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[bookmark: _Toc25505978]Executive Summary
The 21st century was called the VUCA world because of its volatility, uncertainty, complexity and ambiguity. Likewise, there are massive megatrends influencing the world development, also impact on the leadership approaches, as the traditional fixed leadership paradigm (treating organisation like a machine), appearing rigid in the flexible and complex 21st century, and the innovation capacity has also become the primary driving force. Hence, under the context of the VUCA environment, leaders are required to master the ability to develop organizational innovation in a complex adaptive system.

The conclusions drawn through analysis is that the 21st century approach to leadership should be authentic, ethical and moral in order to set the direction for employees to follow, and to create a psychological safety environment for employees to feel that risky innovation is allowed. Overall, there are two practices for leaders to foster innovation environment, that is, helping employees to develop deep, open and diverse relationships; and advocating the process of design thinking within the organisation when employees facing new situations.

Eventually, the recommendations are:
· Improving the meeting atmosphere
· Designing a warmer office environment
· Flexible holiday arrangements
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[bookmark: _Toc1329726493]1.0 Introduction
Leadership can be explained as ‘a process whereby individual influences a group of individuals to achieve a common goal’ (Northouse, 2016). According to Kotter (1990), the activities of leadership produce change and movement, through establishing direction, aligning employees and giving inspiring.

The VUCA world (Volatile, Uncertain, Complex and Ambiguous) is full of unpredictability and constantly changing; the most changes can be described by the term of ‘megatrends’, i.e., globalisation, demographic shifts, technology, urbanisation and environmental crisis. (Elkington et al., 2017; Beaston, 2019).

It is these volatile economic and technological factors which cause an increase in the dynamics of social stability (Uhl-Ben et al., 2007) and require the organisation to acquire an appropriate leadership paradigm and skills in order to move with the times. Complexity science provides a new perspective for managers that contemporary organisations should not be treated like machines, but as complex adaptive systems with uncertainty (Beinhocker, 2006) and proposes that leadership is a more complex state of interaction that produces adaptive results (Uhl-Bien, Marion and Mckelvey, 2007). Consequently, suggestions based on complexity theory for a leadership revolution are that organisations should raise the level of internal complexity to the same level as the environment so that they can adapt to the complexity of the environment and keep continue to innovate (Stacey, 2004; Uhl-Bien, et al., 2007; Boisot and Mckelvey, 2011).

The purpose of the report is to identify complexity within the contemporary leadership context and introduces the approaches and application of the new paradigm. Therefore, primarily, this report will analyse the external environment faced by organisations and the causes of the change of leadership context from the organisational consultants of a technology company. After that, based on the results of the analysis, the leadership paradigm most appropriated to the 21st century and leadership practices that promote innovation will be illustrated, and the specific practical recommendation will be described in the recommendation section.
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[bookmark: _Toc1998337169]2.0 Literature Review
[bookmark: _Toc1556043950]2.1 The Macro and Micro Environment
Nowadays, the 21st century has been defined as the volatile, uncertain, complex and ambiguous - VUCA world (Cousins, 2018; Letkova, 2018; Goh, 2018), with dramatic flux and unpredictability (Snowden and Boone, 2007; Ress et al., 2013; Gorsline, 2016). Meanwhile, there are five trends called megatrends that influence the VUCA world, reshaping the workforce and workplace (CIPD, 2013; 2014), in addition, driving the complexity in the world (Uhl-Bien and Arena, 2016). Like the statement by Beatson (2019) megatrends have made the most vocations more flexible that is hard to be defined, Bielauska (2018) also pointed out that the boundaries of the technology industry are difficult to identify as the most of new technologies span the industry boundaries of traditional subdivisions.

Megatrends not only have an impact on the macro environment but has led to increasing levels of turbulence, dynamism and complexity within micro environment - the context of leadership (Sobratee and Bodhanya, 2018; Hagen et al., 2011; Mobley & Dorfmann, 2003; Morse, 2007). The rapid changes of technology, society and economy are creating a greater complexity to the organisation (Uhl-Bien, et al., 2007; Elkington et al., 2017) pose great challenges to the organisation (CIPD, 2013). Therefore, they have to adapt to the changes and maintain innovation to keep pace with the trends (Marion and Uhl-Bien, 2011; WEF, 2019).

