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2. [bookmark: _Toc496043657]eXECUTIVE sUMMARY

This report aims to help an international technology company that wishes to understand more about the leadership approach required to deliver its strategy to become the world leader in innovation and excellence in the sector. The report first outlines the need to do this, given that the company aims to be an innovative pioneer in their field. It then goes on to show the potential obstacles and challenges the organisation will face. These come in the form of VUCA and how it can affect a business, the fact that the 21st century has made the industry more complex than ever for organisations to navigate, the few key megatrends that will be prevalent in this modern world, and finally the complex adaptive systems and theories such as Snowden’s Cynefin framework. 
The second part of the report looks at the various leadership approaches that could benefit the organisation, two of which were explained in more detail; Distributed Leadership and Servant Leadership. The report finds the positives and negatives of the approached and explains how using one would likely impact the organisation, focusing more so on how it could improve the company’s innovation. Next, the report looks at a few key leadership skills that are essential to foster innovation, the two are Emotional Intelligence and Learning Agility. The report shows the importance of both and how they can make someone a more effective leader and improve innovation.
[bookmark: _GoBack]The report concludes by summarising the findings throughout and the importance of having these skills for the 21st century workplace. The report ends by recommending a mini experiment using nudge theory to help staff members better understand customer needs and improve innovation.
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3. [bookmark: _Toc496043658]Introduction

We currently live in a world that for businesses and its leaders, is more volatile than ever. This means the environment in which they operate is more susceptible to change, making leadership within an organisation harder than ever. There are 4 key issues impacting leadership, Complexity, VUCA, Megatrends and Complex Adaptive Systems.
VUCA is an acronym that stands for Volatility, Uncertainty, Complexity and Ambiguity (Bennet and Lemoine, 2014). VUCA is applied to explain how the business world is constantly changing and is also used for situations that are considered to be complex.
The problems surrounding complexity are becoming more prevalent due to rapid social, economic and technological shifts currently taking place in the business world, resulting in higher levels of instability (Uhl-Bien, et al., 2007).
Complexity can also be brought about by Megatrends such as technology, demographics and globalisation (CIPD, 2013). Each megatrend has an effect on leadership within an organisation (Morgan, 2016). Megatrends are defined as the five global shifts reshaping the world we live in (PwC, 2020).
In a Complex Adaptive Systems, leaders have to deal with rapidly emerging circumstances, whilst dealing with the pressure to do more with less (Goh, 2018; Centre for Creative Leadership, 2018). 
In light of the information above, it is important now that the report seeks to achieve a solution as to how an international technology company such as the one the consultant is working with, can understand more about contemporary leadership approaches to render them a world leader in innovation within this sector. This must also be done alongside understanding the four key themes mentioned above, VUCA, Megatrends, CAS and Complexity. By doing so, we can then address the key question as to how leadership can be improved in a complex, VUCA world, improving areas such as performance, adaptation and innovation. Leadership is defined as “a process whereby an individual influences a group of individuals to achieve a common goal” (Northouse, 2018).

