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Executive Summary

In this report, VUCA environment for FreeAgent, a fintech company was examined. While discussing the VUCA environment, various leadership approaches that help to navigate the complexity of business problems were analyzed. Furthemore, three key leadership mindsets were discussed. Lastly, leadership styles that favor innovation and creativity in an organization were highlighted
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Introduction

The primary purpose of the essay is to identify the VUCA environment for FreeAgent UK, a fintech company, specializing in online accounting services. It will also discuss the various leadership approaches critical to navigate the complexity of business problems. Furthermore, it also highlights three key mindsets of leaders who respond to complexity better than traditional leaders. Lastly, this essay discusses leadership styles essential for stimulating creativity and supporting innovation in the organization. Based on the discussion, it will recommend a suitable style of leadership for the organization.

FreeAgent

The FreeAgent, one of the pioneers in online accounting software, is a UK firm, providing accounting solutions to freelancers and scaleup businesses. The company’s user-friendly applications enable its clients to save themselves from hurdles of tax returns. Recently, the firm developed strategic partnerships with commercials banks and is recently acquired by the Royal Bank of Scotland.

VUCA Environment

To advise the organization on the aspect of leadership, it would be critical to conduct a VUCA analysis and understand the competitive nature of the Fintech industry in the context of the UK. The acronym VUCA stands for ‘Volatility’, ‘Uncertainty’, ‘Complexity’, and ‘Ambiguity’. It would be essential to consider the VUCA environment since it serves as a comprehensive framework for identifying the potential changes in the environment and suggesting appropriate leadership strategy to prosper. According to reports, the UK is among the top countries attracting investments internationally in the fintech industry. The UK reported a growth of 5% in investments particularly in the Fintech industry(Nooteboom, & Teisman, 2019)

Volatility

The global fintech industry with the UK being the center with more than 89000 firms operating in the finance and insurance segment, is expected to double the traffic of firms. It is since the market of fintech has enormous potential for growth. In the period between 2017 -2018, the UK fintech market has grown more than two-fold. Apart from this, FreeAgent as a fintech company is gaining more subscriptions from customers. Furthermore, since the company’s clientele comprises freelancers and scaleup businesses, complying with data processing regulations for diverse customers is not easy. Hence there is high volatility.

Besides, since the industry has growth prospects, FreeAgent will experience strong competition for fintech companies in the coming years. The company needs to be mindful of the strategies other brands would use to disrupt the fintech industry. This coupled with the Brexit scenario will require businesses to strengthen their footholds in the UK market. Considering the expansion in Non-EU countries like China, India, the US, and others would be critical since it would allow retaining opportunities for growth. In addition, the companies operating in the fintech sector would require complying with World Trade Organization regulations.

Another aspect to consider for vulnerability is cyber-attacks. Cyber-attacks occur every 39 seconds. Being an operator in the fintech industry, it is essential to evaluate the current protection tools and make every possible endeavor to dodge attacks from hackers. Protecting confidential financial information of customers is critical in the fintech segment, especially given the high regulatory requirements of the governing authorities. Besides, assuring customers of the safety of their financial information is seen to drive competitive advantage for a fintech business. The FreeAgent seems to be doing well since it is now under the umbrella of the Royal Bank of Scotland, which will enable it to be more trustworthy by providing an excellent customer experience.

Uncertainty

There is low uncertainty for FreeAgent given the current market scenario. The UK is just below India and China in fintech investments as in the recent year, it attracted 5 billion dollars. Moreover, given the potential of growth in the fintech industry and open banking domain, FreeAgent will certainly experience growth as the customer base of the industry will expand and more scaleup companies will join and flourish in the industry. The FreeAgent company, recently partnered with the Royal Bank of Scotland to become the first tech company to offer open banking service (complimented with accounting services) to the market. This strategic partnership then followed the acquisition of FreeAgent by RBS in 2019 for 53 million GBP. With this acquisition, the tech company which has prospects of higher growth will now help RBS to counter uncertainty in its business environment and attain stability. Also, the leadership visions of both companies seem to be a line as they see consider more tech-driven growth prospects

Complexity

Though there is low uncertainty for the business, there exists low to medium complexity. Strategic partnerships add more complexity to business operations in the fintech industry. However, FreeAgent is now an entity under the hold of RBS. Moreover, the company has the vision to gain strategic partnerships to add more simplicity to business for both the company and its clients. However, complying with the regulatory environment and integrating banking features with accounting software in the future will not be an easy task. Hence, there is a certain degree of complexity in the business environment. It would be critical to develop and maintain close links with the regulatory authorities to enable the smooth flow of operations by gaining more trust from customers and expanding the clientele for open banking service.