The concept of leadership has evolved disruptively (Uhl-Bien and Arena, 2017; Sobratee, 2018). In the 20th century, managers viewed the organisation as a productivity-based machine (Taylor, 1911; Morgan, 1997), hoping that employees would work like clockwork (Reuben & McDaniel, 2017), and all employees’ behaviour was predictable (Jackson, 2003). Moreover, organisations needed to pursue order by limiting creativity and innovation (Charalampos, Ronit and Olga, 2015).

However, an increasing number of scholars (Beinhocher, 2006; Uhl-Bien, Marion and McKelvey, 2007) have noticed that the organisation should be treated as a complex adaptive system (CAS) with a large number of interacting elements (Sinek, n.d.) because the leadership in the 21st has formed new competitive patterns in line with technology-driven, globalisation and deregulation (Halal and Taylor, 1999; Gupta, 2015; Jos, 2016) in the knowledge era. According to complexity science, the recommendation to address changes and upheavals in the VUCA world should to raise the complexity of an organisation to a level commensurate with the external environment (Ashby, 1960; Mckelvey and Boisot, 2003; Heugens & Lander, 2009). As supported by Reuben and McDaniel (2017), the contemporary managerial task can be summarised as improvisation[footnoteRef:0] (Brown & Eisenhardt, 1998), sensemaking[footnoteRef:1] (Anderson, Issel and McDaniel, 2003) and learning (McDaniel, Jordan and Fleeman, 2003, p.273), for the agents in contemporary systems are non-linearly interpenetrated (Cilliers, 2001; Uhl-Bien et al., 2007) and cooperation is in the form of distributed intelligence and cellular networks (Nonaka and Nishiguchi, 2001). Organisations, therefore, should master how to guide agents in dynamic network systems. [0:  Intuition guiding action in a spontaneous way.]  [1:  A diagnostic process directed at constructing plausible interpretations of ambiguous cues that are sufficient to sustain action.] 


The impact of megatrends means that the ability to innovation ability has becoming the crucial ability to respond to the changes and complexity in the macro-environment (Child, 1997; 2002; Teece, 2007; Horth, 2014; Baporikar, 2017) and create adding value for organisations (Slimane, 2015). Globalisation, for instance, which was caused by the development of the internet, has accelerated the trend of open innovation (Stopford, 2001; Cornish, 2004). Moreover, according to the Cynefin framework (1999), there are five dimensions for categorising the problems (Snowden, 1999. Refer to Appendix II). Boone and Snowden (2007) point out that the majority of problems within the organisation belong to the complex dimension since the external environment they face is intricate and unpredictable (CIPD, 2017), which means trying to command the behaviour of the employee in the contemporary organisation might be counterproductive (Chakhoyan, 2017; Kruger, 2017; Semler, 2019), and leaders should equip themselves with the capacity to foster the environment (Boone and Snowden, 2007; Marian and Uhl-Bien, 2011; Griffiths and Inman, 2016) so that organisations can create new ideas through their reaction when dealing with the complexity arising from the external environment (Lam, 2010; Horth and Buchner, 2014; Baporikar, 2014).

Therefore, in order to match the requirements of the VUCA world, the organisation should reorganise the leadership (Gronn, 2003; Roger, 2003), and consider utilising the features of CAS and applying them to the organisation (Reuben and McDaniel, 2007; Elkington and Booysen, 2015). Besides, it is necessary for leaders to understand how to stimulate innovation within the organisation (Jannika, 2014; Gorkan et al., 2018).