4. Main Body and literature review
4.1 vuca & megatrends

In order for the company to achieve their aim of becoming a market leader in innovation through an effective leadership strategy, they must first know the environment in which they are operating and the external and internal context that makes good leadership so important. In terms of external factors that influence the organisation, these come in the form of VUCA and Megatrends and are key as to how an organisation performs in the 21st century. These can also affect how innovative a company can be. VUCA is a concept that is crucial to any business in this modern business world as touched upon in the introduction. Businesses can be subjected to unpredictable events external to the organisation, both positive and negative, but one thing that is guaranteed is that it makes it harder for businesses to predict the future and makes leadership much harder (Giles, 2018). An organisation such as the one in this report must do what they can to prepare for complex problems and situations that are considered to be ‘VUCA’ in order to be innovative and continue to improve as a business. Although like most business leaders, the ones in question will acknowledge that they live in a ‘VUCA’ environment, they do not know how best to deal with it and adapt to the complexity it brings (Kovacs & Corrie, 2017). Many leaders see VUCA as both an outcome of disruptive innovation and a driver of innovation and it is important that the organisation does not use it as an excuse for poor planning and instead takes advantage of it (Millar et al, 2018).  
Another external factor that can affect innovation and leadership within an organisation is the concept of Megatrends, which are becoming more prevalent than ever. A megatrend is thought of as an important shift or major movement that effects the progress of society (Lexico, 2020). A report in Deloitte mentions how there are currently 35 drivers of change which underpin the future of our world and determine why we have to adapt and to what extent (Klein et al, 2017).The 35 drivers are separated in to 5 categories; society, technology, environment, economy and politics (Klein et al, 2017, p.9). However, despite the various specific megatrends that could affect an organisation, some of the more relevant ones are technological advances, demographics and social change, rapid urbanisation, climate change and shifting economic power. All of these can affect how an organisations leaders operate and how they can be innovative. The first megatrend affecting organisations is technology, bringing about a new age of digitalisation and a new found need to keep up with the ever-evolving environment they operate in. It is important that organisations adopt to this change, as a company that is described as a ‘digital pioneer’ (defined as the top 25% of companies with strong digital leadership) financially outperform other companies who are less prepared by 50% (Williams, 2020). It is also increasingly important that leaders understand the impact of technological advancements on the business in order to stay competitive and adapt their leadership styles appropriately. 
Another megatrend that is considered to have an impact on an organisations leadership and innovation is demographic and social change. It is no secret that the current world of work is evolving at a rapid rate, with a constantly adapting reliance on technology in our everyday lives and jobs. Despite this, we have an ageing population, due to a slowdown in fertility meaning that by 2050 the number of persons aged 60 or over is meant to more than double, meaning that in Europe alone over 60’s will make up around 34% of the workforce (UN Population Division, 2015). This alongside longer life expectancy means that the older generations will have to adapt to the new world of work, but this is easier said than done. It is widely regarded that older generations are considered to be more stuck in their ways and resist change, making innovation for companies very difficult. A study in the Harvard Business Review states that older generations typically lack the enthusiasm for innovation and become less forward-looking due to their desire for security in their jobs (Irmen & Litina, 2017). This is where it becomes crucial that an organisations hierarchy pick the most effective leadership style, in order to minimise resistance from the older generations such as Baby Boomers born roughly between 1944-1964 (Kasasa, 2019). 
The third megatrend that is affecting innovation and leadership is the rapid rise of globalisation. Globalisation as defined by the World Health Organisation, is an increased interconnectedness of countries from across the world, leading to faster flows of goods, services, finances, people and ideas (WHO, 2020). In terms of innovation, globalisation would have a suspected positive effect on it, as being able to tap in on other countries resources, people and ideas can only help in broadening the company’s innovative capacity. Globalisation evolving in this way will lead to countries entering a system described as ‘multipolar’ with increased connectivity across countries on all continents (YPO, 2020; YPO, 2019). Finally, rapid urbanisation within the countries the organisation operates in will affect their innovation. When connected to another key megatrend of climate change, it is common to assume that urbanisation can negatively affect the environment, however if done properly this can be the opposite. One point is that increased urbanisation can help drive innovation for green technologies, as resources become easier to require in an urban environment (Wan, 2012). Urban productivity is also 5.5 times higher than rural productivity, effectively using fewer resources with the same overall output and reducing the carbon footprint. It is important that leaders of the organisation have a strong leadership style to counter the huge challenges urbanisation could bring. However, if done well urbanisation can help the cities in which the business will operate and improve innovation. Taking advantage of this can help to grow the business in a sustainable way (Forrest, 2018). An organisation must be fully prepared both for a VUCA environment and the challenges brought by these megatrends. If the organisation can choose a leadership style that is best for them it will give them the best chance to become a market leader in innovation in a business world that is highly complex in nature. 
4.2 CAS & Complexity

As mentioned, the business world in this modern age has made it extremely complex in nature, making it harder than ever before to make leadership decisions that will benefit the organisation. Due to the rise of technology, becoming innovative is more accessible to those leaders who think ahead, however the challenge then becomes dealing with the constant movement of what is expected by consumers and trying to keep up with the constant evolution of technology. The report has already touched upon the difficulties of operating in a VUCA world, standing for Volatility, Uncertainty, Complexity and Ambiguity. Although all areas are key to a business, Complex situations occur when you know little about the situation but where you can somewhat accurately predict the outcome of your actions (Bennett and Lemoine, 2014). The idea of complexity and the theory behind it show the importance of strong leadership, as common leadership practices that may work well in some circumstances but may fail in others depending on multiple factors. It is important that leaders understand that circumstances are subject to change and the more complex they become, the more likely they are to fail (Snowden & Boone, 2007). In relation to the organisation this report is based on, as they are an international technology company, there will be extremely high levels of complexity that occur on a daily basis, meaning it is down to their managers to deal with this effectively if they are to become market leaders for innovation in that field. One system that has been designed to combat dealing with complex situations is the Cynefin framework. 
[image: ]
Figure 2-1 Lynch (2019) What is Cynefin Framework?