In addition to the above, the deadline for Brexit may also add greatly to the complexity of the business environment. Though the UK is the leader in fintech in Europe, more than 42% of its workforce in the fintech sector is outsourced. Hence, a major challenge thatFreeAgent and other companies in the fintech domain will face, is to recruit the best talent and reevaluate the growth prospects in the post-Brexit economy. Also, the event of Brexit will also impact the regulatory environment as fintech companies will need to comply with new trade regulations. Therefore, FreeAgent will need to comply with more complex trade norms(Gibbs, Press, & Wong, 2019).
Ambiguity

Though there is low uncertainty, in recent years, Fintech companies have been made to comply with strict regulations courtesy of the General Data Protection Regulation (GDPR) Act in 2018. This Act defined the new mechanisms of processing information of EU citizens. There is a certain degree of ambiguity and high complexity regarding this issue as large companies such as British Airways and Marriott were fined 300 million GBP for failing to comply. 

Relevant Leadership Approaches that Navigate Complexity

In the contemporary business world, the concept of leadership is evolving courtesy of fast-moving information, free-flowing communication through globalization and advancement in technology. Leadership, in the contemporary world, has evolved from the traditional bureaucratic approach to more democratic and complex practices. Globalization, communication, technology and climate change are making the business environment more vulnerable and uncertain. Hence, following up with a traditional passive or merely reactive leadership approach is not likely to favor any business. Therefore, to continue to exist in this challenging and highly certain business environment, organizations need to foster a complex leadership style. The concept of complex leadership entails developing more flexible and complex mechanisms for business, (critical to surviving in the current age of the information) than relying on the execution of consistent business practice based on technical expertise, a business model that became predominant in the industrial age(Maltz, & Witt, 2018)
The complexity leadership is a combination of three kinds of leadership styles;

Administrative leadership.

The administrative style of leadership in a concept relevant to hierarchical structuring in the organization, setting goals, mission, vision and the relevant formal communication required. This concept though essential for drawing the blueprint for organizational structure has gone out of date courtesy of the information age, where businesses need to develop highly complex business models. However, the complexity leadership takes the administrative concept to draw the necessary bureaucratic outlines to alleviate formal interaction(Yüksel, 2017).

Adaptive Leadership

Besides, the complexity leadership mainly depends on the concept of adaptive leadership, which fosters informal communication throughout the organization and emphasis on learning from the environment. It is mainly the adaptive leadership concept which enables organizations to be able to offer the necessary degree of flexibility to the increasingly complex and uncertain business environment. Though adaptive leadership seems challenging and risky, it is becoming increasingly popular given that it fosters creative problem solving and helps the organization to take a more proactive approach towards organizational issues. Besides, action-centered leadership is critical to align adaptive leadership with the administration. This leadership style gives more prominence to adaptive leadership as this is where all the planning is materialized (Uhl-Bien, & Arena, 2017).

Stakeholders and Ambiguity
While navigating complexity in the business, according to experts, it is important to consider two key factors such as stakeholders and ambiguity. Since stakeholders have diverse interests, catering to the needs of every stakeholder without compromising on the other requires complex thinking and is not easy. The concept of ambiguity is relevant to uncertainty in the business. Leaders navigating complexity must target ambiguity as a deterrent to achieving organizational goals. Ambiguity is sometimes the lack of knowledge, planning, from the organization or little understanding of the scope of the project of the stakeholders. Leaders navigating complexity must be able to communicate freely with all the stakeholders, communicate a collective vision, inform them of the value of the project (specific to each) and the scope as well. Apart from this, planning beforehand is also critical to remove ambiguity from the internal environment(Baltaci, & Balcı, 2017).
Three Key Mindsets to Navigate Complexity

In this increasingly complex and chaotic business world, following three leadership mindsets may help leaders to navigate complexity better and come up with a more specific problem -solving solutions to help their firms gain a better edge in the competition.

