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II. ORGANIZATIONAL BEHAVIOR

7. LEADERSHIP IN THE DIGITAL ERA: LEARNING FROM THE PAST AND
CHALLENGES FOR THE FUTURE
G. P. Prastacos
1. Introduction
Leadership is the key differentiating factor between successful and less successful
organizations. As such, it is also one of the most important topics in management education.
With successful leadership, companies grow and thrive. With successful leaders, nations
flourish. History is full of examples of great leaders. Alexander the Great, Winston Churchill,
Mahatma Gandhi, Abraham Lincoln, Martin Luther King, Henry Ford, Andrew Carnegie, Walt
Disney, Bill Gates, and many more have been great leaders at the corporate or the societal level.

Prominent leadership scholars have studied leadership extensively, and the leadership literature
is voluminous. Researchers have analyzed the phenomenon of leadership, various leadership
styles and behaviors, developed leadership models, such as the authentic leadership, servant
leadership, transformational leadership, and more (see e.g. Avolio et. al. 2009; Antonakis &
Day, 2018).

Going forward, there is no doubt that these leadership characteristics will continue to be
important. The best leaders will have a vibrant vision and an ability to communicate effectively
that vision to multiple stakeholders, while inspiring all levels of the organization. They will
work hard, act as role models, encourage ethical behavior, and be committed to the success of
their organizations. They will be honest and forthright, recognizing that integrity is very
important to gain the trust of their people, and to maintain and grow the relationships with their
partners.

However, as we enter the digital age, many things are changing in the external environment
and internally within companies: data and technology are everywhere, new business models
become dominant, demographics and cultures are changing, the workplace is transformed, and
change has become the norm rather than the exception. It is certain that all companies, from
startups and online businesses to incumbents in all traditional industries will need effective
leadership to address these challenges and to transform their organizations for the digital era.

Therefore, a number of questions arise: What are the key forces of disruption in the digital era,
and how is this affecting leadership? What are the “requirements” of the leader in the digital
age in order to effectively address these forces? How do the key functions of the leader change
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in the digital era? How do these requirements and functions compare to what we have learned
from the past?

This paper is organized as follows. First, we briefly review three leadership models we consider
particularly relevant in the digital era. Next, we examine what we consider are the key forces
that impact organizations in the digital era, and the leadership challenges they present. Based
on these challenges, we then make some preliminary observations about the requirements and
the functions of leadership in the digital era. Finally, we close with some conclusions and
directions for further research.

2. A brief review of three leadership models
There are three behavioral leadership models we consider particularly relevant to the topic of
this paper: the transformational leadership model, the authentic leadership model, and the
servant leadership model. For each of these models, we will present briefly the key
characteristics of the corresponding leader. In section 4, we will return to these models and
examine how some of these characteristics are important for leaders in the digital age.

The Transformational Leader
Transformational leadership was advanced by Burns (1978, 2003), Bass (1990b, 1998a), Bass
and Avolio (1993), Yukl (1998), and others. A key trait of transformational leaders is their
ability to project a strong vision and personality, and to inspire the followers to work towards
common goals through their appeal to higher ideals and improved performance.
Transformational leadership differs from transactional leadership in that it is not based on a
give-and-take relationship, but on the strength of the energizing vision of the leader, and his/her
ability to inspire followers.

According to Bass (1985), transformational leaders are characterized by the following:


Idealized influence: Transformational leaders become role models for followers and earn
their trust, respect and admiration; they embody the qualities they want in their team.



Inspirational motivation: Transformational leaders motivate their followers by providing a
vision and a meaning to the tasks of followers. They arouse team spirit, are enthusiastic and
optimistic, and help followers develop desirable visions for the future. Combined, these
first two traits are what constitute the transformational leader's charisma (Antonakis et. al.,
2012).
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Intellectual stimulation: Transformational leaders challenge followers to be innovative and
creative, and thus stimulate innovation and creativity. They encourage them to question the
status quo and any existing assumptions, reframe situations, approach old problems from
new perspectives, and achieve higher levels of performance.



