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EXECUTIVE SUMMARY
The report elaborates on the three notable leadership theories and their impact on organisational development. The definitions of Theory X, Theory Y and Theory Z are also discussed in this particular study. On the other hand, the similarities and differences between the aforementioned theories are also evaluated. Leadership is a complex and multidimensional phenomenon that forms a major aspect of business management. Several theoretical approaches define the process of leadership in different ways. These approaches include trait theories, situational theories, behavioural theories, and transformational theories. This report has discussed the critical explanation of Theories X, Y and Z of Leadership and Situational or contingency leadership along with other associated aspects. Theories X, Y and Z have been widely used by organisations and have been quite beneficial for the organisations as well. However, there are also some disadvantages associated with the theories that need to be addressed cautiously by the leaders. This report further examined that the application of Ouchi's leadership theory is best suited for driving a good organisational culture and productivity at the workplace. It is further recommended, that the leaders should prioritise empowering employees and create and uphold standard operating processes to drive high productivity.
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[bookmark: _Toc171779321]1. “Introduction”
[bookmark: _ncg5qq31men6][bookmark: _Toc171779322]1.1 “Introduce the concept of leadership, define and contrast with management”
Leadership is a complex and multidimensional phenomenon that forms a major aspect of business management. Leadership is a concept that is based on generating captivating and confusing debate as it is a complex process that is based on the ways through which leaders undergo the business process (Benmira and Agboola, 2021). Both leadership and management are concerned with developing better work processes. However, there are several differences between the two concepts. Management is mainly associated with operational aspects whereas leadership is associated with emotional and motivational aspects (Asana, 2024). Thus, both aspects work in combination for an efficient work process. Management is associated with the administration department through relevant interpersonal skills and decision-making processes. On the other hand, leadership might contribute to administration but it is not fully involved in the administration process. Motivating the employees, problem-solving and decision-making are some of the major functions of both leaders and managers (CFI, 2024). These concepts are based on the interpersonal skills that a leader and manager must possess. 
[bookmark: _6rtlgk7w0no3][bookmark: _Toc171779323]1.2 “Introduce the different theoretical approaches”
Several theoretical approaches define the process of leadership in different ways. The theories are used by the leaders as per the business aspects and the requirements. These approaches include trait theories, situational theories, behavioural theories, and transformational theories. Trait theory indicates that leadership includes the fact that the quality of extraordinary persons cannot be imitated as it is based on several traits. The behavioural theory of leadership indicates that the behaviours of leaders are the characteristics that distinguish them from others. Situational leadership is based on the fact that leaders are required to change their directness and supportiveness towards the employees based on the given situation and level of motivation of the employees (Deshwal and Ali, 2020). In transformational leadership, there is an idealised influence of leaders and they provide challenging tasks to the employees to motivate them and improve their performance (Deshwal and Ali, 2020). Trait and behavioural theories of leadership have different concepts; however, both are similar in the fact that they are based on the traits and behaviour of the leaders. This is because traits also identify the behaviour of the person. Similarly, both situational and transformational theories are used based on some relevant situations (Chron, 2020). Hence, the theories share several similarities and differences based on their tasks and relationships. 
[bookmark: _c1nkr1rqdu8h][bookmark: _Toc171779324]1.3 “Description of the Report Context”
This report will focus on the critical explanation of the Theories X, Y and Z of Leadership, and a comparison between the leadership approaches. Evaluation of the theoretical approaches has also been done and the best theory among the given theories has been mentioned considering the role of culture and personal differences. Furthermore, Situational or contingency leadership have been discussed. Moreover, the report also includes an overview of the current and recent issues that have impacted UK business along with relevant examples. 
