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[bookmark: _Toc34937896]Executive Summary
The world of business is known for growing at a rapid pace and changing to this complex environment. This environment can be difficult to adjust to so the VUCA model is used to reflect on complex situations. Leadership in the 21st century is surrounded by complexity, megatrends and CAS, each of which will be discussed throughout.
Leadership is becoming increasingly  important with new guidelines aiding businesses to achieve their goals and adapt accordingly to the complex environment. The purpose of this report is to look at the complex environment in relation to leadership and innovation, as well as looking at the skills that are required by leaders in the 21st century.
“VUCA is an acronym used by the American Military. It stands for Volatile, Uncertain, Complex and Ambiguous”. Each letter is divided into categories explaining how to react to specific situations within a business. Businesses will need to undertake new strategies towards management to compete with this complex environment. 
Complexity refers to “greater levels of uncertainty, ambiguity, interdependencies and interrelatedness that now characterise the environments in which organisations operate”. One model that is used for complexity is the Cynefin framework (also known as the innovation framework), where it is used to evaluate where certain situations lay based on reality and segmented into topics depending on the solution.
The megatrends are also factors that affect the way a leader operates as well as businesses as a whole. They five megatrends are globalisation, millennials, mobility, changing demographics, new behaviours and technology. Globalisation has a global competitiveness that encourages companies to come up with new ways of remaining relevant in the international marketplace. Millennials are now more prominent in most workforces, encouraging the way in which the business and leaders operate to be different. By encouraging flexible working, it can motivate employees and the business will see an increase in innovation. Changing demographics also has an impact on leaders. Linking with millennials, the ‘being your own boss’ attitude can increase motivation and generate more innovative ideas. New behaviours are affecting the way businesses are sharing information and teaching their staff. Having a more public profile allows the sharing of information to obtain better ideas. Leadership is also being affected by technology as it is getting stronger by the day. Leaders will have to upskill their staff in order to compete with this fast growing technology.
Due to the VUCA environment and megatrends having an effect on businesses, they can sometimes be seen as a complex adaptive system (CAS). It has been suggested that the “changeable and diverse” nature of the CAS can help businesses evolve and innovate. 
Distributed leadership is one of the most commonly used leadership styles in the 21st century. This type of leadership enables innovation by allowing interactions to happen between different participants. However, this can cause delay in decisions as there are more participants involved. 
Transformational leadership also inspires innovation as leaders go above and beyond discussing the performance agreement within a contract and can make their staff feel part of a team and ensure they are contributing.
Emotional Intelligence and networking are considered to be vital skills for the future as advancements in technology is taking over jobs therefore upskilling is necessary. Networking can be used to everyone’s advantage, you do not have to network with everyone but it is important to analyse what they can bring to your career and what you can bring to theirs before you network.
In conclusion, it is vital that leaders within businesses are aware of the ever changing environment and adapt accordingly. Globalisation has a tremendous impact on the operations of businesses, encouraging innovation but also ensuring they remain competitive. This complex environment that plays a huge part in business operations encourages businesses to ensure they are emotionally intelligent as well as continuously networking. 
One recommendation for the business to improve networking is by introducing a coffee morning with what is known as a nudge method. This idea will consist of choosing members of staff at random to attend the coffee morning every Friday in the canteen. This will enable networking to happen throughout the departments in the organisation. This recommendation will only cost the business the time and price of coffee, tea and biscuits. 
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The current world of business that is widely recognised is growing at a rapid pace and evolving into a complex environment, resulting in issues arising in relation to leadership and management. While this complex environment can be difficult to adjust to and control, the VUCA environment is a model that is commonly used as a reflection tool for complex situations that require certain responses (Bennett & Lemoine, 2014). There are three other main topics as well as VUCA that surround leadership in the 21st century, they are Complexity, Megatrends and Complex Adaptive Systems (CAS). These four topics that affect leadership will be reviewed and explained in more depth as you progress through this report. 
Northouse (2018, p. np) defines leadership as a “process whereby an individual influences a group of individuals to achieve a common goal”. Leadership within the 21st century is becoming increasingly important with the introduction of new requirements, guiding individuals and businesses to achieve business goals and adapt to the rapidly evolving environment (Volini et al., 2019). 
