorial Development
Directorate of the Organisation for
Economic Co-operation and Development
(OECD) in Paris.

Before the OECD, Alex was, for three years,
a Special Adviser on Public Management
for the Commonwealth Secretariat based
in London. In this role he undertook
consultancies and ran seminars in Africa,
the Caribbean, South Asia, South East Asia
and the South Pacific.

Alex Matheson: public sector issues
Interview by Alistair Craven
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A brand new year: and a brand new issue of the
Handbook of Business Strategy to help you through! 

magine if just one leading successful

businessperson wrote down in detail their

most successful strategy that has been

proven to work time and time again in a

personal journal that they constantly keep

by their side. 

Now imagine if you got the opportunity to

peek inside. Think of what you can achieve

as they take you step-by-step into the

secrets of their business success.

Well, we have 50 of them waiting to
give you all their best hints and tips

The Handbook’s first section will introduce

you to all of our expert authors with 50

biographies. And reassuring it is indeed,

with an impressive list of authors from the

most prestigious centers of excellence,

CEOs, and consultants.

A great saving

Now if anyone in this list were to come to

advise you in person they would no doubt

charge you thousands. However, you can

read their best thoughts in the Handbook of

Business Strategy 2005 for just STG£219 or

US$369. 

The Handbook of Business Strategy 2005

brings you 50 independent views of strategy

covering seven key issues:

1. Asset protection

2. Markets and marketing

3. Strategic management

4. Leadership

5. Human resource development

6. Technology and processing 

7. Corporate and customer communications.

The 50 expert opinions are grouped together

under these seven separate sections that

give this Handbook a great direction of

thought and total coverage in each of the

specialist areas.

The Handbook has

332 pages and is in

an attractive, easy-to-

read style with

simple diagrams to

help you digest and

implement each and

every one of the 50

articles.

You’ll get more than you think

This book isn’t like one of those strategic

magazines where you are left thinking,

“What does that mean to me?”, as the

Handbook of Business Strategy 2005 only

includes robust, proven strategies that you

will find you can directly apply to your

working environment.

This is more than just one of those nice-to-

read publications, it’s written by

practitioners for practitioners.

I

For further information, to subscribe by
credit card or just to request an invoice
please visit:
www.managementfirst.com/tk.php?hbs

or write to or call us on 

Tel: +44 (0) 1274 785 151

Emerald Group Publishing Limited, 
60/62 Toller Lane, 
Bradford, 
BD8 9BY, 
UK.

New for
2005
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Final thought ...

Conflict is inevitable in a team ...
in fact, to achieve synergistic
solutions, a variety of ideas and
approaches are needed. These 
are the ingredients for conflict. 

Susan Gerke, IBM, Leadership
Development

ACCESS YOUR
COMMUNITY

As part of your Emerald
subscription you can access ALL
features on our web site. This
includes over 100 articles and
over 50 interviews with
management experts in all of the
major disciplines. Simply use the
username and password supplied
to you in your “Welcome” pack.

ACCESS
IS FREE
Visit our homepage at
www.managementfirst.com
and click on “About Us” to find
out more.
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