Individualized consideration: Transformational leaders demonstrate genuine concern for
the needs and the feelings of their followers, and act as coaches or mentors for the personal
development of each follower. This, in turn, increases the trust between the organization’s
members and the leader, and has positive impact on the effectiveness of the leader’s
decisions

The Authentic Leader
The digital era is an era of data and transparency, and both of these characteristics are key
components of the authentic leadership model. More specifically, an authentic leader is one
who demonstrates a high degree of the following four behavioral factors (Walumbwa et al.
2008):


Self-awareness: Authentic leaders are aware of their strengths and weaknesses, and of their
impact on the others via their interactions and behavior. They gain increased knowledge
about themselves through interaction with others and through a meaning-making process
that contributes to the way one views him- or herself.



Relational transparency: Authentic leaders are open and transparent in communication with
others, and in the way they share thoughts and feelings.



Balanced processing. Authentic leaders use objective data to make final decisions.



Internalized moral perspective. Authentic leaders lead and act guided by internal moral
standards, which regulate behavior. Hence, authentic leaders are aware of their values, and
by staying true to their own values, they demonstrate a sense of authenticity and genuine
behavior, which increases their credibility and earns the trust of their followers (Avolio et
al. 2004).

In essence, authentic leaders express their “true self” in ways that are consistent with inner
thoughts and feelings” (Harter, 2002). According to Luthans and Avolio (2003) they possess
confidence, optimism, hope, efficacy, courage, and resilience. They have an inherent
ethical/moral component and follow a transparent decision making process to address ethical
issues and achieve authentic and sustained moral actions (May et al. 2003).

The Servant Leader
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The Servant Leadership Model was developed by Greenleaf (1977), who proposed that
effective leaders should overcome their own egos by addressing the needs of their followers.
According to Reinke (2004), “a servant-leader is one who is committed to the growth of both
the individual and the organization, and who works to build community within organizations.”
Servant leaders are motivated by more than the need for power; it is the need to serve (Luthans
& Avolio, 2003).

According to Spears (2010), a servant leader listens carefully to what is being said; strives to
understand, empathize with others and identify the will of the people; seeks to heal
relationships; exhibits awareness and self-awareness; and relies on persuasion, rather than
authority and compliance, in their decision-making process. Servant leaders stretch their
thinking to encompass broader-based concepts beyond the present-day need, are able to foresee
the outcomes of a decision based on lessons from the past and working with intuition, are deeply
committed to the success of everyone in their organization, and continuously try to build
communities among them.

The Servant Leadership Model has been gaining popularity in the recent years. Van
Dierendonck (2011) indicates that the servant leadership model may well be what organizations
need today, especially given today’s demand for more ethical, people-centered management.
The strong ethical ground of the servant leader makes this type of leadership even more
appropriate. In addition, Eva et al. (2019) suggest that the modern organization does not offer
the sense of community and engagement that employees might need and, therefore, a servant
leader, with his/her commitment to build a community might be able to fill this gap.

Personality Traits of Leaders
The five-factor model of personality (often termed the Big Five) has been a well-accepted
personality framework. It has been developed by Costa & McCrae (1992) and others, and it
establishes five major personality dimensions (factors) that are generally applicable, each one
comprising six traits. Although there have been critiques of the five-factor model (see, e.g.,
McAdams, 1992; Hurtz & Donovan, 2000), there is strong consensus for regarding it as the
most accepted framework for describing the overarching aspects of personality (Goldberg,
1990; Judge et al. 2002). In meta-analyses conducted (see, e.g., Judge et al. 2002; Bono and
Judge, 2004), this framework and the relationships of the five personality dimensions to the
leadership behaviors of transformational or transactional leaders were confirmed. The
personality dimensions of the five-factor model and the traits in each dimension are the
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following:


Neuroticism refers to individuals who “tend to view the world through a negative lens”
(Bono and Judge, 2004). They have a tendency to be “anxious, self-pitying, tense, touchy,
unstable, worrying”, and demonstrate “hostility, depression, self-consciousness,
impulsiveness, fluctuating moods, vulnerability” (McCrae & John, 1992).