[bookmark: _aaccjnvjdo6h][bookmark: _Toc171779325]2. “A critical explanation of Theories X, Y and Z of Leadership”  
[bookmark: _cyar7uh6r4xg][bookmark: _Toc171779326]2.1 “Definition and description of the theories”
Theory X is the relevant leadership and management style, which assumes that typical employees have little ambition and avoid responsibility. However, they are individual goal-oriented people. As deduced by Northouse (2021), Team diversity and team leadership are the two most relevant and important factors for the further betterment of the organisation. It can be said that Theory X follows the authoritarian style, where managers of the organisation actively intervene and properly micromanage the employees. It can be said that this particular theory stands when the employees need external motivation from the managers to conduct the work. The reason behind using Theory X is to supervise the needs and the performance of the employees closely to ensure productivity. The managers, who follow this theory, motivate the employees to enhance their performance by motivating and fulfilling all their needs. For example, the famous drink and beverage company Coca-Cola follows the Theory X Leadership Approach as the management of the company makes the decision-making process centralised (Ikebujo et al., 2023). By using this autocratic approach, the organisation scrutinises every employee closely to enhance their performance and productivity. 
“Theory Y Leadership” is another management style or notable leadership theory, which predicts that employees of the organisation are encouraged by more than economic awards. Therefore, Theory Y prioritises the collaborative and participative leadership style, which enhances employee engagement in the decision-making process and also provides opportunities for individual growth. The manager of the company, who has an optimistic view of the employees and also has a decentralised management style, follows this leadership theory. When the organisation needs to maintain a trust-based and collaborative relationship with the employees for further development, then the managers of the firm follow this theory. As suggested by  Gentsoudi (2022), Theory Y is considered the democratic theory, which is used for the further development of the effectiveness and satisfaction of the employees in the workplace environment. Another major reason behind using this theory is to empower the employees to uplift their growth and potential. For example, tyre manufacturing SMEs follow this leadership theory or style for the further enhancement of employee motivation and satisfaction for further betterment (Qingfu et al. 2022). 
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Figure 1: Theory X and Theory Y 
(Source: Refer to Lecture Material)
Theory Z prioritises the significance of the effective lenient relationship among leaders and the employees and it also defines that the workers of the company are motivated by the strong relationship with the firm. This approach is an effective mixture of the ‘American and Japanese’ philosophies. The managers of the organisation follow the leadership style during the promotion of teamwork, transparency, trust and conducting a collective decision-making process. As opined by Singh et al. (2023), the leadership manages the efficiency of the organisation and also helps to use the relevant resources for the further betterment of the brand reputation. It can be said that to enhance the firm’s productivity and satisfy and motivate the employees to enhance their performance, the hierarchy of the organisation uses this particular leadership style. For example, the Japanese multinational organisation Toyota follows this aforementioned principle for the further betterment of productivity (Potsangbam, 2023). 
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Figure 2: Characteristics of the Manager, who follow Theory Z 
(Source: Refer to Lecture Material)
[bookmark: _347q8yhx25jn][bookmark: _Toc171779327]2.2 “Comparison between the X, Y and Z leadership approaches”
In the business context, concerning leadership in the workplace, Theory X shows high reliance on an authoritarian style of management, while Theory Y prioritises expressing a participative style of management and Theory Z focuses on blending the best of Western and Eastern management practices (Georgescu, 2021). Further, following Theory X of leadership, the management is found to be held responsible for assembling all factors of production through people, equipment, materials and money. However, in Theory Y of leadership, the management involves employees in self-directing and self-control to keep them committed to business objectives. On the other side, Bergquist (2021), opinionated that while applying Theory Z of leadership, the management focuses on job rotations as well as continual training as a strategic means of raising the knowledge base of employees concerning the organisation and its processes. Hence, different theories prefer focusing on different aspects and delivering different business objectives and goals. 
From the viewpoint of Górecki et al. (2022), while abiding by Theory X of leadership, the management requires intervening to keep the employees working extensively towards the economic ends. The employees are persuaded, motivated, rewarded, controlled and punished for getting work completed. However, in Theory Y of leadership, the employees are found to experience a relatively high level of creativity and imagination while involved in resolving complex organisational issues. Contrarily, Johnson et al. (2023), stated that the rationality for Theory Z of leadership for drawn out time frame has been such that it helps in developing a highly dedicated, permanent and loyal workforce which is beneficial for the organisation and the workforce and meanwhile provides the chance of fully developing their careers at the organisation. On the other hand, it is also observed that the application of Theory X defines the strict, autocratic, controls, rewards and punishment for further achieving the outcomes whereas Theory Y defines the participative, benevolent and self-believe attitude among the managers for the further betterment of the organisation with high precision. 
