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Leadership Style

term, and control-oriented, whereas a theory Y leader delegates, is long term, and
motivates through inspiration. Autocratic versus democratic leaders as described by
Likert (1967) and managers versus Jeaders as described by Kotter (1988) capture con-
trasting styles. Building on Cyert and March (1963), Burton and Obel (2004) argue that
these contrasting styles can be summarized as decision-making preferences that are a
function of a leader's preference for delegation on the one hand, and the tendency to
her hand. Hakonsson et al. (2008b) found empirical sup-

avoid uncertainty on the ot
from Cyert and

port for such a categorization. preference for delegation follows
March’s (1963) idea of problemistic search. The managerial propensity to delegate
serves as a decision-making heuristic whenever the executive finds delegation to be
efficient due to their limited information-processing capacity and time availability.
Similarly, Cyert and March’s notion of uncertainty avoidance incorporates several
executive desires: preference for detail, tendency to be reactive rather than proactive,
short-term versus long-term decision-making, and ability to motivate via control rather
than inspiration. To illustrate, one way in which an executive can avoid the uncer-
tainty of long-term anticipation and commitments is to provide detailed directions to
employees based on short-term feedback. This means solving pressing problems rather
than developing long-term strategies. It also means avoiding having to anticipate the
business environment or otherwise negotiate change within the organization to meet
major environmental shifts. Some executives tend to provide detailed instructions to
employees and avoid the uncertainty of managing for the future. Other executives are
the opposite — they embrace the “big picture,” let employees find their own direction,
and take risks for the future despite the uncertainties involved. Of course, there are
gradations in between, as we shall see.

We use the two dimensions, preference for delegation and uncertainty avoidance,
to analyze leadership style. Together, these two dimensions measure how managers
influence organizatiunal efficiency and effectiveness, i.e. how managers contribute

directly to organizational performance through their leadership. Preference for delegation
is the degree to which the top management encourages lower-level managers Ot other
employees who report directly to them to make decisions about what and how work is
to be done in the organization. Preference for delegation is high if top management
relies on lower-level managers and employees tO work autonomously and make deci-
sions without top management approval. Preference for delegation is low if top man-
agement prefers to make decisions about how and what work is done and to direct
activities in a close-handed way. Unicertainty avoidance is the degree to which the top
management shuns taking actions or making choices that involve major risk. Uncer-
tainty avoidance is low if your t0p management tends to be risk-taking, whereas
uncertainty avoidance is high if your top management tends to be risk-averse. How
may Al influence leadership styles? Most likely, it will not influence leaders’ ratings on
either preference for delegation or uncertainty avoidance — but it may well support in
making their preferences less preponderant. Kolbjornsrud et al. (2016), based on a large
survey of managers and executives involved in digital transformation, concluded that
leaders should adopt Al in order to automate administration and to augment, but not
replace, human judgment. As for preference for delegation, delegation may not be to
human employees, but instead could take the form of delegating to a robot, oOr
automating more administrative tasks, such as report writing, of monitoring of sales
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Manager

The maestro can become overly involved and overly burdened with too much to do
when the lack of delegation creates a bottleneck for decision-making and a barrier to
action. Decisions are not made; projects are not started; products are developed too late
for the market. Further, we can see that the effective maestro requires great expertise —
expertise for knowing how and when to take risks and how to lead people to make
great progress for the organization.

The maestro leadership style fits well with the small start-up company, while for the
large mature corporation a leadership style that does not prefer to delegate while at the
same time embraces new ideas and projects may be problematic. The maestro leader-
ship style may be appropriate in a crisis or at a time of major change like a Merger. Ina
study of 407 Danish SME firms, Hakonsson et al. (2012a) empirically examined the
performance consequences of having an alignment between the leadership style and
strategy. This study provided support for the argument that the maestro is a good
match for a reactive strategy, as they empirically found that the maestro was not a good
fit with a prospector, analyzer, or defender strategy. [nstead, they argued that the

maestro was a better leadership style for firms pursuing reactor strategies.

