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COMPLEX PROBLEM-SOLVING

is an essential leadership skill. In

a recent survey of over 300,000

managers, leadership consultancy

Zenger Folkman found it was the

second most important competency

for effective leadership, behind

“inspiring and motivating others.”

The World Economic Forum’s 2020

Future of Jobs Report predicts that

complex problem-solving skills will be

among the three most important skills

managers and others will need in the

coming years.

Despite being critical to effective

leadership, recruiting leaders with

adequate problem-solving skills is

surprisingly difficult. In surveying

organizations that hire MBA

graduates, both the Financial Times

and Bloomberg Businessweek found

that one of the biggest skills gap

recruiters faced was with candidates’

problem-solving skills. Another survey

of corporate recruiters showed the

biggest skills gap in new college grads

was in problem-solving and critical

thinking.

Complex problem-solving:
The most important leadership skill

you may have never learned

By Corey Phelps, Ph.D.

University of Oklahoma

Michael F. Price College of Business

While organizations need

effective problem solvers, they’re

telling us our business schools

and universities are inadequately

meeting this need. Training is critical

because, for most of us, problem-

solving doesn’t come naturally.

Research shows numerous pitfalls

trip us up:

• We’re quick to believe we

understand a problem based on

limited information, and we jump

to a flawed solution.

• We seek to confirm our

hypotheses about our preferred

solutions rather than entertain

alternatives, and we ignore

conflicting evidence when we

get it.

• We view problems incompletely

through the limited frameworks

we know instead of broadening

our search by collaborating

with others who use different

frameworks.

• And, when we communicate our

recommended solutions, we’re

often unpersuasive.

So, how can we become better

problem solvers and solution sellers,

and thus better leaders?

We need a disciplined and

generalizable problem-solving method

and a set of useful tools for each step

of the process to overcome the pitfalls

to problem-solving.

Building on tested methods

of top strategy consultants and

research in cognitive psychology

and design thinking, my colleagues

Bernard Garrette and Olivier

Sibony and I have developed a

step-by-step process and toolkit for

tackling challenging business and

organizational problems. We call it

the 4S method because it consists

of four stages: state, structure, solve

and sell.

Here’s a brief example:

Tracy is the CEO of Family Table, a

multibusiness, family-owned company

that operates national branded chain

restaurants. While Family Table is

profitable, one of its businesses —

Perk — is in the red.
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Family Table’s management 

team disagrees about why these 

businesses are floundering. Several 

believe their problems are due to a 

temporary decline in market demand 

and will resolve when the economy 

improves. A few say the problems are 

operational and finding efficiencies 

could restore profitability. Others 

believe a turnaround is impossible and 

suggest selling or closing Perk. Let’s 

see how the 4S method could help 

Tracy tackle this challenge.

STATE: A PROBLEM WELL POSED IS 

HALF-SOLVED

The first step for Tracy is to state 

the problem. She has a clear question 

(“What to do with Perk?”), a set of 

symptoms (losses) and even some 

proposals for possible solutions. This 

may seem like it’s enough to state the 

right problem, but it’s not. The first 

question isn’t “What is the problem?” 

but “Do I know enough to state the 

problem?” 

In Tracy’s case, we don’t know 

enough to define the problem. 

We don’t know the extent of the 

bleeding. Do Perk’s losses threaten 

the viability of the company or are 

they a minor concern? Likewise, we 

don’t know what Tracy’s objectives 

are: Does the family expect her to 

maximize shareholder value, even 

if it means shrinking the company? 

Or maybe they’re more concerned 

about keeping the corporation intact 

for reasons of social responsibility 

or prestige. If Tracy tries to write a 

complete problem statement, she’ll 

find she doesn’t know enough yet. 

A useful way to state a problem is to 

use the TOSCA checklist and answer 

these questions:

•   Trouble: What indicates the current 

situation is not the desired one?

•   Owner: Who is responsible for its 

resolution?

•    Success: What will success look like 

and when?

•   Constraints: What are the binding 

constraints on developing a 

solution?

•   Actors: Who are the relevant 

stakeholders?

This checklist helps you 

understand important facets of the 

problem. You can use your answers 

to develop the core question that will 

guide and motivate your search for 

solutions. 

Tracy crafts her core question as, 

“How might Family Table achieve 

a consistent 10% annual return on 

invested capital from Perk within two 

years without selling Perk or resorting 

to layoffs?”

STRUCTURE: THE ARCHITECTURE 

OF PROBLEM-SOLVING

A pernicious pitfall of problem-

solving is that we have a strong 

temptation to jump to one or only a 

handful of potential solutions, often 

with a preferred solution we defend. 

The purpose of structuring a 

problem is to break down potential 

solution paths into smaller 

and smaller pieces. A powerful 

structuring tool that pushes back 

against the tendency to jump to a 

few solutions and defend a favored 

one is the issue tree. 

An issue tree helps you structure 

a problem thoroughly, without 

a preconceived idea of what the 

solution might be. Issue trees are 

typically drawn from left to right, 

beginning with the core question. 