The purpose of this report is to address the complex operations throughout the leadership and management aspects within businesses and to evaluate the principles in depth. The report will also address the strategies that focus on improving how effective leaders and managers are in achieving business aims and objectives. The type of skills that leaders will be required to have in the 21st century will also be discussed.
[bookmark: _Toc34937898]VUCA
“VUCA is an acronym used by the American Military. It stands for Volatile, Uncertain, Complex and Ambiguous” (VUCA-WORLD, 2018). With the current working environment being so complex, it is important that businesses are aware of the VUCA environment. 
The following figure shows the VUCA environment. As shown, the term VUCA is an acronym, each letter is divided into categories looking at ways in which to react to specific, relatively complex situations and can be easily related to a business. An example might be that if a business was in a complex and volatile industry, the more unpredictable the industry is likely to be (Kraaijenbrink, 2018).
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Figure 1: The Meaning of VUCA (Mack et al., 2015)

With the increase in volatility, uncertainty, complexity and ambiguity within the world at present, comes the responsibility that businesses must undertake a new strategy towards management to ensure positive results (VUCA – WORLD, 2018). 
With VUCA changing the way in which people and businesses operate, it is easy for leaders to take different approaches when dealing with these changes. For example, some leaders may disregard and ignore the changes while attempting to continue the same as they were before the changes arose. However, some leaders have a more positive outlook on the changes brought by VUCA, filling the gaps by developing and innovating their teams (Ellis, 2017).
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Complex Nature of Organisations
As briefly discussed in the introduction, the influence of complexity,  the megatrends and Complex Adaptive Systems (CAS) are all causing the way in which leadership is undertaken in the 21st century to take a drastic change, with the focus of businesses turning from leadership to relationships as “relationships are the key to successful leadership” (Pruitt, 2017).
The term complexity refers to the “greater levels of uncertainty, ambiguity, interdependencies and interrelatedness that now characterise the environments in which organisations operate” (Clarke, 2013, p. 135).
One model that is continuously used to distinguish between complex situations is the Cynefin framework that is shown below (Figure 2)
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Figure 2: The Cynefin Framework (Snowden, 2019)
This framework is used to establish where certain situations lay based on reality, they are divided into topics depending how the situation needs resolving (Brougham, 2015). The Cynefin framework can also be referred to as the innovation framework and “highlights the various aspects to be developed in order to define a capability which can be used for knowledge innovation, scientific problem solving, and quality assurance for knowledge work.” (Van de Walt, 2006). By using this framework to analyse situations, there will be an increase in innovation within the workplace.

There are numerous factors that impact the way in which a leader operates, but there are five that are considered the most influential to businesses worldwide. These are known as the megatrends. “A megatrend is a significant shift in environmental, economic and social conditions that will play out over the coming decades” (Hajkowicz, Cook & Littleboy, 2012).
Morgan (2016) states in his video that there are currently five megatrends affecting businesses across the globe. These five megatrends are globalisation, millennials, mobility, changing demographics, new behaviours and technology. All of these megatrends have been seen to affect the way in which leaders operate within a business.
Globalisation, according to Constantine Passaris (2006, p.6) is the “global integration of economies through trade and investment flows, as well as the production of goods and services in order to enhance international competitiveness.” In relation to innovation, it is this global competitiveness which encourages companies to come up with new ways of remaining relevant in an international marketplace. Gorodnichenko et al. (2008, p.13) writes that the pressure applied by foreign competitors thanks to globalisation puts an increased importance on reducing production costs and “are more likely to upgrade their product/service or acquire a new technology” than a company which does not feel this pressure.
This is a sentiment which is echoed by Aslam et al. (2018), where, as well as suggesting that globalisation “allows countries to gain easier access to foreign knowledge”, it is stated that globalisation “enhances international competition…and this strengthens firms’ incentives to innovate and adopt foreign technologies”.

Rainer and Rainer (2011) define millennials as people who are born between the year 1980 and 2000. This means that when they reach adulthood it will be the 21st century. With the generation of Millennials now prominent in many workforces, the way in which businesses and leaders operate might need to consider changing the way in which they operate to better suit their workforce, as in years to come it is anticipated that around 50% of all workforces will be made up of millennials (Morgan 2016). 
