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What is Leadership? 

Leaders of today combine a range of skills and experience to be effective in the commercial space. Measuring value is 

among these skills and indeed one of pertinent priorities. The finance professional has prior to the past decade mostly 

expressed value in terms of hard numbers. This approach has worked well for many years since business models have 

focused on tangible products and service transactions. The new order of commerce has however seen more business 

models emerge from digital technology transformation and progressing towards more intangible and futuristic platforms.  

Organizations are using their unique abilities to meet the needs of customers, but there is a disconnect when finance 

professionals continue to measure value and success the traditional way. The ability to measure value across both 

numeric and non-numeric sources plays a critical role in effective leadership and performance.  The new finance 

professional requires a combination of skills to thrive in the new order of commerce. 

Leadership has been defined as the activity of influencing people to strive willingly for group objectives (Terry). 

It is also interpersonal influence exercised in a situation and directed. Through the communication process, toward the 

attainment of a specified goal or goals (Tannenbaum at al) 

According to Kotter(2001) leadership and management involve two distinct sets of action. Management is about coping 

with complexity: its functions are to do with logic, structure, analysis and control, and are aimed at producing order, 

consistency and predictability. Leadership, by contrast, is about coping with change: its activities include creating a 

sense of direction, communicating strategy, and energising, inspiring and motivating others to translate vision into action. 

There are many different definitions of leadership. Key themes (which are also used to distinguish leadership from 

management) include: interpersonal influence; securing willing commitment to shared goals; creating direction and 

energy; and an orientation to change. 

In some cases, management skills and theories have simply been relabelled to reflect the more fashionable term. 

Key Leadership Skills 

Key leadership skills may be identified in a range of interpersonal and business areas. When thinking about leadership 

skills, they are learned abilities to do things effectively: they are not the same as personal traits or characteristics such as 

integrity or vision. There is a range of business and managerial skills important to a good leader, including: 

a. Entrepreneurship – the ability to spot business opportunities and mobilise resources to capitalise on them 

b. Interpersonal skills – such as networking, rapport-building, influencing, negotiating, conflict resolution, listening, 

counselling and communicating assertively. 

c. Decision-making and problem-solving skills, including seeing the big picture 

d. Time-management and personal organisation 

e. Self-development skills: the ability to learn continuously from experience, to grow in self-awareness and to 

exploit learning opportunities 

There are three basic schools of leadership theory: namely – trait (qualities) theories, style theories and contingency 

(including situational and functional) theories. 

Trait theories These are based on analysing the personality characteristics or preferences of successful leaders 

Style theories These are based on the view that leadership is an interpersonal process whereby different leader 

behaviours influence people in different ways. More or less effective patterns of behaviours ( or 

styles) can therefore be adopted. 

Contingency 

theories 

These are based on the belief that there is no ‘one best way’ of leading, but that effective leaders 

adapt their behaviours to the specific and changing variables in the leadership context: the nature of 

the task, the personalities of team members, the organisation culture etc. 

 

Theories of Leadership Style 

Fundamental to the management of people is an understanding of the importance of leadership. Managers must lead, 

and as such must accept responsibility for the activities and successes of their departments. All leaders must exercise 
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authority, but leadership style will vary. It is generally accepted that a leader's style will affect the motivation, efficiency, 

and effectiveness of their employees. 

The main leadership theories present two basic approaches - task-centred and employee-centred. Tannenbaum and 

Schmidt suggest that leadership style is a continuum, and that the appropriate style depends on the characteristics of the 

leader, the subordinates, and of the situation. 

In a more contemporary approach, known as 'action-centred leadership', John Adair suggests that there are three basic 

needs that result in differing leadership styles: the needs of the task, the needs of the group, and the needs of the 

individual. Feidler, on the other hand, takes a more psychological approach to defining leadership. 

As these approaches to leadership vary, it is interesting to explore the differences. Tannenbaum and Schmidt's 

continuum-based theory suggests a range of styles ranging from autocratic to democratic, although not suggesting that 

any one style within the continuum is right or wrong. 

At one end of the continuum is the dictatorial style - the manager makes decisions and enforces them (the so-called tells 

approach) or, in a slightly gentler way, 'sells' their decision (the tells and sells approach). 

Further along the continuum, is the autocratic style, where the manager suggests ideas and asks for comments (the tells 

and talks approach), or the manager presents outline ideas, seeks comments and amends the ideas accordingly (the 

consults approach). 

 

The next step in the continuum is the democratic approach. Here the manager presents a problem, again seeks ideas 

and makes a decision (the involves approach), or allows employees to discuss the issue and make a decision (the 

delegates approach). 

 

Finally, the continuum ends with the laissez-faire approach. Here the manager allows employees to act in whichever way 

they wish, within specified limits (the abdicates approach). However, Tannenbaum and Schmidt's continuum is not a 

static model. It recognises that appropriate style depends on both the leader's personality, values and natural style, and 

the employees' knowledge, experience and attitude. 

Furthermore, the range of situations which present themselves to a leader depend on factors such as the culture of the 

organisation, time pressure, the amount of authority and the amount of responsibility the leader has. This last factor is 

dependent - as is so often the case - upon the organisation's general environment. 

A more contemporary approach is to regard leadership as comprising a number of different skills (action-centred 

leadership), a theory associated with the writer John Adair. 

This idea recognises that leadership style is determined by three interrelated variables: the needs of the task, the needs 

of the group, and the needs of the individual. The leader needs to balance the relative importance of all three, with 

emphasis given to identifying and acting upon the immediate priority. 

'Task needs' refer to the setting of objectives for the department, planning and initiating the task, allocating 

responsibilities, setting and verifying performance standards, and establishing a control system. 

'Group needs' require team building so that mutual support and understanding is achieved, standards established, 

training provided and most importantly, communication and information channels opened. 

'Individual needs' recognise the development and nurturing of individual achievement, of motivation, the encouragement 

of creativity, delegation of authority to encourage group support, and attention to any problems or issues. 

In contrast, a different, more psychological approach to leadership, described by the writer Feidler, suggests a 

relationship between leadership styles and departmental effectiveness and success. He distinguishes between two types 

of leader - those who are psychologically close and those who are psychologically distant. 

Psychologically close managers prefer informal relationships, are sometimes over concerned with human relations, and 

favour informal rather than formal contacts. This is sometimes called 'relationship oriented'. 

Psychologically distant managers prefer formal relationships. They tend to be reserved in their personal relationships 

even though they often have good interpersonal skills. This approach is sometimes called 'task oriented'. 

It is, of course, vital to recognise that no leadership style is correct, and that style is always dependent upon the 

particular situation, and the nature and culture of the organisation. 


