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Introduction
There are many keys to open successful business doors, in this report however the focus lies on Leadership and its many styles. To the question “what is a great leader?” comes many answers. A leader is regarded as a person in charge of a group, this group could be a country a school class or a business of employees (Cambridge Dictionary, 2024). Leadership differs greatly from management. Management falls under the umbrella of keeping control of a group, a manager focuses on structure, regulations and makes the right decisions for the business. management doesn’t require the innovation that leadership does (Harvard Business Review, 2004). A leader however has a more personal approach to business. a leader is fuelled by emotion, understanding and passion. When given a problem that affects employees a leader would understand the individual employees involved and empathise with them to resolve the situation, A manager will still solve the issue as will a leader however a manager has rules and regulations to stick to and emotional understanding of others and an empathetic undertone wouldn’t be the route chosen to resolve issues. A successful business would most certainly require management as would it require a great leader(s), it can be argued that a business cannot succeed without the two. 
There are many different types of leaders, no one style of leadership can be successful on its own due to the variety of employees and different personality traits within the workplace. Different theories have been applied to leadership over centuries, ultimately evolving the different styles of leadership. The situational theory assumes that the business situation dictates to the style of leadership required for ultimate efficiency, this is almost the same as the contingency theory that is based on the idea that no one style of leadership will fit all situations and therefore many different styles must be interchangeable.
In this report the leadership theory X,Y & Z will be explained in detail, the exploration of this theory will provide assistance in business management and help to elaborate on leadership theories. This report will further explore different leadership styles and how they need to be applied in different business situations. Contrast between different Leadership styles and theories willl also be highlighted. Contingency theory and situational leadership theory will be explained in detail and applied to small businesses in order to resolve ongoing issues. 
A conclusion and recommendation of the most relevant leadership theory that can be applied to a small UK business in the current economical state will be given.












A critical evaluation of leadership theory X, Y & Z
In 1943 Abraham Maslow advocated a basic theory relating to simple needs of a human. He proposed that a humans first needs were psychological such as food, water, comfortability, and most importantly sleep. The secondary needs of a human were suggested to be safety needs such as property, a secure job, personal security and health. Following on from this were emotional needs such as love & belonging, friendship, family, things that give a sense of genuine connection. After this the needs of a human are suggested to be esteem based such as respect, recognition and self-esteem. Finally, Maslow proposed the ultimate final stage of human desires were self-actualization, ultimately becoming the best that one is capable of (Byorum, 2015). Maslow’s hierarchy provided a basic starting point for theory X, Y & Z.
First introduced to us in 1960, Theory X & Y relate to the assumptions made of an employee’s personality. This theory helps to identify different types of leaders by categorizing them depending on where they fell on the X, Y spectrum. This theory was originally introduced by Douglas Macgregor (Macgregor. D, 1960). This became of staple use in the business industry, a foundation for leaders to navigate by. The way it works is by separating leaders into two categories X & Y. Macgregor suggested that theory x employees are on the pessimistic side, they lack ambition, they are money motivated, they are not involved in decision making, a clear line of authority is needed to manage theory x employees. This means theory X leaders are required to always supervise their employees, focus less on high workplace morale and more on the money motivation aspect, Theory X Leaders need to be strict and enforce rules and regulations without leniency and empathy is not required in this case. These are all assumptions curated by Macgregor. Theory Y employees were of the optimistic side, employees of this category were assumed to be fuelled by more than just money, passion, friendship, enjoyment to name a few of the incentives, unlike theory X workers, Theory Y employees are more ambitious, enjoy having an input, want to be known by their manager, they thrive on having responsibility. This means theory Y leaders need to be more empathetic, understanding, trust more in their employees and allow them to have autonomy (Astranti, 2019). The original theory X & Y was later developed on by Mr. William Ouchi in 1981, creating a further aspect, Theory Z. Theory Z focused on the combination of western and Japanese business methods. This theory, like theory X & Y made assumptions about employees. Theory Z employees are seekers of intimate working relationships and seek good co-operation, they value their working relationships as much as they value their job, they can work independently given the right support and support other employees. The theory Z leaders are required to incorporate some core principles; they must engage in collective decision making by sharing this responsibility with employees this is inclusive of theory Y, adapting on Maslow’s hierarchy it is required that they provide long term employment to fulfil the basic safety needs of an employee. Ouchi believed that employees should be generalist instead of specialist, learning skills from all areas of the business rather than focusing on one specific area, this is referred to as job rotation. Slow promotion is also another aspect of Ouchi’s theory Z. it is proposed that building up promotion slowly provides long running incentive for theory Z employees. Theory Z evolves the theories X & Y by focusing on training, this ensures employees feel supported in their jobs and confident. Theory Z leaders must be empathetic and understand employee’s personal circumstances. Following on from the Y theory Ouchi proposed that employees need to be given individual responsibilities to confirm the important role they play in the company (Business School 101, 2022).