In relation to leadership, one way in which companies can change their methods to suit the working expectations of Millennials could be to encourage “flexible scheduling, work-from-home policies and engaging office culture”, all of which are deemed to be attractive to this generation (CareerProfiles, 2019).
Expanding on this, the opportunity of mobility in the workplace is another global megatrend that affects and benefits both a company and its workforce, who are said to be more productive during hours that are not in a normal working day (ie. Before 9am or after 5pm). The opportunity for a workforce to participate in flexi-time has its benefits for both the employees and the employer, allowing workers to develop a better work-life balance and employers to reap the benefits of more satisfied employees (Yazdanifard, 2014).
By giving staff members the freedom of partaking in flexible working hours, employees are likely to be more satisfied in work as well as more committed, which may lead to them assisting with more innovative ideas (Newman, 2015).
Changing demographics is just another of the megatrends in this complex environment affecting the way in which leaders operate and encourage innovation. With the popularity of the gig economy growing by the day, millennials are motivated by working flexible hours and “being their own boss”, resulting in a more positive attitude and better innovative ideas than other generations (Bolwell, 2017). The rapid growth of both the generations and the complex environment is very challenging for leaders in an organisation as they have to adapt their way of leading based on changed rules surrounding “leading, organizing, motivating, managing and engaging the 21st- century workforce” (Thomas, 2017).
New behaviours across the globe are rapidly affecting the way in which businesses are sharing information, communicating and also teaching their staff. By allowing themselves to have a more public profile through social media and blogs, it can allow for the sharing of ideas around the world and encourage people to become more innovative with their ideas (Morgan, 2016).
With the 21st century being a period of huge technological advancements, it is vital that every business considers and attempts to develop their leaders to adapt and meet the new challenges that have been set by the introduction of these technological advancements such as artificial intelligence (AI) (DeRosa, 2019). 
“Artificial intelligence, or AI, is the field that studies the synthesis and analysis of computational agents that act intelligently.” (Poole and Mackworth, 2017).
Upskilling is becoming more popular in the 21st century due to the advancements on artificial intelligence (AI) due to the fact that machinery and robots are constantly growing. Robson (2018) argues that the presence of these robots and machines is petrifying with them growing stronger by the day.
With complexity growing in the VUCA environment and having an effect on all of the megatrends, a some argue that a business should be seen as a complex adaptive system, which is a “system with a network of many agents acting in parallel” (Chan, 2001, p.5)
Not entirely indifferent to the way in which the economy, the human brain or even a colony of ants functions, a business has an array of different sections (known as agents in a CAS), each of which relies on one another to ensure that the entire process runs smoothly.
Not only that, but it has also been suggested that the “changeable and diverse” nature of a complex adaptive system is “vitally important for the continuous evolution of the system and its ability to create something new” (Blomme, 2012, p.10). This can help organisations to continue to evolve and innovate throughout time.
[bookmark: _Toc34937900]Leadership Practices
[bookmark: _Toc34937901]Distributed Leadership
Distributed leadership has quickly become one of the most commonly used leadership model in the 21st century (Bush, 2013), placing importance on spreading authority across various departments and/or individuals.
“Distributed leadership is not something “done” by an individual “to” others, or a set of individual actions through which people contribute to a group or organisation… [it] is a group activity that works through and within relationships, rather than individual action” (Bennett et al., 2003).
With this type of leadership comes both advantages and disadvantages. For example, distributed leadership brings about interactions between different participants, with different skills and backgrounds, this will result in a solution that may not have been thought of with the use of an opposing leadership model (Gronn, 2002).
However, this style of leadership can result in a delay of decisions. This is because the more participants there are involved in making the decision, there is an increased risk of over analysing, leading to information becoming out of date before action is undertaken (Gosling et al., 2013).  
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Transformational leadership is a style of leadership which intends to create “valuable and positive changes in its followers” (Chou et al., 2013), while, according to Roberts (1985, p.1), “transformational leadership is defined as a leadership approach that causes change in individuals and social systems. In its ideal form, it creates valuable and positive change in the followers with the end goal of developing followers into leaders”.