Above shows a diagram of the Cynefin Framework initially created in 1999 by Dave Snowden. Despite the model first being introduced over 20 years ago, it has been worked on throughout the years and is still widely used in many industries. The Cynefin framework allows a company to input a scenario which they may feel is complex but do not know to what extent. Once they have implemented the problem, they can categorise it in to being either Complex, Complicated, Chaotic or Obvious. When a problem is considered to be Complex as shown in the diagram above, the relationship between cause and effect are only obvious when looking back in hindsight, with unpredictable, emergent outcomes (Cognitive Edge, 2010). This is the category that would most apply to this organisation due to them being an international technology company with the emerging problem of finding a leadership strategy that enhances their innovation. It is not uncommon to assume that complexity is purely negative for a business and its leaders (Dyson et al., 2007; Hammer et al., 2012) however, making sense of why and how a situation is complex can greatly benefit an organisation. Alongside complexity is the theory of Complex Adaptive Systems or CAS. Complex Adaptive Systems as described by McDaniel are characterized by: ‘diverse agents that learn, that interact with each other in non linear ways, self-organise, have emergent properties and co-evolve with the environment’ (McDaniel, 2007). This can also be used alongside the Design Thinking process to come to solutions on how to deal with problems. The Design Thinking method is broken in to 5 key areas; emphasize, define, ideate, prototype, test. Although it is broken down in to a sequence, the steps may overlap or loop as going ahead to one stage may give you more information for the previous one (Stevens, 2019). One benefit of design thinking is that it allows businesses to be innovative and effectively problem solve, which is a key goal for the organisation in question throughout this report. Below is a diagram of how a design thinking model would look in practice. 
[image: The 5 steps in the Design Thinking process] 
Figure 2-2 Stevens (2019) The Key Principles and Steps of The Design Thinking Process.



3.3         LEADERSHIP APPROACHES

Now that the above section in the report has examined the potential obstacles an organisation will have to face in becoming a market leader and a pioneer in innovation, the report will now look to find leadership approaches that can help improve an organisation such as this one, looking at both the positives and negatives. As discussed, organisations are now having to operate in a VUCA world, one that is more complex than ever and because of this, leaders will have to decide whether the traditional management styles need to be tweaked or abolished altogether in favour of new approaches. An article within the World Economic Forum defines management as ‘the process of dealing with or controlling things or people’ (Chakhoyan, 2017). However, it is clear that in this complex business world it has become near impossible to control people and can become counterproductive. Instead, good leaders should be able to delegate effectively, compromise and understand that other people in this business can also help. This is a more effective way of leadership (Chakhoyan,2017; Aileron, 2011).
It is important that a leadership style is picked that can foster innovation but also navigate complexity effectively (Cameron & Green, 2017). One potential leadership approach the organisation could use is Distributed Leadership. This type of leadership removes the traditional structure of a chain of command, instead using all areas of the company and ‘pooling all the expertise available to the organisation’ (Hartley, 2010). In terms of innovation, this form of leadership is used effectively in many industries and has had a relatively good level of success. In the education industry, distributed leadership encourages innovation and drives performance adaption, allowing organisations to adapt to complexity. This is done through collective goal setting, instructional feedback, guided learning and trust filled relationships between staff and managers (Zuckerman, et al., 2018). Implementing Distribution Leadership can positively affect innovation, as it gives companies more options to look at when addressing a problem or when thinking of new ideas (Regoli, 2020). Distributed Leadership has fast become one of the most frequently used approaches to leadership in the 21st century (Bush, 2013) and could certainly help the organisation with innovation. 
Another leadership approach to consider is Servant Leadership. Servant Leadership was a concept first established by Robert Greenleaf in a 1970 essay “The Servant as Leader”. It can be defined as ‘the servant-leader is servant first, beginning with the natural feeling that one wants to serve, to serve first’ (Greenleaf, et al., 2002). Over the years the concept has been built on, with one theorist Larry Spears developing ten characteristics that define a good servant leader. These are; listening, empathy, healing, awareness, persuasion, conceptualisation, foresight, stewardship, commitment to growth and community building (Burkus, 2010). Due to the emphasis on listening to the workers, servant leadership could develop more innovative practices through the cumulation of ideas. However, it is thought that focusing too much on the needs of followers can damage the overall health of the organisation (Burkus, 2010).
A typically innovative leadership approach is very common in the tech industry. This approach is distinguished by a leader who is able to change the process when it is not going well. Leaders using this approach also have no patience for stagnation and if they feel it is not going well, they will take risks to find something that does (Rees, 2016). 