If the top management takes a maestro approach, it is likely to be reactive. Due to
the low preference for delegation, a maestro style is likely to serve as a bottleneck in
decision-making. Environmental and innovation changes can be perceived due to the
low uncertainty avoidance, but too late for reaction, given the low preference for
delegation. Making change in an organization that is led with a maestro style will be
difficult, particularly in the time frame when change is needed. For the maestro,
adoption of Al may be very useful as a decision support tool, helping the already busy
maestro in dealing with analytical decisions and data analysis. In Libratong, Song Liu
has been the CEO since 2015, He is also a member of the board of directors. Libratone
is a small company with fewer than fifty employees which is owned by a Hong Kong-
based company. Libratone has lost almost $100 million® since it was bought by the
Chinese investment group in 2014. Libratone’s situation calls for a maestro leadership
style. It has a very risky and aggressive strategy, it continues to lose money, but it has a
strong vision to be a global player in the speakers market that is dominated by Sonos,
Sony, Bose, and B&O.

Manager

The manager has high uncertainty avoidance and a low preference for delegation.
Avoiding uncertainty is realized again by making reactive and short-term decisions
with a fine level of detail. The manager focuses more on the control of operations than
on strategic, longer-term decisions. The manager does not delegate decision-making
authority, but instead uses formalized rules to manage subordinates. The manager
knows what is happening in detail and can react quickly to undesired activities, i.e.
bring things back under control. The manager achieves the goal of efficiency in
operations where the utilization of resources is very important.

=
3 See https:/ ,'ﬁnans.dkltechIECEl 1445476/1‘1brator1e—medvopskruede—maal-har-tabt-en-halv-
mmiard-paa-fem~aarl?ctxref:ex\.




7 Leadership and Organizational Climate

If th
ks e top malTagement adopts a manager style of leadershi
o ion to detail that can make an organization vulnerable tl:),
reason or another, are overlook
. ed or receive littl
be little attention to bt
the longer-term strat
work to be done. Thus i i
5 some vital details may b
oo be d , some ay be missed. If the environ d
Overgu E:ffectt?le, the firm is likely to miss the opportunity for change wlr:']elr:t "
iveness. Further, the mana g
e : ‘ ger approach to leadership gi i
novation, except for efficiency-related innovation that threi;tg iy
e

base of
of the firm. In general, the manager leadership style has a shorltls o ootog)

that tends to overlook issues that make th i -term orientation
focus of a man ’ ! e firm viable for the longer term. i
that the manag:rg:: )jli:)ﬁr; :fﬁc‘enCYA In t'he Hiékonsson et al. (20?23) Stud;hfvl: r;?u:i
oo ey ot e e e ST The s
mana - avoidance. In ter: i
tmﬁvf‘::kfs}jl: Olrsnlelk(;%fly‘; ;o s}rie the potential in Al for dealing with c:rllst:)ofla:ri? :;igf ¥
given the managers’ re;C may be auto‘mated with rule-based robots. To some exte li-
easily supported by AII) the,lie?ce for dealing with the same type of tasks that are m:)l ;
the most by AL Or, the,Ot Ii: rl;l the one leadership style which is likely to be inﬂuencesd
in analytical decision-maki anq, g manager style's focus, experience, and expertise
situations. When Jorgen Vi “i will remain valuable for judgment-oriented decision
a manager leadershig ;g nudsto-;p- took over in LEGO in 2004, he went back t
e it g ;)e osge e; ns‘;r]e(amlu‘un'g LEGO by cutting cost via reducing th:
decisions. The first year, h' eeping tight control of operational as well as strategic
U emstons tHe pmducﬁc; e was both the CEO and COO - to make sure that ile
B0 s incom: a[;lé Tresource usage well enough to obtain the right balance
manager leadership style V.Vhls succes'sor, Niels B. Christiansen, seems to follow the
control. This is reflected 1'.11 th E“hfhere TS a challenge, he wants to be involved and take
in market channels and the en(l:o:;l gt‘:)x;::f?c:-s -Conﬁgmaﬁon' LEGO faces a challenge
replaced the CMO with himself, and added adC];g(l)ti\lr;(()) Crfg)r::h:é:i; t§ ihricssgnscn
e L

then it has eXcessiyg
those issues that, for
anagerial attention. There can
0 do or the "bigger picture” of

Leader

The leader has a hi, W ty voidan
gh preference for delegati i h
Kot gation and lo uncertainty avoi
EI(: " onlldenf that others can make g()Od decisions for the firm lldl ah ce.ﬁlldﬁ
d ‘gation an efficient way to save time. Moreover, otay o x
’

uncertainty, the leader does not avoid long-term

but instead embr. i
; aces its challenges b i
il ges by attending to more s i i
s o op mar?agement takes a leader approach to managi ol then
i onsiderable time thinking about the long term, taking ri ing v
e-consuming task of detail : P
ed control. The lead

o8 & nach . cader explores new ideas and acti
- th fhe ‘;voll;igzs, initiatives, and projects, both their own and those of ?u;Cﬁz?Sl
e A ence to let subordinates make decisions and take actio . ]l:‘

more strategic considerations of the long term. Consist ntSI ; 1:

. istent wit

this, Hikonss
on et al. (2012a) confirmed that the leader leadership style was
more

effective at managi
ging a prospector strat
(1978) strategy types. €8y than any of the other four Miles and Snow

then it
and avoiding the

) %

Producer

A leader has a focus on effectiveness and is willing to take substantial risks in order
to achieve ambitious goals. The leader is vulnerable to weak follow-up behavior in the
process of implementation. If the subordinates do not live up to the confidence of their
leader, then organizational petformance can suffer — perhaps for an extended time
period. Lack of attention to detail can create large problems for the organization.
Further, the leader can take on risky projects which turn out badly for the firm and
the leader. Al may complement the leader’s preference not to deal with control and
operational decisions - for example, with rule-based decision support systems. Other
leadership preferences that relate to creative thinking and experimentation are not
casily substituted with Al In Haier, the CEO Zhang Ruimin is recognized as a great
leader* and many papers have been written about his leadership style (Chen, 2016;

Lewin et al., 2017). He is known for his work in turning a little-known, bankrupt
refrigerator manufacturer into the world's largest white appliances company. He has
been willing to run risks and he has created an organization with a great deal of

delegation, as presented in Chapter 4.

Producer

elegation and scores high on uncertainty

avoidance. The producer focuses on both efficiency and effectiveness. If your firm’s
top management adopts a producer style of leadership, then the organization is likely
to be well positioned vis-a-vis its competitors. The producer ensures that new products
and services are developed and introduced. The focus of attention is a dual one:
short term and long term; operations and strategy; current products/services and
innovation; internal activities and environment reading; hands-on management and
delegation so others can act independently; and efficiency and effectiveness. This dual
focus of the producer leadership style was also found to match well with an analyzer
strategy (Hakonsson et al., 2012a) which, as stated in Chapter 2, is a strategy with a
focus on both exploitation and exploration.
The producer wants to know what is going on and assigns work to others, but does
not need to make each and every decision confronted by the organization. To avoid
uncertainty, the producer has a long-term forecasting and planning focus. The produ-
cer exploits the subordinates’ managerial resources well, delegating to be efficient in
use of time, especially when others make decisions consistent with their preferences.
The strength of the: producer’s leadership style is the delegation to others, but the
producer does this with an oversight that can ensure that decisions are made according
to their preferences and that those actions are coordinated across the subordinates.
The producer may find Al to complement their preference for delegation well, as
Al can serve as an effective data analysis decision support and control tool. In terms
of supporting the producer’s high uncertainty avoidance, Al may supplement via rule-
based decision-making, or a reduction of human biases in judgment calls.
Microsoft CEO Satya Nadella embraces uncertainty from the point of view of creat-
“Any leader needs to have the ability to create clarity when none exists.

The producer has a high preference for d

ing clarity:

A —
4 See www.haier.com/za/newspress/news/Z()1403/t20140324#211628.shtml.
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Organizational Climate

dimensions could be consolidated into two: tension and resistance to change. Here, we
treat tension and readiness to change (the opposite of resistance to change) as the two
most fundamental design dimensions for organizational climate.

Tension is the degree to which there is a sense of stress or a psychological “edge” in