There are various ways in which a transformational leadership style could play a part in encouraging and enhancing innovation within a workplace. A good transformational leader will go above and beyond discussing the performance agreements held within an employee’s contract, instead “actively engaging followers’ personal value systems” to make them feel as part of a team in which their contributions make a real difference (Jung et al., 2003 p.528).
Transformational leaders also rely on developing an understanding with their subordinates, encouraging them to buy into the organisation’s values and desired outcomes which, in turn, should improve their levels of performance and dedication (Jung et al., 2003 p.528).
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With the world continuously changing based on the megatrends, complexity and the advancements of technology, it is vital for leaders to be adaptable and be willing to upskill themselves in order to compete with this ever changing world. Two of the most important skills for the 21st century are emotional intelligence and networking. These two skills are important to improving innovation and will be discussed below.
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Emotional Intelligence (EI) can be defined as “a form of social intelligence that involves the ability to monitor one’s own and other’s feelings and emotions, to discriminate among them, and to use this information to guide one’s thinking and action” (Salovey & Mayer, 1990, p. 189). With the role of technology gaining advantages over humans by being programmed to complete the same jobs and the ever growing complex environment, it is inevitable there will be (to some extent) job losses. This will also bring about new leadership changes and responsibilities where the emotional intelligence of some employees will need the attention of their employers (Goleman, 1996; Nath, 2013).
The skill of emotional intelligence is seen to help leaders within a business to ensure they are acknowledging fellow colleagues’ needs and supports the business to ensure they are offering a motivational and developmental environment for their employees (Njoroge & Yazdanifard, 2014).
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Due to the growing complexity in the current environment, leaders are encouraged to find ways in which to improve, increase and manage your network is seen to be one of the vital skills to have (Clarke, 2013). However, the skill networking is also considered to be one of the most dreaded tasks to all that aspire to be a successful leader (Ibarra & Hunter, 2007).
Ibarra & Hunter (2007) also argue that upcoming leaders will need to use networking strategically to gain an advantage while ensuring the networks interlink with organisational boundaries. In such a tough environment, it is very important that leaders come to terms with the fact that this new role requires them to be constantly networking in order to see an improvement with their performance as a leader (Ibarra & Hunter, 2007).
Networking can be used to everyone’s advantage. It is not essential to network with everyone you see, however it is important to analyse what that person can bring to your career and what you can bring to theirs (Cole, 2019). 
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In conclusion, it is vital that leaders within a business are aware of and are continuously adapting to the ever changing world if they wish for their business to achieve continued success.
Among the global megatrends, it is clear to see that globalisation has a tremendous impact on how businesses operate and not only encourages innovation, but makes it a necessity if they wish to remain competitive. As well as innovating with their products and services, it is also important that businesses are constantly evolving with new ways of working and engaging their staff, as different generations (first millennials and now gen z) have different expectations, such as flexible working hours.
With the global megatrends and the VUCA environment playing such a large part in the way organisations operate it can bring about many difficulties with the changing of leadership styles as well as ensuring the business is emotionally intelligent and networking constantly.
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One way in which the business can develop ideas to provide a solution to their problems is with the design thinking process. This process is made up of five sections which are all used as part of a problem solving activity. The five stages are empathise, define, ideate, prototype and test (Siang, 2020). This will allow the business to create a solution to a problem and then trial it to see if it is successful before rolling it out to the whole organisation.
With networking being such an important aspect of improving innovation, there is one recommendation that will be provided. The reason for this recommendation comes from the idea of micro experiments where a business can trial an idea before rolling it out to the whole workforce. For the business to see an improvement in network and innovation, they could offer a coffee morning to a different selection of employees per week. By selecting a variety of people from the organisation per week it encourages networking as employee have to engage with people they would not normally talk to.
This recommendation is based on the nudge theory which is where small actions affect behaviours, encouraging better decision making (Burt, 2019). The coffee morning will take place every Friday morning in the canteen with a member of each department being chosen at random to attend. By making this change, the business will reap the rewards at a small cost of supplying the tea, coffee and biscuits in return for greater innovation and confidence when networking.
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