Though, the aforementioned three theories Theories X, Y and Z have most of the differences, but these theories also have some similarities, which can also be demonstrated in this study. Furthermore, Theory X and Theory Y are invented by the same person, McGregor (Touma, 2021). Therefore, these three theories are followed by the managers or the hierarchy of the organisation. The common purpose of the aforementioned three theories is to enhance the motivation of the employees to increase the profit and the productivity of the brand and the employee performances. The major aim of these three aforementioned leadership styles is to fulfil the organisational objective for the further development of the organisational profit. On the other hand, both the aforementioned theories focus on the motivation and satisfaction of the employees for the further enhancement of profitability. Therefore, the managers of Theory Y and Theory Z want to enhance the engagement of the employees during making the relevant decisions. 
[bookmark: _yob1e9ktk1yb][bookmark: _Toc171779328]2.3 “Real-life/practical examples to show the possible advantages and disadvantages of these styles for a small business”
Theory X is an authoritative management style, whereas, theory is a participative management style. Small businesses can get advantages from these theories in different ways. Theory can help businesses in micromanaging whereas theory Y can help in creating a more collaborative and decentralised workplace (Business News Daily, 2023). For example, Mo who is a production manager in a company has practised theory X and has included motivating the staff members through rewards. However, the presence of only short-term rewards in one of the projects has resulted in demotivation among the employees (TSW, 2021). In this regard, theory Y is used for handling the demotivation developed among the employees. Another example of the business setting where Theory Y has been used involves the case of Kalani who is a nursery manager in a childminding setting. During the learning week, the workers developed self-motivated learning (TSW, 2021). This indicates that they have participated appropriately and this theory has proved to be beneficial for the business. 
The theories X and Y have proved to be beneficial for organisations in several ways. However, there are also several disadvantages associated with the theories. The success is attributed only to the leaders practising theory X which creates a gap between the leader and his or her team. Also, sometimes disappointment might arise among the employees as has been seen in the example of Mo. However, using theory Y can also not be favourable in all situations. This is because quick decision-making is difficult while practising this theory (IRGST, 2024). Hence, the theories can be used in combination by small businesses for better results and an enhanced level of performance in an appropriate manner. 
Theory Z of leadership is mainly based on human motivation concerning organisational behaviour, communication, and development. The theory focuses on providing stable jobs and maintaining employee well-being ultimately helping to improve employee loyalty as well (Technofunc, 2023). The companies that use job rotation mainly employ theory Z of leadership. It helps in creating a collaborative relationship among the team members (Chron, 2019). This is among the most beneficial theories of leadership that follow an employee-oriented approach. However, some disadvantages are associated with this leadership approach including lack of knowledge or incompetence of the employees in some cases that can affect the whole decision-making process of the business. Hence, theory Z should also be used with proper knowledge and competence to avoid associated issues. 
Thus, it can be inferred that all the above-mentioned leadership approaches are quite beneficial for small businesses, however, some shortcomings are also there that are related to the use of these leadership approaches that must be considered and overcome efficiently so that the businesses can grow, develop, and perform efficiently. 
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Figure 3: X and Y Theories of Leadership
(Source: IRGST, 2024) 
[bookmark: _y9vcy8q36tbg][bookmark: _Toc171779329]2.4 “Evaluation of the theoretical approaches and the best theory among the given theories considering the role of culture and personal differences”
While considering the role of culture and personal differences, it seems best suitable to apply Theory Z of leadership which focuses on the vitality of creating a strong organisational culture as well as fostering employee loyalty. In the opinion of Okochi and Ateke (2020), Theory Z managers are involved in believing that employees can and prefer putting in the best possible performance provided the essential conditions are ensured by the management. It can be further implied that the application of this leadership theory emphasises advocating for a participative management style, which focuses on integrating the best aspects of both Theory Y and Theory X (Anastasopoulos, 2024). Moreover, it greatly focuses on long-term employment, a consensus decision-making process and even a holistic strategy for employee development. 