3.4        LEADERSHIP SKILLS THAT FOSTER INNOVATION     

It is important also to look at key leadership skills that will increase innovation for the organisation. One skill that is key for any 21st century leader is emotional intelligence. In an article on emotional intelligence, it is defined as ‘a form of social intelligence that involves the ability to monitor one’s own and others’ feelings and emotions, to discriminate among them, and to use this information to guide one’s thinking and action’ (Salovey & Mayer, 1990). Although work on Emotional Intelligence was started in 1990, it is still a highly prevalent skill today that is essential for good leaders, especially when trying to manage response to change in an organisation to become more innovative. This skill is supposedly crucial for nurturing success and innovation within a business, whilst also developing creativity from workers (Eby, 2016). Having a good understanding of emotional intelligence is crucial for any leader, as it will help them to guide their workers through what is typically a difficult time when going through change, to help them be more innovative. 
Another key skill leaders need is Learning Agility. This is one of the more crucial skills for the 21st century, as being learning agile will allow the company to navigate effectively through complexity, whilst also not dropping performance levels when attempting new ideas to improve innovation, in areas previously unexplored (WEF, 2018; Miller, 2019). When talking about learning agility, Alvin Toffler defined it as ‘the illiterate of the 21st century will not be those who cannot read and write, but those who cannot learn, unlearn, and relearn’ (Toffler, 1970). Although he wasn’t specifically talking about learning agility in this book, it is an accurate way of describing its meaning. An important step of being learning agile is seeing mistakes as learning opportunities. Doing so will encourage both leaders and their workers to continue looking to improve and find new ideas which will enhance innovation. It is important to realise that completing tasks perfectly first time is unlikely and to be truly innovative with new ideas, one must continue to attempt to push the boundaries (Zoe, 2019). It is also important that successful leaders have good communication and interpersonal skills, as well as the ability to motivate and be passionate about the task in front of them (Mallinger, 1998).





5. [bookmark: _Toc496043664]Conclusion

In conclusion, for the organisation in question it is clear to see they have a lot of obstacles to navigate if they are to achieve their goal in becoming market leaders and innovate successfully within the industry. It is crucial that they are fully aware of the complex business world they are living in and how to survive in this VUCA world. Also, the megatrends that are set to dominate the modern world in the 21st century must also be considered. The organisation must decide on what leadership approach best suits them based on the analysis given in part 3.3. The leaders within the organisation must also look to apply the skills mentioned such as emotional intelligence in order to properly motivate the workers and improve innovation. 

5.1 Recommendations

This report recommends that the organisation implements the change through nudge theory to help the organisation. Nudging works on the principle that small actions can have a substantial impact on the way people behave. Creating choice architectures for these actions that encourage, not enforce, people to make better decisions (Burt, 2019). The reports recommendation is that in order for employees to receive a small monthly bonus or potentially a non-financial reward such as vouchers, employees must complete a certain number of surveys with potential customers each week, potentially 10. This would be done to gauge what customers are looking for from technology companies and what sort of innovation would entice customers to purchase from there. This may be done by creating connections to customers or by using social media (Nesta, 2009). This experiment will not be compulsory, but employees will have to choose to opt out by meeting with their supervisor. The report recommends that it is conducted over a month initially with a bonus of around £100-200 to see how this would improve motivation. Collecting data in this way will again gather a wide range of opinions and give more potential options on how to improve innovation. 
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