Theory Z is the combination of Maslow’s hierarchy and Theory X & Y. using these theories Ouchi managed to create a conclusion theory hosting the best qualities of the previous theories. Theory Z was based on Maslow’s Hierarchy of Human needs and incorporated all areas of Maslow’s theory. The Japanese influence focuses heavily on the needs of employees and fulfilling them. Companies like Nintendo originate in Japan, these companies have some of the best working ethics following their Japanese style of business. Nintendo employees in Japan are only expected to work 7-hour shifts per day not including a 1-hour long break (Silbert, 2019), this focuses on Maslow’s theory of basic needs, encompassing first base needs like sleep and comfortability. Ouchi’s inspiration came from his home of Japan and his experience of managing workers in Japan. The Japanese work culture is very optimistic and shares many qualities with Theory Y, Ouchi’s theory Z does not seem to incorporate much of theory X. Theory X workers prefer to remain unknown, they go to work to earn a decent wage and ensure financial security for themselves and their families. There is no passion or enjoyment in their role, neither do they want to be involved in decision making. Theory X workers are robotic in their way of work. Lacking emotion and expression, Ouchi’s theory Z opposes theory X greatly as it is based on autonomy, allowing workers to be involved in decision making and it is proposed that this is beneficial for the workers and the company. Theory Z relies on trust and loyalty of their workers whereas theory X focuses on leadership control, theory X leaders dominate the workplace and there is a clear line of authority, this can be a more efficient way to maintain the workplace (IntenseScholar, 2022). Theory Y leaders differ from Theory X leaders greatly. Whilst theory Y leaders are more authoritative, theory Y leaders find it better to be participative. Conflict in a theory Z workplace would be solved by a collaborative input from workers and leaders, this would most likely involve negotiation and finding an outcome that suits everybody. This is a sharp contrast to how a conflict would be solved in a theory X workplace. If a conflict arose among Theory X workers, the theory X Leader would adhere to strict regulations, no input would be required from workers and the outcome would be non-negotiable. Macgregor used contrast when creating the X & Y theory, it is based on contrasting assumptions and recommendations. The differences between the two theories are important as humans are known to be of individual, different personality. No two people are the same, no two theories are the same and ultimately no two leaders can be the same. Contrast leads to diversity and innovation; this is extremely important in business. MacGregor’s’ theory had contrasting leadership styles. Whilst X leaders are required to be task focused, Y leaders are required to be relationship focused. Macgregor suggested that a combination of these leadership styles was required for successful management (Kopelman, R. E. et al, 2008). 
Theory X, Y & Z are efficient, tried & tested methods to use when running a business. running a small business can be difficult for various reasons. As the generations of workers change leadership styles too need to be adapted. The Gen Z population tend to be quite resistant to autocratic styles of leadership (Saqib Khan et al., 2015). Theory X is based on autocratic methods and would not be suitable to help lead Gen Z workers to success.
 A small online business could benefit greatly from adopting theory Z. The autonomous aspect of the theory would benefit the business greatly, as a small online business minimal staff would be required, autonomy would allow all staff to have the same input and responsibility within the business. allowing autonomy means more innovation, innovation will lead to advancement of the business. 
If theory X were to be adopted in this instance there would be lack of autonomy and staff would need constant management. This would not work for a small online business. Theory X would benefit a small retail business. This is a business that would require a clear chain of command. Being a small retail business one person, ideally the owner of the business, would be a theory X leader. This type of leader would be needed for this type of small business as products would need to be taken account for as would finances, as much as input from staff can be helpful, for efficiency reasons theory X would benefit a small retail business. allowing one sole person to be responsible for products and giving them decision making authority would establish a clear chain of command. In a business like this if conflict arises theory X skills would be required to control the situation and ensure minimal disruption to the workplace. 