A significant generational change in the workplace has been underway as it is witnessed by a profound number of millennials and Gen Z taking centre stage. In fact, the values and ethics of the younger generations have been profoundly influencing the trajectory of the organisational culture and in such a stance in case companies prefer enduring competitively, the management is expected to stay attuned to the values of the millennial and Gen Z in the workforce (Arandia, 2024). In the modern era, millennial individuals are aggressively striving to gain a meaningful life in which work is performed temporarily whereby serving less the livelihood than the purpose of personal development. Theory Z of leadership suits best as it provides the employees with a high level of trust and autonomy to make decisions, which are in the best interests of the organisation. To ensure an effective work culture, the managers prioritise creating an environment in which the employees feel like they are an important part of the community and focus on long-term relations instead of short-term goals. 
The application of They Z of leadership can be best identified in the case of Tesco. The team-oriented culture in Tesco is found to be extensively engrossed in terms of fostering innovation, empowerment and personal growth which in turn drives the sincere desire among the employees to serve clients with meaningful solutions as well as quality products. The Employee Appreciation Committee in Tesco has been extensively involved in the welfare of Tesco personnel (Tescocontrols, 2024). Furthermore, the application of Ouchi’s leadership approach is further acknowledged by employees being kept updated on corporate direction as well as finances at frequent Tesco Talk Line meetings. The workplace culture is further enhanced by the celebration of anniversaries and birthdays with gusto. In addition, the committee constantly provides numerous recreational, family-oriented and team-building events throughout the entire year apart from endorsing an inclusive culture with surprising ice cream socials, mobile food trucks and coffee bars. It can be implied that following Ouchi’s theory of leadership Tesco is prioritising the idea that people are most likely to follow through on decisions that they have had a hand in making. Hence, it implies that Tesco has been the epitome of the Theory Z leadership approach. 
[bookmark: _4h6vun1rxs8n][bookmark: _Toc171779330]3. “Situational or contingency leadership”
[bookmark: _krtuhhjyw9ry][bookmark: _Toc171779331]3.1 “Contingency approaches to leadership”
As suggested by Deshwal and Ali (2020), the contingency theory of leadership focuses on the effectiveness of leaders which is contingent on whether or not their leadership style is suitable for the specific circumstances. As per this theory, it can be depicted that the individual can be quite an effective leader in one specific situation and an ineffective leader in the other one. Therefore, it can be stated that a contingency leadership theory is the effective practice of leadership which believes that there is no single robust way to structure the firm (Refer to bibliography 1). On the other hand, as per the views of Yukl (2011), it has been observed that the contingency theory of leadership has the ability that it can hold at least one variable along with the dependent variable along with the situational leadership. Also, as supported by Shala et al. (2021), it has been observed that the contingency theory of leadership focuses on the effective connection between situational circumstances and transformational leadership effectiveness. Acknowledging this context, it can be depicted that transformational leaders can use a contingency approach of leadership in their leadership style which provides the opportunity to make the decision as per the situation demands which helps to increase productivity and performance in an efficient manner. 
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Figure 4: Contingency approaches for leadership 
(Source: Refer to bibliography 1)
[bookmark: _koi78de8v4ho][bookmark: _Toc171779332]3.2 “Current and recent issues that have impacted UK business”
Cyber-attacks: In this context, it can be stated that in this current era, cyber-attack is one of the major concerns for small businesses in the UK and it has a significant impact on the entire operational activity of the business. For instance, more than 560,000 new cyber threats are explored on a daily basis and 81% of UK small to medium businesses experienced a Cyber Security Attack in their business (Twenty-four, 2024). Apart from this, it has been identified that in the fiscal year 2024, more than 21% of the UK business firms in the UK stated that they experienced a data breach accident once a month (Statista, 2024). Apart from this, it has been found that in the fiscal year 2022, the cybercrime cost UK Businesses on average stood at £4,200 which reflects the total costs of cybercrime to the economy of the UK stood at £27 billion per annum (Twenty-four, 2024). On a similar note, it has been found that in the fiscal year 2023, more than 26% of medium businesses along with 12% of small businesses in the UK faced cybercrime which decreased the performance of the firm in a significant way (Statista, 2023).    