Extraversion refers to individuals who are described as “active, assertive, energetic,
enthusiastic, outgoing, and talkative” (McCrae & John, 1992). They are upbeat, and
optimistic (Costa & McCrae, 1992), sociable (Judge et al. 2002), seek excitement (Eysenck
& Eysenck, 1975), and they have and value warm personal relationships (Depue & Collins,
1999).



Openness to experience refers to individuals who demonstrate openness to culture and
intellect (McCrae & Costa, 1997). These individuals have a tendency to be “artistic, curious,
imaginative, insightful, original, with wide interests” (McCrae & John, 1992). They are
“nonconforming, unconventional, and autonomous” (Judge et al. 2002), “creative,
introspective, resourceful” (Bono and Judge, 2004) and demonstrate “fantasy, feelings,
values, a wide range of interests, follow unusual thought processes, value intellectual
matters” (McCrae & John, 1992).



Agreeableness refers to individuals who have the tendency to be “appreciative, forgiving,
generous, kind, sympathetic, trusting” (McCrae & John, 1992). They are “cooperative,
trusting, gentle, modest, altruistic (Graziano & Eisenberg, 1997), and demonstrate “trust,
straightforwardness, altruism, compliance, modesty and tendermindedness” (McCrae &
John, 1992).



Finally, conscientiousness refers to individuals who have the tendency to be “efficient,
organized, planful, reliable, responsible, thorough” (McCrae & John, 1992). They have a
“strong sense of direction and work hard to achieve goals” (Costa & McCrae, 1992). They
demonstrate “competence, order, dutifulness and self-discipline, and strive for
achievement” (McCrae & John, 1992).

We will refer back to these leadership models and personality traits to examine how relevant
they are in addressing the challenges of the digital era.

3. Key forces driving change in the digital era and their impact on leadership
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Let us now turn our attention to the digital era. What are the forces of the digital era that cause
disruption to the enterprises and how do they impact leadership? Here are seven important
forces that are changing the landscape:

1. Data is everywhere
We live at times where the generation and availability of data is phenomenal. This availability,
coupled with the advances in analytics and machine learning, has a huge impact on the way
problems are addressed and decisions are made. Leaders in the digital era should possess
analytical thinking, possess a certain amount of curiosity so that they can ask the right
questions, and be able to develop and evaluate alternative analytical scenaria. This will help
them articulate a strong and compelling story and vision that will elevate the level of the
organization and of its members. This new environment also requires that leaders understand
the implications and limitations of technology and analytics, and can implement innovative
policies that will improve their decision making, create excellent customer experience, while
they also consider rigorous governance policies with regard to data quality, safety, security and
privacy.

2. Technology is redefining the workplace
Artificial intelligence, robotics and automation are reshaping the way business is conducted,
and creating a lot of discussion about the future of work (see, e.g. Kittur et al. 2013, Seidel et
al. 2019), the availability and type of jobs that will be needed in the future, changes needed in
the organizational structures, relations between supervisor and employee, especially when a
human is replaced by a robot, etc. These advances have major impact on leadership. Since most
of the developments in this area are still unknown, leaders in the digital era must be comfortable
with uncertainty, and technology-savvy, so that they can visualize the workplace of the future
where humans and machines work synergistically. They must be able to think analytically and
be open to innovation. Given that employment is some sectors will decline sharply, new jobs
will appear, and new skills will be needed across all sectors, they must possess a certain amount
of curiosity to monitor the developments in technology and the changes in skills needed. They
must be bold and quickly adopt new methods of work in the workplace to improve processes,
implement short and agile teams, and improve on the efficiency of the operations, and the
collaboration across the organization.