[bookmark: _Toc374814484]2.2 Leadership Approaches
Leadership approaches should be altered in the 21st century as the external environment becomes the VUCA world. Stephen Covey (1999) maintained the society is shifting from the industrial age to the knowledge era, Lamb (2013) supports this notion that megatrends are shaping the new human capital trends with de-industrialisation and the rise of the knowledge economy. Hence, leadership approaches for the 21st century should take into account several premises: a) the agents in the system are interacting with each other in a nonlinear way (Kauffman, 1995; McKelvey, 1999; Mainzer, 1996, p.272); b) the autocracy and hierarchy inefficiency (Chakhoyan, 2017); c) the unknowability within system is the fundamental of CAS, resulting in self-organisation (Kauffman, 1993; Nicolis & Prigogine, 1989), co-evolution (Kauffman, 1993) and emergence.

The following will illustrate two leadership approaches, and will compare both different kinds of approach to analyse the most suitable one for the 21st century to support leaders foster innovation in the CAS.

[bookmark: _Toc937495937]2.2.1 Intent-Based Leadership
Originally, Marquet (2015) proposed the intent-based leadership (IBL) because he observed that the subordinates were blindly following a wrong command, which mades Marquet realise that reasonable leadership should not require employees to execute instructions, but provide employees with the choice of whether to follow. Therefore, IBL is designed to establish an environment in which employees are able to express intentions and which help employees have a deep understanding of the organisational goal, that is, turning followers into leaders (Fernandez et al., 2017; Marquet, 2015; 2018).

An environment that allows employees to express ideas can help organisations stimulate a culture for innovation. As Newenham (2013) observed, the key to organizational innovation is to provide employees with space for creating, and Baer & Oldham (2006) and Yoshida et al. (2014) also argue that such an atmosphere created by the IBL could make employees realise that challenges and risk are acceptable in order to develop innovative solution within the organisation. Besides, another key factor for innovation is diversity (Baumgartner, 2010), and IBL could support organisations to obtain different perspective ideas from employees through empowerment and initiative (Marquet, 2013), likewise, participation and critical thinking would be encouraged when employees feel valued (Marquet, 2013; 2018; 2016; Larkin, 2017; Buckingham 2015).

Nevertheless, too much focus on diversity might become problematic. Generating too much opinion so that slow the project progress and it would be difficult for leaders to manage ongoing issues and ideas (Premuzic, 2017; Regoli, n.d.). Reynolds (2019) also found that diversification brings more perspectives along with more challenges of conflicts.

[bookmark: _Toc406695120]2.2.2 Transformational Leadership
The transformational leadership (TL) was developed by Burns in 1978 and he interpreted it as a process by which leaders inspire employees to reform through attracting and influencing the moral values of followers (Bass, 1985; Avolio et al., 1991; Bass & Avolio, 1990; Bass et al., 1999; Copeland, 2014; Sarkar, 2016). Hence, a transformational leader is required to be ethical, moral and authentic (Bass & Steidlmeier, 1999). Avolio, Waldman and Yammarino (1991) proposed the concept of ‘4 I’ that the approaches to influencing employees, i.e., inspirational motivation, idealised influence, individualised consideration and intellectual stimulation.

TL enhances employees’ performance and creativity (Jaussi & Dionne, 2003; Janssen, 2002; Eisenbeiss et al., 2008; Pradhan & Jena, 2019), through encouraging employees to to attempt tasks beyond their ability (Bass, 1985; Whittingto et al., 2004) and intellectual stimulation to supports them to think from different perspectives (Gardner & Avolio, 1998). TL also contributes to triggering followers’ self-efficacy (Shamir et al., 1993). Piccolo & Colquitt (2006) further review and discuss that one of the characteristics of TL is to present inspiring behaviour, which helps followers to discover the meaning of work and the improvement of self-efficacy (Walumbwa et al., 2008).

However, as noted by Yukl & Howell (1999) and Bass & Steidlmeier (1999), the TL might become pseudo-transformational leaders when the transformational action lacks morality, authenticity and ethic. According to Christie et al (2011), the pseudo-transformational leaders are unwilling to support subordinates to thinking critically, and less concerned about employees since pseudo-transformational leaders are self-interested (Dasborough＆Ashkanasy, 2002) and seeking absolute obedience (Conger＆Kanungo, 1998), which might counterproductive to organisational leadership reform.