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Figure 5: Frequency of data breach incidents among businesses in the United Kingdom 
(Source: Statista, 2024)
AI technology: In this case, it can be depicted that technology plays an essential role in the business which provides the opportunity to the firm to increase their productivity and complete tasks in a short period of time. Therefore, it has been identified that almost 15% of UK businesses use at least one AI technology in their business which helps to boost the production rate of the company as well (Refer to the bibliography 2). Based on the utilisation of AI technology, the management team of the firm get the opportunity to increase their production rate and boost the performance of the firm. Hence, the AI technology market in the UK reached more than £16.8 billion and almost one in six UK organisations which represent 432,000 firms use AI technology in the business (Forbes, 2024). On a similar note, 33% of medium-sized firms along with 15% of small firms utilise AI technology in their business which increases the productivity of the firm as well (Forbes, 2024). Acknowledging the entire context, it can be depicted that the government of the UK allocated more than £2.3 billion for integration of the AI technology in the business (Forbes, 2024). In addition, based on the AI technology, the management team of the firm get the opportunity to analyse the market trends and make changes in the organisational operational activity which helps to boost the performance by increasing productivity rate as well.      
[bookmark: _Toc171779333]3.3 “An example relevant to small businesses in the UK”
Contingency leadership is followed in various aspects of the organisations. For example, the real-time experience of the organisations, it can be seen that the organisations have undertaken the feedback facilities in the organisation for improving the organisational activities. For instance, Tesco, the famous retailer in the UK has adopted the 360-feedback facility in the organisation by considering the culture in the organisation and maintaining a conversational style in the organisation (Etsplc, 2024). This feedback facility in the organisation is quick and simple and this can help in managing the viewpoints of the employees and the customers as well. The 360-degree feedback process helps highlight the strengths and at the same time helps in setting up personal development plans for the organisation (Etsplc, 2024). Thus, in this context, it can be stated that Tesco has adopted the feedback process as a part of the contingency leadership.
On the other hand, it can be seen that the delegation of work can be considered as an important tool for managing the business operations. From the company website of ASDA, it can be seen that this organisation or the management team of the organisation delegates the organisational work among the subordinates (ASDA, 2024). This delegation of activities among the people in the organisation can help in meeting the deadlines for the assignments and completing the jobs in the stipulated time. In addition, delegation of work among the team members can help in lowering the stress on the employees and at the same time help in an easy meeting of the organisational objectives (ASDA, 2024). Therefore, from this, it can be seen that delegating the work among the employees or the subordinates provides scope for group discussion which can help in making effective decisions to overcome the issues faced by the organisation. 
[bookmark: _9nk5d0jhctri][bookmark: _Toc171779334]4. “Conclusion”
Recommendation 1: Create a loop of honest feedback in the workplace
The leader in modern workplaces requires taking the responsibility of helping employees grow through learning and in this respect providing honest feedback in a constructive and helpful way contributes appreciably. For instance, inspiring independent thinking through effective feedback promotes diversity of thoughts (Culturepartners, 2020.). This indicates to employees that while they put in effort even in case, they make mistakes, their leaders would provide them with the essential feedback they need to continue to improve. 
Recommendation 2: Creation and upholding of clear standard operating processes
To thrive competently in the dynamic and competitive business environment, it is crucial for leaders to have and actively use standard operating procedures. It is unveiled from the study of McKinsey and Company that organisations that embrace process standardisation with the perfect mix of flexibility and constancy could reap benefits such as reduction of errors and enhanced productivity (Adams, 2024). In addition, this may involve continuous scope for growth, training sessions and professional development 
Conclusion:
While drawing the inferences, it is worth mentioning that for UK-based organisations, the application of Theories X, Y and Z holds much significance. However, the best possible approach is the Theory Z leadership, which appreciably contributes to reduced employee turnover, improved level of morale, increased commitment, drastic upsurge in productivity and improved job satisfaction. Further, the application of Ouchi’s leadership theory has been helpful for people in maintaining the work-life balance and they prioritise valuing a working environment in which aspects like culture, family and traditions are regarded to be as crucial as the work itself to ensure high cohesion. 
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