the work atmosphere. Tension incorporates a combination of organizational factors as
experienced by insiders, including trust, conflict, morale, rewards, leader credibility,
and scapegoating. When tension is high, trust is low, conflict is high, morale is low,
rewards are perceived as inequitable, leader credibility is low, and there is a tendency
toward scapegoating. Low tension is the opposite: trust is high, conflict is low, morale
is high, rewards are perceived as equitable, leader credibility is high, and there is little
or no scapegoating. High-tension climates will be characterized by unpleasant emo-
tions, and low-tension climates by pleasant emotions (see Hakonsson et al., 2008a,
2008b, for a more elaborate discussion). At first glance, high tension sounds like a bad
state for an organization. How could it be healthy for an organization to have low trust,
high conflict, low morale, ctc.? Although any one of these dimensions may have
negative consequences, in combination they can bring an intensity and vigor to the
organization — especially if they do not occur in the extreme. Extremely high conflict
and low morale, etc. may be disastrous, but some degree of these in combination with
the other factors mentioned above can spur efficiency, especially if they occur in
combination with the other design factors for managing people and processes, as we
discussed in Chapter 6. Some degree of tension in the organizational climate is stress-
ful, yet it increases the pace of work and movement toward efficiencies. Tension is
reportedly high in major banks and financial institutions such as Goldman Sachs and
Barclays, where leadership has initiated the process of replacing employees who
are responsible for functions that can be replaced with emerging technologies. In
Citibank, up to 40 percent of the total workforce, equaling some 20,000 employees,
are expected to be replaced by machine learning and Al in the near future (nullTX.com,
2018%). Such announcements mark a transition toward a new trend that has not yet
reached its full scale across different industries. For companies already involved, such
changes are likely to increase tension as a result of internal competition among
employees who plan to stay, as well as tension caused by a generaily Jowered morale,
trust, and possibly lack of leadership credibility. That is, for companies where robots
and automation are already part of everyday life, tension is likely to occur between
remaining employees; or between robots and human interfaces. For those companies
that have not yet adopted emerging technologies, tension is likely caused by the
uncertainty of what it may entail. However, if the organization includes the affected
individuals in the introduction of new technologies, the tension can be quite product-
ive., Of course, the tension cannot be in the extreme.

Readiness to change is the degree to which the people in the organization are likely to
change direction or adjust their work habits to meet new, unanticipated challenges.
High readiness to change climates will be associated with high-activation emotions,
and low readiness to change climates with low-activation emotions. High or low
activation depends on whether employees believe they have the resources to deal with

e
& See https:l,’nulltx.com/citibank—plans—to-replace-ZO00O-employees-with-mbots—and—
automation/. !
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Internal Process

It is a pleasant place to work where individuals trust one another, conflict is low,
rewards are perceived as equitable, and there is little readiness to change. Here, the
individuals are comfortable with the situation, as well as with one another, and see no
need to consider any change, and it is pleasant for employees generally. A group
climate usually has a low degree of conflict. If conflict exists, it is constructive and
tends to strengthen the organization, rather than destroy it, i.e. there can be disagree-
ment on the group purpose itself. This is usually coupled with a high or moderately
high degree of employee morale. Individuals feel that they belong to and are part of the
organization. Rewards need not be equally distributed, but there must be a sense of
fairness where the basis for the distribution is understood and accepted by the individ-
uals in the organization.

If an organization has a group climate, then it will find that managing information
flow is relatively easy. Information is more likely to be “broadcast” than “channeled.”
“Need to know” is replaced by “everybody knows,” or informal communication
among specific parties who need to share knowledge. There are few secrets. The group
climate can handle complex sets of information.

Although things are pleasant in the group climate, people do not have a high
readiness for change. There is a high degree of trust and little scapegoating and the
leader likely enjoys a high degree of credibility with the subordinates. However,
getting people to embrace change is a challenge, in that the group climate has a
consistent pattern of beliefs and attitudes about desirable behavior that is not readily
adjusted as circumstances change. In terms of adopting emerging technologies, a

group climate may have stronger norms for preservation than any of the other
climates. In particular, the high resistance to change of employees in a group climate
will likely lead them to dismiss changes as being irrelevant, as they are less likely to be
open to new ideas and therefore may not see the potential in robots and learning
algorithms (e.g. Faraj et al., 2018). On the other hand, the low tension in a group
climate could make them less suspicious if management were to introduce emerging

technologies to them.

Internal Process

gh tension and low readiness to

The internal process climate is characterized by hi
1 work situations are experienced

change. These are climates in which organizationa
affectively as relating to high conflict, low morale, and low leadership credibility, i.e.
unpleasant emotions. Similarly, the low resistance to change is related to low-
activation emotions, likely caused by previous disappointments in dealing with
change, and employees no longer believe they have the adequate resources to deal
with change. Prevailing emotions are disappointment, tranquility, shame, and fatigue.
In terms of information processing, internal process climates are likely to lead to little
sharing and openness, little spontaneous information, and limited shared information
within rules and according to procedures, and closely associated with the job or task.
The unpleasant, low-activation emotions characteristic of this climate will lead to an
internally driven, top-down, and systematic style, where perceptions and judgments
are less ambitious (Forgas and George, 2001; George and Zhou, 2002). Individuals are
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g Pen

In terms of information sharir , this means that there is not a shalmg and o
phert g J gu. i

atmosphere among the individuals, as each is more inward and guarded COlllhct can

be hi gll in the Organization and so people may chsagree over both means and ends (i
Q&

work methods an goals). Rewar re perceived to be iven inequitab) S|
thod: d 1 'wards a p q it
b g mequ ly As a re: ull