3. Continuous change is the norm
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We live in an environment of continuous and accelerating change, and this has big impact on
organizations. Eighty-eight percent of companies appearing on the Fortune 500 list in 1955
were not on that list in 2016. Change is becoming the norm rather than the exception, and a
number of studies have been conducted to address this change (see, e.g. Prastacos et.al 2002).
To start with, establishing a sense of urgency would be a prerequisite for any transformation
process (e.g. this was the case of a major educational transformation, see Prastacos, 2017). It is
also the first item in Kotter’s change strategy (2017), and we believe that it is even more very
appropriate today than before. Changes are happening continuously, both internally and
externally, and the leader needs to overcome inertia and get on with the transformation while
the company is still performing well. At the same time, it is important to develop a culture of
strategic agility that will enable the organization to flexibly respond to complex, global and
dynamically changing environments (Lewis et. al, 2014)

4. Globalization is changing
Globalization has traditionally been centered around the concept of centralized decision making
and production, thus taking advantage of economies of scale. This is not the case anymore.
Empowered by the internet and following a focused customer-centric approach, companies
today try to achieve a balance between global scale, capabilities and strategy, with a more local
approach and a better understanding of local customers, markets and regulatory environments.
It is important, therefore, that the leaders in the digital era understand this and realize the need
to develop contextual intelligence (Khanna, 2014), i.e. adopt current knowledge and concepts
to a new environment. The same happens with innovation, which, in a “polycentric” world is
generated locally, tested in neighboring markets, and then maybe expanded globally. This
environment requires leaders to be internationally aware, and cognizant of the changing
geopolitical and economic powers. They also need to be open and culturally inclusive; to
promote diversity at the management level, as well as to be socially sensitive, promote the
common good to the communities where the organization is active, and be ethical in their
business transactions.

5. There is a need for a different approach to the customer
Social media and platform companies enable the customer today to be networked with other
customers and become a major influencer in the company’s reputation. At the same time,
technology and big data allow companies to understand the specific features of every digital
customer, and thus move from mass production to individual customization, while creating a
unique experience for the customer and a 24x7 service. This new environment is changing the
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way companies need to approach the customer, since they have to develop data-intensive,
consumer-centric strategies to improve sales, manage reputations and grow the company.
Leaders of the digital era have to understand the new technologies and be open to innovation;
they must develop innovative ways to analyze customer data, and innovative approaches to the
customer. They have to develop a personalized relationship of the customer with the company
that will not only achieve a sale, but will also inspire to the customer loyalty, advocacy, repeat
purchases, and collaboration for improved products and services.

6. The rules of competition are changing.
It used to be that companies would compete in their closed industry boundaries by trying to
develop innovations that would create a better value-for-money proposition to the customer,
improve on their brand and catch the customer. In the digital era this has changed. Platform
companies like Airbnb are examples of companies that, through technology, have realized
tremendous growth and have upset industries without having been in the specific industry
before. Today companies may compete in one sector while they collaborate in another, and are
increasingly organized in platform multicompany ecosystems that cross traditional industry
boundaries and blur previous distinctions between competitors or collaborators, and producers
or consumers. This new environment creates a very big uncertainty, which leaders in the digital
age have to address; they have to be visionaries, bold, and understand technology. They have
to be comfortable with the tensions that will arise, and make the most out of them, by
implementing a “both/and,” as oppose to an “or” culture. By correctly leveraging these
tensions, the leader can develop new solutions or business models, while he/she still exploits
the organization’s resources, thus improving efficiencies and overall performance.

7. Cultures are changing
The importance of culture cannot be overemphasized, and a good corporate culture is behind
the success we see in breakthrough organizations. For example, Apple’s commitment to
innovation is cultural, not process driven, and hence has been very successful. Another good
example has been Google. The book by Laszlo Bock (2015) contains the 10 “work rules” that
have transformed Google and have created an unparalleled culture of innovation, while striking
a balance between creativity and structure. In the digital era, given the availability of data
(almost for everything), the networking across social media and platforms, and the many
changes happening, a good culture is data-driven, open, externally looking, high performing,
transparent, and empowering (Hemerling, 2018). These features have been always been
elements of a good culture, but they take special importance in the digital age. To address them
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effectively, leaders should be characterized by extraversion, collaboration, transparency, an
openness towards innovation, and a data-driven culture. They should promote diversity and
inclusion, and take the well-being of their employees as an important factor in formulating HR
policies. They should also promote a purpose and a social aspect to their vision, especially
given that the younger generation and the society at large are increasingly interested in issues
that relate to the social impact of technology (e.g. security, privacy, employment), issues of
sustainability and the broader contribution of business to society.