First, it is important to accept that stability is temporary. Leaders should be mindful of the fact that in order to prosper they will need to incorporate change. Destabilizing is essential to move forward in the fast-moving industry(Tourish, 2019).
Second, it is critical to look for abundant resources. Managing small capital and constraining oneself to limited operations can result in ending up on the losing side. Hence, looking for strategic partnerships is essential for business.

Lastly, since the environment is challenging, satisfying every customer and stakeholder may not be possible. Hence, switching to cater interests of various stakeholders’ overtime be an alternative. It would be important to be mindful of the fact that remaining consistent in practice may not always be possible (Khalili, 2016).
Leadership Approaches that foster Innovation

Businesses at a certain point find themselves in dire need of leaders who can see matters differently and successfully act upon their unique ideas. Whether it is for acquiring a competitive edge in the market or for improving the management of internal affairs, leaders with creative problem-solving skills seem an essential resource. More importantly, creativity is directly linked to innovation. Without a leader offering creative insights over the problem, the organization will not be able to pursue new strategies for product development. Considering the importance of innovation and creativity in an organization setting, this discussion will seek to provide an insight into styles of leadership that foster organizational creativity. It will also provide insight into the methods used to enhance organizational creativity (Watts, Steele, & Den Hartog, 2020).
Measures for enhancing organizational creativity:

Because organizational creativity is an important element for stimulating organizational innovation, there are certain methods that can be used to enhance the creativity level of employees.
Give freewill to employees

Allowing a certain degree of flexibility to employees in choosing the course of action for the task results in positive innovation. It is suggested that leaders should grant some time off in the working hours. This enhances the mental flexibility of the workforce and develops constructive ideas for solving problems. An example of this approach is leadership at Google. Google gives its developers the flexibility of working a full day in a week on the project. This freedom has resulted in the creation of smart service, Google News (Steele, Watts, & Den Hartog, 2018)
Increase Diversity

Leaders should focus on building a competent and diverse workforce. People from distinct backgrounds, gender, and age groups are a major strength of the workforce. However, excessive diversity can also hinder consensus and lead to intragroup conflict. Therefore, diversity should be supported in workforce groups where the nature of work requires the generation of new ideas e.g. the software industry(Khattak, Batool, &Haider, 2017) For instance, Google hires students from different backgrounds. Google's approach to building a diverse workforce has been a big success. In order to create young talent from different groups, Google is engaged in hiring both graduates and undergraduates through its college recruitment programs in various countries. Also, this initiative is a major reason for supporting Google’s image of ‘a global company’ (Zach, 2016).
Participative Style of Leadership
It is difficult to overlook the fact that an organization’s excellent long-term performance is driven by the creativity level of its leaders. Sidelining creativity and encouraging excessive formalization will only hinder business performance. Therefore, firms should focus on eliminating the barriers to creative leaders(Reinhardt, 2019).
In a participative style of leadership, employees are not be threatened to lose their jobs. Managers with new perspectives are welcomed for problem-solving and allowed to help the organization build a better culture of creative problem-solving. Employees are motivated to inform authorities regarding their opinions pertaining to the issue(Richards, 2019). Moreover, in order to increase efficiency, the workforce isasked to adopt a different course for solutions. In addition, to enhance the level of creative problem solving of employees, leaders build a culture that motivates employees to act upon their free will and take responsibility for their actions. This helps in elevating the level of cognitive flexibility of the workforce. However, this approach is only useful if the nature of work requires the generation of new ideas on a regular basis (Al-Husseini, & Elbeltagi, 2016).
TRANSACTIONAL AND TRANSFORMATIONAL LEADERSHIP

In order to achieve effective levels of organizational innovation, businesses are reliant on the quality of their leadership. The most popular forms of leadership are transactional and transformational leadership. Transactional leadership focuses on the work processes for improving organizational innovation. This style of leadership defines the relationship between the leader and his subordinates in terms of a transaction(Rezvani, Dong, &Khosravi, 2017) Employees are informed about the work processes and are dealt with rewards and punishments for their performance. This type of leadership aims to motivate employees through extrinsic factors i.e. rewards, bonuses,etc (Ricard, Klijn, Lewis, & Ysa, 2017)
On the other hand, transformational leadership, which is focused on bringing change in the organization, seeks to motivate employees by acknowledging their needs and effectively communicating the credo of the business.  