In the internal process climate,

perceive rewards as inequitable, ang ¥
2 et

. : people tend to focus inwardl: i
e e . wardly on how work i
= efﬁdem;t;)od; S}rl Erol.ces'ses.‘Thls can be very important to gaining or;:;::,
" Chailen : climate is not necessarily destructive for the organizati -
; 8¢ is to keep people focused on work e
trust, conflict, perceived inequities, and so on b
obstruct organizational success. Managed carefully, .
f

bring organizat

. hgn' [gggg)’ tvi:)hrzzil b:l:ef;; Ij\s an example, consider the popular Six Sigma programs
i i bi X ZIZE a cult.ure of measurement, excellence, confrontation
= e i 'e on Conurmal error reduction. A Six Sigm.
R me;m.l process climate. The managerial challen
of negatoty o o :e :1 such a way that it does not spin into a
organizational efficiencies,

processes without letting
€ so significant that they
an internal process climate can

a program will
ge is to nurture
. downward spi

. spiral
e ut instead promotes the values of excellence, achieving
s Wheel;rglrezon.trol. lDuc to its norms of control and reliabil-
th rning algorithms, wi i
over repetitive and routine tasks and makin g i
free,

o't potential for taking

: em more efficient i

are high. e hi ; nt and possibl -

employeesgad Yit, thg1 high resistance to change in this type of climate Il;ay Ho); em;:

apt easily to new ways of worki i matg

novel technologies. ot orking despite the augmentative effects of
If your organizati ;

thcreiends . ga;r:zaltlon has‘ an internal process climate, then it will observe that

beramgned fhate Ch:w readiness to change. Perhaps this is not intuitive as it might

the evidence su. nge, or any change, would be welcome in such a (':limate But

s Withggests that an intense process-orientation on the part of e.o le

e o a] cll)l'mfetence t(.) keeping that orientation rather than en a; I.i)n pin

it ould lead to a different situation. Perhaps, it is the reducefl lg gl f

se organizations that hel i i eveld

5 ps to explain this relu i

in X . ctance. T i
the leadership and more faith in processes themselves, s dere s lessfalt}

tends to be high. A higher- emsont bl

than-i i
ST s et 1 p::C:::al level of scapegoating seems consistent with
; S organization. In oth
! : : er words, compared t
= é)y e ,d t‘}<1.e high resistance to change of internal process ’Climages is dl(')' th;
8N desire to preserve, and more by a threat of what' a
A what’s new, and what can
The internal process cli
climate does not possess th i
of o : possess the capacity to process a large a
it on thrf)ugh informal means. There is not a norm of sharing andgopelrl‘lwunt
" rganization structure must suppl g
. the requisite i i i
oty o ! pply quisite information-proc
opac ‘tNyhO o atEor‘l tisnds t(? be private and within the role or specific jolt)) sc:)zssmfr
il e information. Information is passed on within prescripti i
g to procedures. It is closely associated with the job or task, or }’) gy

know.” i i
Spontaneous information links are largely Il’li‘iSing herston
. 7

or not utilized. Therefore,

Rational Goal

Al, digitalization, and learning algorithms are new tech

nologies that may facilitate

information processing in this type of climate.

Developmental

The developmental climate has low tension and a high readiness to change. Employees
in this type of climate ate likely to experience feelings of having the adequate resources
to deal with change (high activation), as well as having the feeling that new events are
generally pleasant. Subsequent emotions are therefore enthusiasm, excitement, and
happiness. Such climates will be characterized by optimistic perceptions and judg-
ments, together with a bottom-up, flexible, and generative style (Forgas and George,
2001; George and Zhou, 2002).

1t is a pleasant place to work, where people generally trust one another; conflict is
rewards are perceived as equitable; and people are quite willing to

relatively low;
1 climate are comfortable with one

engage in change. People in the developmenta
another and welcome new opportunities.

Some of the characteristics for the developmental climate are sim
group climate. For both, trust is high, conflict is low, and morale is high, with relatively
equitable rewards. The significant difference is the readiness to change, which tends to
be low in a group climate, but high in a developmental climate. If an organization has a
developmental climate, you will find that there generally is a great focus on the growth
of the individuals and their quality of work life. This is the basis for the high readiness
to change. In the developmental climate, rewards can be more individually based than
in the group process climate, with less attention to the impacts on perceived equity.
Individual contribution to the organization is more <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>