8. The war for talent has never been more intense.
Organizations are starved for talent as they search for ways to take advantage of developments
in big data, artificial intelligence and machine learning, across the entire spectrum of digital
transformation. Universities still do not produce enough graduates with those skills, and
therefore there is an imbalance of talent, creating many anomalies. Companies are trying many
conventional and unconventional ways to attract digital talent. This feature is an important part
of the leader’s agenda. In the digital era, talent is the most important resource an organization
has. The leader must address this as a priority and needs to develop effective systems to recruit
talent as a matter of priority. However, recruiting talent is not enough; given the decline in
employee engagement, the leader has implemented policies that will raise engagement and
improve retention, such as promoting a purpose for everybody’s work, improving the wellbeing of employees, and so on.

In the following sections we have a deeper look into these forces to understand them better and
try to draw conclusions about leadership in the digital era.

4. Some guidelines for leadership in the digital era
Given the challenges presented in the previous section, we will try to identify some of the key
attributes that a leader needs to realize in order to address these forces successfully. We believe
that significant further research has to take place on identifying the key attributes of leadership
in the digital age; however, one can draw some introductory conclusions from the analysis
presented earlier. We will only present attributes if we consider them relevant to the digital
transformation.

Being data driven and technology-savvy are key attributes for the leader of the digital era.
Adeptness in dealing with numbers and, through them, getting a feeling about trends,
opportunities or threats is important today. In a world where many questions are not known yet,
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the intuition that the leader will develop through this skill will be invaluable. A deep
understanding of the emerging technologies and how these affect the workplace both
strategically and operationally will be important in order to develop appropriate strategies, but
also to cultivate a data-driven culture that promotes collaboration, innovation, agility and speed.
This requirement does not seem to fit exactly to any particular leadership model; rather, it seems
to correspond to both the transformational and the authentic model: the transformational
leadership model through the intellectual stimulation characteristic, and the authentic
leadership model, through the balanced processing component.

The ability to develop and communicate a strong vision will be one of the most important
requirements for a leader in the digital era. In a world where technologies change every business
function and the rules of the competition are changing, the leader needs to have a strong and
compelling vision of where he/she sees the organization, and articulate this vision effectively.
He/she has to pay close attention to the trends as well as the internal signals of the organization,
define a company’s map and potential, and come up with a strategic narrative that he/she will
communicate effectively to the rest of the organization (Lesser et.al. 2018a). A
transformational leader will satisfy this requirement; through inspirational motivation, he/she
will develop a strong and compelling vision, communicate it effectively, build trust, and
motivate the employees to help during the implementation of the strategy.
The ability to mobilize the organization’s stakeholders, to get their support for his/her vision
and implementation plan, is also an important attribute of the leader. This includes both internal
and external stakeholders — employees, the board, investors, the government and regulators,
and the public. The leader has to work with each of these groups, listen to their expectations
and take them in consideration or try to reshape them, according to the new realities and his/her
vision and plan (Lesser et.al. 2018a). He/she should maintain direct access and communication
with select leaders, so that their commitment is reinforced, collaboration across silos is
increased, and the company’s mission and values are communicated and maintained across the
levels of the organization (Lesser et.al. 2018a). Again, a transformational leader will satisfy
this requirement; as an extroverted person, and through idealized influence, inspirational
motivation and intellectual stimulation he/she will develop the activities needed to mobilize the
stakeholders behind the vision.