[bookmark: _Toc2031917086]2.2.3 Leadership Approaches for 21st Century
As described previously, the changes brought by megatrends is significant. Meanwhile, the management approach, that is the leadership approach has been influenced correspondingly (Manville and Ober, 2003). The 21st century requires the organisation at presents speed, flexibility and adaptability (Pruask, 1996; Jennings & Haughtan, 2000), and as for leaders, it demanding that they equip themselves with the capability to tackle problems quickly and improvise behaviour to adapt the new situation (Carley and Lee, 1998; Carley and Hill, 2001; Reuben and McDaniel, 2007). Especially for the technology sector, there will be more stringent requirements for innovation because these companies are the source of invention and innovation, meanwhile, massive prepared products and technology processes are spreading rapidly and being eliminated with the incredible rate (Bielauska, 2010).

Therefore, the leadership approaches for the 21st century could consider containing the useful elements of IBL and TL to form a new leadership, supporting an organisation to match the dynamic requirements in CAS environments. Intent-based leadership and transformational leadership can enabling embed learning, creativity and adaptability into the organisation.

Owing to the interaction between agents within the system are unpredictable and indescribable which belongs to the ‘chaotic’ dimension in the Cynefin framework (1999), and the task for leaders in this situation is to minimise chaos and adjust order from the ‘chaos’ dimension to the ‘complex’ (Snowden, 1999; 2007; Boone, 2007; Lichtenstein & Plowman, 2009). Hence, leaders should emphasise unifying agents to the system rather than focussing on domination and command (Hazy, 2001; Tourish, 2019). Transformational leaders can help the organisation to re-establish order through implementing the strategy that sets the vision and links the employees’ self-concept with the organisation to strengthen their self-identify and ethics (Avolio & Gardner, 2005; Bass & Riggio, 2006; Snowden & Boone, 2007; Hartnell & Walumbua, 2011). Besides, TL can not only cope with the external complexity, but can also decrease the uncertainty associated with the over diversity of IBL.

Likewise, due to the complexity of the leadership context, leaders are not always able to grasp the most accurate information so that fail to take the best action. Steve Jobs (n.d.) states that ‘it is inappropriate to hire talented people and tell them what to do; talented people should be to hired so they can tell the organisation what to do’. Thus, the positive atmosphere provided in IBL can motivate employees to express ideas since they are willing to deliver their opinions when they feel valued and safe (Marquet, 2018). Encouraging team thinking and collision with more novel ideas (Sarkar, 2016; Maelrieussec, 2019), which are useful for the organisation to capture the significant information and to deal with persistent uncertainty arise from the external environment (Craig, 2019).

Consequently, an ideal leadership approach for the 21st century is to foster an innovation atmosphere by IBL, creating an environment of expression and a creative space for employees. Meanwhile, linking the objectives of the employee with the mission of the organization by TL gives a sense of moral and authentic, which can guide the organisation to move forward in an orderly and flexible way.

[bookmark: _Toc1145509808]2.3 Leadership Practices that Foster Innovation
[bookmark: _Toc392447701]2.3.1 Network and Networking
Developing and managing an effective network are essential skills in a complex leadership context. Clarke (2013) and Ernst et al (2016) also highlight the importance and explain the reason is that innovation is considered by many managers as the primary strategic driving force for the organisation, which requires leaders to develop and expand high-quality networks to acquire new knowledge (Cullen, Palus and Appaneal, 2014), resources, feedback and information constantly (Ibarra and Hunter, 2007).

Research by Willurn and Cullen (2014) finds that three qualities of the useful network, which could help organisation to form a more complete, innovative and impartial view of the issues, are depth, openness and diversity. According to Burt (1992) and Cross et al (2008), organisations with open networks might be obtaining new information faster so that they can better integrate opinions from different perspectives. In addition, they tend to present a better performance and greater occupational mobility and more effective adaptation. The diverse network can be explained as accommodating different advantages with an open attitude (Yip, Ernst, & Campbell, 2009; Ernst & Chrobot-Mason, 2010), and deep relations can help people communicate with people from different backgrounds to gain valuable ideas and resources (Cross＆Parker, 2004).