Theory X wouldn’t be useful in a small business that has emotional connections, for instance a family run business. A business of this category wouldn’t benefit from theory X as workers would be personally invested, relationships would be of importance and workers would enjoy having an input and playing a role in the advancement of the business, this type of business would benefit more from a democratic style of leadership. Theory Y and Z would prove an advantage in this instance. Theory X is suitable for application in businesses that host a production line. Theory X has limited production capabilities but tight control. Although it lacks room for development it would be useful in a company like Land Rover, where workers are required to work on a production line repeating the same process day in day out. In large scale production companies like Land Rover control of the workforce is needed. Development decisions are made by managers and to increase production more theory X workers would be hired. 
If we consider the roles of culture and personal difference within the workplace, the choice of theoretical approach would differ. For the millennial generation the work culture is very different. The gen Z workforce was found in a recent study to be more hands on and prefer to work hard in the workplace instead of working from home (Blake, 2024). The work from home culture came to rise during covid where many establishments were forced to facilitate working from home to keep their business running. Studies have recently found only 11% of Gen Z workers are happy working from home. By these results it can be assumed that theory Z would be most suitable for Gen Z workers. Theory Z is based on relationships and autonomy. Gen Z workers are reported to be hard workers and highly ambitious. Theory X would be unsuitable to lead a millennial group and would result in resignations and conflicts. As useful as theory X initially was, almost 65 years have passed since the theory was introduced. In those 65 years the business culture has changed a lot. Empathy is required in the workplace more than it has previously been. The 20th century has seen a rise in entrepreneurs and small businesses, the market is very competitive. Politics and the change in economy have a major effect on the leadership styles used to run successful establishments. The world currently experiencing a cost-of-living crisis has had a significant impact on business and now more incentive is required as people are struggling to survive. Things such as job security and financial security are becoming increasingly important to people, but the balance of this and happiness needs to be provided to secure loyalty, dedication and hard work from employees. Theory Z is the only theory that is holds relevance and could prove efficient in business today. Giving individuals responsibility and security, whilst establishing healthy and understanding relationships with staff. Theory Z would cater to cultural differences such as age or gender and incorporates Maslow’s hierarchy of needs which will always remain the basis for any leadership theories.




Contingency/Sitatuational leadership


For each situation a different leadership style must be applied, this is the basis of Fielder’s contingency theory (Kuhn, 2007). Between 1964 and 1974 fielder conducted more than 30 studies to back up his contingency theory. There are many different contingency approaches within business. The situational leadership theory differs slightly from the contingency theory, following the same themes of adopting different leadership styles depending on the situation, introduced in 1988 by Hersey and Blanchard, the situational theory proposes that leadership is skill based rather than relationship based (Small Business - Chron.com, 2016). There are also approaches that suggest a leader is born rather than taught, like the trait approach to leadership. 
Created in 1971 by Mr. Robert House, the path goal theory, like theory Y & Z, has a strong focus on the strength of the leader. It assumes that a good leader helps their workforce reach their goals and hits targets, Leaders adopting this method will set high goals and offer a clear directional path (Channell, 2023). The contingency theory provides businesses with a scale known as the LCP approach; LCP is the ‘Least preferred co-worker scale’. This is a measure introduced by fielder as part of his contingency theory. The scale is used by measuring a person’s leadership style by the descriptions given of their least favoured co-worker. This allows leaders to be categorized by leadership styles, a person considered to be relationship-orientated would describe their least favoured co-worker in a the most positive light they could, whereas a person who is task orientated would describe their LPC in a negative light. A manager can use the LPC scale to assess which style of leadership they need to apply to the situation (Investopedia, 2024). Transformational leadership is another contingency approach. Following the same themes, transformational leadership focuses on the motivation of the workforce. Using intrinsic motivation, transformational leaders focus on the organizations core goals and provided the ultimate motivation for their colleagues (Khan et al., 2020). 