Adopting an open mind and promoting an open culture are important attributes of the leader
of tomorrow. There is little doubt that the workforce in the digital era will be much more diverse
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than today’s and that an evidence-based culture — characterized by collaboration and
transparency, open to innovation and promoting experimentation — is more likely to be a
healthy culture. The reasons were outlined earlier: geographical barriers cease to exist, virtual
teams work across continents, performance and innovation are greatly enhanced by diversity,
work will be conducted by agile teams where collaboration and transparency will be essential,
and so on. This requirement appears also to be satisfied by a transformational leader, since one
of the key dimensions of his/her behavior is intellectual stimulation, encouraging an open mind,
and experimentation for new innovative strategies.

Agility and flexibility are very important, not only in organizational structures, but also as a
culture in the digital era. Agility will give to the organization the ability to sense opportunities
and threats (possibly through strong technical skills to read tea leaves effectively), solve
problems (through innovation, perseverance, empathy, engagement and effective utilization of
resources), and adjust organizational structure and strategy accordingly, without losing sense
of direction and focus. This, in turn, implies the leader will be able to manage tensions
effectively, move quickly when the opportunity appears, make bold moves and be comfortable
with a certain level of risk in his/her decisions. The practice of implementing both exploitation
and exploration is important to provide strategic agility (Doz and Kosonen, 2008). Again, a
transformational leader will satisfy this requirement; as an extroverted person, and through
intellectual stimulation he/she will be able to demonstrate the agility and flexibility needed to
manage the tensions and address change effectively.

Having a deep interest in attracting and maintaining talent, and in developing an
environment of continuous learning and growth for them are very important attributes of the
leader in the digital age. The relentless war for talent, falling engagement, increasing employee
mobility and changing demographics have made this a major priority of a leader, who has to
develop policies that will attract and retain talent in the organization. He/she has to make sure
there are continuous training possibilities for the company’s employees (as well as for
him/herself), so that they not only maintain their competitive edge, but grow as professionals,
ready to undertake the challenges of the digital era. He/she has to develop a cause for the
organization, which will be a major factor towards attraction and enhanced engagement. This
requirement would be satisfied by servant or transformational leaders; servant leaders tend to
put the priority of their followers above their own, and transformational leaders exhibit an
individualized consideration component in their behavior.
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Being firmly grounded in values and ethics is very important for any leader, and this also
holds for the digital era. The leader acts as a role model in the organization, and therefore,
promoting and living through the values of the organization is very important. This not only
aligns everybody behind the mission and the cause, but it also increases engagement and
retention. In the digital era, there are many “new” important ethical issues that the digital
enterprise is facing, including privacy and security issues. This requirement would be satisfied
all three leadership models presented here:
transformational leaders through idealized influence, inspirational motivation and
individualized consideration promote values and high morals and ethics at the organizational
and individual level; authentic leaders know their values and act accordingly; and servant
leaders act in an ethical and moral way trying to improve the well-being of their followers.

In summary, we see that, while all three leadership models presented here have correspondence
with various requirements of the digital era, transformational leadership seems to be the one
closest to satisfy all the requirements needed to address the challenges of the digital era.

5. Concluding remarks
The digital disruption is upon us, with major impact on organizations. Leaders play a major
role in managing their organizations and steering them through this major disruption. In this
paper we outlined the key forces of this disruption, and how the organization needs to react
versus these forces. Based on these findings, we presented the key attributes of leadership in
the digital era, and how the existing leadership models seem to satisfy the requirements of a
leader in the digital era and concluded that the transformational leadership model appears to be
the one that closest satisfies the requirements to address the challenges of the digital era.
Significant research and further analysis have still to take place to better understand the forces
of disruption, the traits that respond better to these forces, and the leadership styles that are
better fit to address the challenges in the digital age. Significant effort also has to take place to
change curricula that will address the new reality and develop the leaders for the digital era. It
is encouraging to know that AACSB already is launching an initiative to redevelop the
management curriculum for the digital age (Prastacos, 2019). Given the size of the digital
disruption, it is certain that more such initiatives will be launched.
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