It is crucial for organisations to keep the network open. However, lack of knowledge in areas other than their own area makes it difficult for people to find common ground with people outside their normal circle. Ibarra and Hunter (2007) suggest that leaders could gain new perspectives through professional associations, clubs and individual interest communities, that is, to expand an occasional circle of acquaintances. Furthermore, leaders should establish good working relationships with people who can support them complete their work. This designed to ensure coordination and cooperation among those who know and trust each other in order to fulfil their immediate mandate (Cullen, Palus and Appaneal, 2014).

Nevertheless, it should be noted that getting people to collaborate across boundaries is the biggest barrier to collaboration in organisations (Kane, et al., 2018) since they need to take into account the dimensions of demographics, stakeholders and geography in boundary management (Yip, Ernst, and Campbell, 2016). As a results, according to the survey by CCL (2016), there are three major priorities for boundary spanners, including cross-functional collaboration (98%), empowerment of employees at all levels (97%) and cross-organizational learning (91%). According to the result, cross-functional collaboration is the biggest obstacle and the most promising bridge to accelerate organizational innovation, change, and eventual transformation. Leaders should use it as an effective tool to promote organizational innovation.

[bookmark: _Toc946230770]2.3.2 Innovation and Design Thinking
Owing to globalisation, innovation has become a major driver in the VUCA world (Brash et al., 2008; Mickahail, 2015). Leaders merely have relied on previous models to make decisions that fail to meet the ambiguity of the 21st century (Horth & Buchner, 2014; Mitchell, 2017). Likewise, according to the Cynefin framework (1999), most of the problems that appear in contemporary organizations can be classified as chaotic and complex. Hence, a recommended practice is to use innovative leadership to try to clear the points, which means it is necessary for leaders to guide the organisation to disseminate new ideas.

Design Thinking (DT) (refer to appendix IV for usage details) has emerged as a skill to identify problem situations and innovate (Mitchell, 2015), and DT can be applied through following five phases as shown in figure 1 (Refer appendix IV): empathise, define, ideate, prototype and test. These steps can be linear or synchronous and can be repeated. According to Hawryszkiewycz (2013, p.20), DT can be understood as it can always ‘present creative and intuitive thinking’. Leaders can consider to solve problems and create new ideas through DT. The application of DT has been widely applied in a variety of industries, such as education, retail, including technology companies (Refer to appendix V for the detail of case study).



[bookmark: _Toc1184145355]3.0 Conclusion
As Chakhoyan (2017) reported that the continuous progress of technology has led to the destruction of the old leadership paradigms with the development of knowledge economy, hence, it is necessary for the organisation to have new perspectives of leadership (Vora, 2015; McDaniel, 2017). The leadership context that Headlund (1994) proposed for 21st century by combining the complexity science should be in the complex adaptive system, Carley and Hill (2001) further review and discuss that leadership in the 21st century leadership should aim to embed learning, creativity and adaptability into CAS frameworks.

Therefore, leadership in the 21st century primarily focuses on unknowability and complex interaction dynamics in CAS, and then through combine characteristics in IBL and TL to address the chaos caused by complexity/diversity and to bridge the requirement to create a safe psychological environment for employees to encourage innovation.

According to Headlund (1994), CAS is composed of agents. In the 21st century, agents may be employees or technology cloud, and the dynamic nature of agents plays a significant role in CAS. As a result, leaders could utilise TL to create an authentic, moral and ethical leadership image for their employees, and then establish order in the organisation by attracting them to follow. IBL can be used to create a psychological safety environment for employees to encourage them to express their ideas.

Leaders can coordinate and help employees to build open, diverse and deep relationships by acting as boundary spanner in the organisation. Regarding the leader themselves can increase their experience to understand their employees’ thoughts through utilising common interests to make new friends. Meanwhile, design thinking also is a useful technique for leaders to deal with problems and create new perspectives during management.

In sum, the report explains the justifications for the leadership to treat organisations as a CAS and to cultivate the innovation ability of the organization by analyzing the external environment facing the organization. Then by combining the key elements of IBL and TL to provide a reference for the 21st century leadership paradigm, and finally give some practical skills for the new leadership.