More recently the world of business has been impacted by major events that have changed the world as we once knew it. In November 2019 the world was hit with a pandemic, Covid 19 saw the lockdown of most business worldwide. UK trades were impacted severely to avoid the spread of the virus, and the economy saw a major shakeup. This pandemic changed the way leaders managed their organizations, with more people working remotely, team leaders and managers using online platforms such as Microsoft teams and Zoom to hold important meetings and casual staff given more responsibility. Following the lockdown of businesses and many previously successful organizations crashing into administration, the business world began to rebuild itself with many new adaptations such as remote work and meetings becoming a regular approach to business. however, in 2022 Russia launched an attack on Ukraine creating an ongoing war currently making an impact to the way business is run. Due to sanctions put upon Russia, Trade between Russia and the EU has ceased. European council has highlighted a need for ‘open strategic autonomy’ as a new contingency measure (BRIEFING European Council in Action, n.d.). Putin is an autocratic type of leader, meaning the people of Russia do not have a say in any decision he makes on behalf of the country. The European council continues to take a democratic approach when handling the war between Russia and Ukraine, using as many contingency approaches as they can, focusing on the relationships between world leaders to avoid more conflict and economical disruption. The UK placed many sanctions upon Russia which included the ban of importation of fuel, gold, silver, steel and other higher end commodities (Donnarumma, 2023). This has had a drastic impact on the UK fuel business. contingency approaches have not worked to reach middle ground with Russia leaving the price of fuel highest they have been for the past 7 years (Cinch.co.uk, 2021). This has had a knock-on effect on various organizations. Not only is the everyday driver affected, HGV companies and freight companies are having to raise their prices due to the cost of the fuel. This has led to supermarkets raising their prices of fresh produce and imported goods. As a result of these worldwide catastrophic events there is a current cost of living crisis in the UK. Consumer prices have risen 3.4% in 2024 and prices of utilities are at an all-time high. The UK is a large net importer of goods, this includes energy. With the disruption to importation the EPG (energy price guarantee) price rose from a cap of £2,500 in 2022 to £3000 in 2023 (Francis-Devine et al., 2024). The cost-of-living crisis has not only affected large organizations, but small business has also been affected immensely. Many small businesses have closed after decades of operation due to the rising costs and not being able to sustain regular custom (News, 2023). Using contingency approaches and situational theory, small businesses may be able to survive the cost-of-living crisis. Small business owners have been found in study to be more relationship orientated rather than task orientated (Sánchez, 2017). Due to the rate inflation is rising task focused leading is required. The focus on finances needs to be meticulous, using a combination of this and relationship focused leadership to establish a rapport with importation companies to negotiate lower costs. It would benefit small businesses to adopt a transformational management style, the world of business has made major changes over the past 3 years. Transformational managers focus on the future and the steps needed to get there (IMD business school for management and leadership courses, 2022). Using the contingency theory to negotiate the sanctions placed on Russia, an authoritative style of leadership should be assumed by the UK government. Many of the problems small businesses of the UK face are caused by external factors out of their control. If negotiations can be reached regarding the trade of fuel alone than the cost of running for many small businesses will decrease significantly. Due to the lack of resource in the UK alternative options are limited. A participative approach to leadership will benefit small businesses by allowing the employees to work alongside managers and business owners to discover innovative ways to decrease running costs and increase profits. This style of leadership will help to resolve any internal issues. 
 


Conclusion 
Overall, considering the current economical state caused by various external political issues, the leadership theory most suited to run a UK small business is the contingency theory. This theory does not debunk any other leadership theory or approach but instead encapsulates them all. The belief that the style of leadership should be changed depending on the situation will always be relevant to business, new or old, big or small (Kuhn, 2007).  This theory and approach can be applied to any type of small business. it allows the leader to become acquainted with various leadership styles and understand the needs the organization and colleagues. A mixture of leadership styles will ensure employees are motivated, incentivized, supported but also kept in line with and autocratic undertone. A balance of styles will suffice.
Good leadership is the foundation of a successful business and a happy workforce. A leader acts as the glue for an organization, without a great leader an organization will be unable to stick together. Support and stability are needed for a business, even more so during the current economic state. The rate of inflation is rising, and more UK business are closing through no fault of their own. Putin, leader of Russia refuses to use contingency methods and remains autocratic. This has affected business in Russia more than the UK. The UK remains democratic and sees the retention of more small businesses which is a clear reflection of the style of leadership baring much importance to the success of business.
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