In order to better understand the effects of each leadership style on organizational innovation, we will discuss them in detail.The following are some key factors to consider for stimulating innovation in the organization(Musa, & Fontana, 2016)
6.2. Motivation

Like every leadership style, both transformational and transactional leadership are focused on motivating employees for successfully achieving organizational goals. Transactional leadership motivates employees to align their actions with the organization’s goals. Employees are rewarded for their good performances. Transactional leadership focuses on extrinsic factors for employee motivation, whereas transformational leadership focuses on the intrinsic factors of employee motivation(Werner, 2018)
6.3. Improving organizational performance

Transactional leadership best suits large organizations that must maintain hierarchy for smooth running of operations, or where the business needs the workforce to act in a linear direction in order to maintain stability due to crises. This type of leadership is favorable for organizations where the workforce has limited involvement in the decision-making process.  For instance, big corporations like Hewlett Packard, NBA, and other military organizations have transactional leaders(Khuzzan, 2016)
On the contrary, transformational leadership best suits organizations that require the quick implementation of change as a response to a rapidly changing environment. The idea to motivate employees to share their ideas with their leaders will develop their cognitive flexibility and help in implementing the change in the organization. This type of leadership suits situations that require the use of complex problem-solving techniques. This is made possible through successfully mentoring the workforce.

According to the study which sought to examine the effects of the transactional/transformational style of leadership on organizational performance and innovation, transactional leadership in the workplace is directly linked with organizational performance. However, since transactional leadership does not encourage self-directed behavior for problem-solving, it does not have positive outcomes for organizational creativity. Apart from this, the study considers transformational leadership positive for enhancing creativity in the organization since transformational leadership is highly effective in improving organizational performance by giving autonomy to the workforce  Moreover, a democratic organizational culture which is the basis of transformational leadership, supports organizational innovation more better than leaders (transactional) who support power(autocratic) culture in the workplace(Tamara, Warganegara, Rusmanto, &Manurung, 2016)
In addition to this, transactional leadership’s effect on job performance was studied through a survey of six major banks. Responses were collected from 297 branch managers from the province of Sindh. The results confirmed the existence of a positive relationship between transactional leadership and job performance. Although in the context of the discussion, job performance is an exception, an individual’s strong commitment to strive for an organization’s interest is a major driving force for excellent organizational performance(Fontana, & Musa, 2017).
Recommendation

It is recommended that FreeAgent adopt a transformational style of leadership since such is favorable for stimulating creativity in the organization.Transformational leadership supports democratic organizational culture and supports organizational innovation better than leaders (transactional) who support power(autocratic) culture in the workplace. since transactional leadership does not encourage self-directed behavior for problem-solving, it does not have positive outcomes for organizational creativity. Apart from this, the study considers transformational leadership positive for enhancing creativity in the organization since transformational leadership is highly effective in improving organizational performance by giving autonomy to the workforce(Zuraik, & Kelly, 2019).
Besides, while addressing complexity the three key mindsets are important.

Change Oriented

First, it is important to accept that stability is temporary. Leaders should be mindful of the fact that in order to prosper they will need to incorporate change. Destabilizing is essential to move forward in the fast-moving industry.

Risk-Tolerant

Second, it is critical to look for abundant resources. Managing small capital and constraining oneself to limited operations can result in ending up on the losing side. Hence, looking for strategic partnerships is essential for business(Muspawi, 2016)
Inconsistency is not a Problem

Lastly, since the environment is challenging, satisfying every customer and stakeholder may not be possible. Hence, switching to cater interests of various stakeholders’ overtime be an alternative. It would be important to be mindful of the fact that remaining consistent in practice may not always be possible (Gammenthaler,& Lehmann, 2018).
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