[bookmark: _Toc1200024736]4.0 Recommendations
The recommendations for the improvement of 21st-century leadership will base on marginal gains theory. According to Brailsford and Harrell (2015), this theory emphasis on many ‘1%’ improvements, which can then be observed with significant compounding effects and avoid significant turbulence.

Therefore, it is crucial for leaders to understand the concept of ‘1%’, and embed them into the implementation of the business process (Mansfield, 2018). Based on this theory, there are three recommendation will be proposed:

· Improving the meeting atmosphere. Preparing refreshments, for instance, which can make employees felt relax during the meeting.
· Designing a warmer office environment. Use warm lights that are more family-like with clear enough to support staff work. And more comfortable office chairs.
· [bookmark: _GoBack]Flexible holiday arrangements. Employees could be allowed to take a vacation to rest or travel when they feel exhausted, on the basis of the work done.
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[bookmark: _Toc1053398711]Appendix I - Comparison between the Traditional Style of Leadership and the Contemporary
	Traditional
	Contemporary

	Hierarchies
	Networks

	Controlling
	Empowerment

	Planning
	Experimentation

	Privacy
	Transparency


(Vora, 2015)


[bookmark: _Toc616949909]Appendix II - The Cynefin Framework
[image: Cynefin framework]
(Snowden, 1999)

· ‘Complicated contexts, unlike simple ones, may contain multiple right answers, and though there is a clear relationship between cause and effect, not everyone can see it. This is the realm of known unknowns’ (Snowden and Boone, 2007).
· ‘In a complicated context, at least one right answer exists. In a complex context, however, the right answers can’t be ferreted out. This is the realm of unknown unknowns, and it is the domain to which much of contemporary business has shifted’ (Snowden and Boone, 2007).
· ‘In a chaotic context, searching for right answers would be pointless: The relationships between cause and effect are impossible to determine because they shift constantly and no manageable patterns exist—only turbulence. This is the realm of unknowables. The events of September 11, 2001, fall into this category’ (Snowden and Boone, 2007).
· ‘Simple contexts are characterized by stability and clear cause-and-effect relationships that are easily discernible by everyone. Often, the right answer is self-evident and undisputed. In this realm of ‘known knowns,’ decisions are unquestioned because all parties share an understanding’ (Snowden and Boone, 2007).


[bookmark: _Toc1026072847]Appendix III - Categories of Boundaries
	Vertical
	Across levels and hierarchy

	Horizontal
	Across functions and expertise

	Stakeholder
	Beyond the boundaries of the firm, with external partners

	Demographic
	Across diverse groups (e.g., gender, ethnicity, nationality)

	Geographic
	Across regions and locality


(Center for Creative Leadership, 2016)


[bookmark: _Toc912654119]Appendix IV - Stages of Design Thinking Process
[image: Image result for design thinking process steps]
(Source: Hasso Plattner Institute of Design Stanford, 2017)
As shown in the figure:
· Stage 1 - Empathise: trying to understand the need, feel, behaviour and thinking about the problems. That is identify the demands and research relevant information.
· Stage 2 - Define: define the core issues that the team has identified so far through analysis observation and summary the needs and problems.
· Stage 3 - Idea: people are encouraged to think outside the box in this step, that is, to go beyond obvious solutions and thus increase their innovative potential.
· Stage 4 - Prototype: present the solution for previous analysis. This is an experimental stage.
· Stage 5 - Test: test whether the solution can run, that is, return to the previous process for testing.
[bookmark: _Toc1649571159]Appendix V - Application Case of Design Thinking
There are a lot of companies that benefit from DT. For instance, the founder of Apple Inc. had a new perspective on the company's target customer needs, market viability, and technical possibilities through the DT process, and successfully entered the PC market during 1985 and 1997 (Elmansy, 2016).

Besides, the dilemma was also broken by the Airbnb, since the founder Joe Gebbia who, encouraged by DT, abandoned computer studies and joined Rhode island college to gain a new perspective of communication (News BBVA, 2015).
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