Next, the initial branches of the 

tree, each representing a different 

potential solution path, are 

identified, often using a relevant 

framework. As you progress from 

left to right, you decompose 

branches into more specific sub-

branches. Each branch represents 

an issue related to the problem 

statement and is posed as a 

question to reflect that it must be 

analyzed to be answered.

The figure on the next page 

provides a simplified version of one 

possible issue tree for Tracy. The 

problem is initially decomposed into 

three branches using a conceptual 

framework that identifies from 

where profits can be generated: 

existing stores, an altered network 

of stores and outside the current 

business of retail stores. Because 

of space limitations, only the first 

branch is decomposed further. 

With continued sub-branching, the 

questions become more specific and 

suggestive of potential solutions.

A good issue tree is MECE: 

The different branches represent 

mutually exclusive and collectively 

exhaustive potential solutions. 

Mutual exclusivity means that the 

potential solutions are substantively 

different from one another — 

i.e., they don’t overlap — while 

collectively exhaustive means that, 

taken together, they represent 
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the entire space of potential 

solutions. Developing a MECE tree, 

which requires divergent thinking, 

overcomes the pitfall of jumping to a 

solution and increases the potential 

for finding a valuable solution.

SOLVE: FROM STRUCTURING  

TO ANALYSIS

Once you break down the problem 

using an issue tree, you can move to 

the solve stage by analyzing the issues 

contained in the branches of the tree 

to identify the winning solution. 

The purpose of the solve stage is to 

evaluate potential solutions. Typically, 

you’ll use two criteria: feasibility and 

impact on success (from the TOSCA 

statement). The evaluation process 

often consists of two rounds. In the 

first, you can use a prioritization 

matrix  — with feasibility on one 

axis and impact on success on the 

other — to quickly plot where each 

potential solution falls. In the second 

round, focus on further investigating 

only those potential solutions of high 

feasibility and impact. This usually 

involves converting a potential 

solution into a testable hypothesis 

and designing and conducting an 

experiment that will allow you to 

validate it.

In Tracy’s issue tree, one potentially 

feasible and impactful solution 

path is to reduce customer waiting 

time — faster queues — to attract new 

customers to increase same store 

profitability. There may be multiple 

ways to reduce customer wait time, 

which would be identified in further 

sub-branches. One approach would 

be to install automated kiosks. This 

could have the added benefit of 

reducing labor costs. However, certain 

conditions must be true for kiosks to 

have the desired impact. They must 

be able to reduce average wait times 

by a sufficiently large margin, which 

reduces the likelihood of customers 

departing before purchasing, which 

results in increased profitable 

transactions, the total value of which 

exceed the cost to develop and install 

the kiosks. Rather than simply assume 

these conditions hold, which is risky, 

these hypotheses should be tested, 

possibly through pilot installations at 

one or a few representative stores. 

Rigorously evaluating a wide array 

of potential solutions mitigates the 

pitfall of falling in love with an inferior 

solution and increases the likelihood 

you’ll find a good one. 

SELL: CHOOSE THE APPROACH 

THAT SUITS YOUR AUDIENCE

Once Tracy has a solution, she must 

sell it to the board to approve her plan. 

How Tracy goes about communicating 

her solution will determine whether 

the board approves and adopts it.

Decision-makers, such as board 

members, aren’t interested in hearing 

about the clever and challenging 

analyses you performed if this doesn’t 

help sell your solution. They just want 

to hear your recommendation and be 

able to determine the reasoning behind 

it and whether they agree with it. They 

need a clear and compelling story that 

persuades them to buy what you’re 

pitching. The “pyramid principle” is a 

tried-and-true way to do this. 

Barbara Minto, a former McKinsey 

consultant, created the pyramid 

principle. Her approach to convincing 

Perk issue tree
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others to adopt a solution is based 

on a well-established insight — 

people can better understand 

and remember a set of ideas if 

they can mentally organize these 

ideas around a coherent pattern 

or logical structure. To persuade 

others of your recommendation, 

they must see how your arguments 

and evidence are connected in a 

recognizable structure. 

For business recommendations, 

the most efficient communication 

structure is a pyramid that 

starts at the top with the core 

message — a concise statement 

of the recommended solution that 

addresses the core question from 

the problem statement — and then 

turns to the key line of arguments 

that support it and then provides 

the supporting evidence for each 

of these arguments. By using 

this pyramidal communication 

approach, the audience will see the 

big picture first and realize that all 

the ideas fit in a simple and logical 

pattern.

VALUE OF THE 4S METHOD

Fundamentally, the 4S method is 

designed to overcome the pitfalls 

of problem-solving that are part of 

human nature. Rather than solve 

problems based on what may 

instinctively come to mind, you 

deliberately and rigorously attend 

to stating, structuring, solving and 

selling.

While you may not have 

recognized the need for a 

structured problem-solving 

method, the guidance and 

discipline it provides can give you 

something crucially important: the 

confidence and ability to crack the 

problems that matter most to your 

organization. 
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