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Theory X and Theory Y represent two sets of assumptions about human nature and human behaviour that are
relevant to the practice of  management. Theory X represents a negative view of  human nature that assumes
individuals generally dislike work, are irresponsible, and require close supervision to do their jobs. Theory Y
denotes a positive view of  human nature and assumes individuals are generally industrious, creative, and able to
assume responsibility and exercise self-control in their jobs. One would expect, then, that managers holding
assumptions about human nature that are consistent with Theory X might exhibit a managerial style that is quite
different than managers who hold assumptions consistent with Theory Y.
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1.INTRODUCTION
Theory X and Theory Y represent two sets of

assumptions about human nature and human behaviour that
are relevant to the practice of management. Theory X
represents a negative view of human nature that assumes
individuals generally dislike work, are irresponsible, and
require close supervision to do their jobs. Theory Y denotes
a positive view of human nature and assumes individuals are
generally industrious, creative, and able to assume
responsibility and exercise self-control in their jobs. One
would expect, then, that managers holding assumptions about
human nature that are consistent with Theory X might exhibit
a managerial style that is quite different than managers who
hold assumptions consistent with Theory Y.

2. REVIEW OF LITERATURE
In 1960 American MIT lecturer, Douglas McGregor,

became one of the forefathers of contemporary management
thinking when he published his book, The Human Side of
Enterprise. In his book McGregor, put forward his two sets
of assumptions relating to how management had to use these
assumptions to effectively and efficiently manage, as well as
motivate those that worked underneath them (Kermally).
These two assumptions became known as McGregor’s
Theory X and Theory Y. In this essay both of McGregor’s
theories on management, Theory X and Theory Y, will have
their evolution explained with the differences between the
two assumptions described and defined, as well as the
relevance that both Theory X and Theory Y have upon
management in organizations in the 21st Century. In 1960
when McGregor wrote, The Human Side of Enterprise, he

essentially challenged the practice and thinking of management,
as he questioned some of assumptions about behaviour in the
workplace (Koppelman, Prottas and Davis). Koppelman et
al, argue that through questioning these assumptions
McGregor came up with a new role for management; that
instead of forcing and controlling the employees working
underneath them managers should, in fact, ‘help them’ to
reach their potential; McGregor seeing this as a way to help
an organization achieve their set goals. After the Hawthorne
experiments and the subsequent behavioral research of the
1930s and 1940s, the human relations approach to
management joined the classical perspective as a major school
of management thought. Whereas the classical school as
espoused by management pioneers such as Frederick Taylor
and Henri Fayol focused on principles of management,
scientific selection and training, and worker compensation,
the human relations approach emphasized behavioral issues
such as job satisfaction, group norms, and supervisory style.

The human relations model was hailed as a more
enlightened management paradigm because it explicitly
considered the importance of individual and how managers
could increase productivity by increasing workers’ job
satisfaction. The end goal for management increased employee
productivity; the assumption was that satisfied workers would
be more productive compared with workers who felt
antagonized by the companies they worked for.

In the 1950s, Douglas McGregor (1906-1964), a
psychologist who taught at MIT and served as president of
Antioch College from 1948-1954, criticized both the classical
and human relations schools as inadequate for the realities of
the workplace. He believed that the assumptions underlying
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both schools represented a negative view of human nature
and that another approach to management based on an entirely
different set of assumptions was needed. McGregor laid out
his ideas in his classic 1957 article “The Human Side of
Enterprise” and the 1960 book of the same name, in which he
introduced what came to be called the new humanism.
3. OBJECTIVES

i)  To study the evolution of the theory
ii) To study the  relevance of the theory in the 21st

Century
iii) To the effect of management functions on the theory
iv) To critically examine the pros & cons of the theory

4. RESEARCH METHODS
The research paper is purely based on secondary  sources

from research  papers .
5. EVOLUTION OF THEORY
The Evolution of Theory X and Theory Y was based on
McGregor’s perspective of management; which he considered
to be more than simply enforcing orders and coercing
employees to work. McGregor’s perspective was that there
had to be an equal balance between the needs of an employee
and those of an organisation (Bobic and Davis). Trying to
meet this balance between individual and enterprise, McGregor
applied psychologist Abraham Maslow’s hierarchy of needs
to his theories on management.

1. Maslow’s hierarchy of needs theory was an
arrangement of the five basic needs: self-
actualisation, esteem, belonging, safety and
physiological needs, that according to Maslow
motivate behaviour (Waddell, Jones and George).
When McGregor formed the basis of his Theory X
and Theory Y assumptions, he grouped Maslow’s
five basic needs into ‘high’ and ‘low’ order needs,
the ‘high order needs’ encompassing the Belonging,
Esteem and Self-Actualisation needs while the ‘low’
incorporated the Physiological and the Security
needs (Kermally). By doing this McGregor was
able to come to the realisation that motivation was
the key to managing others and interpreted it into
his Theory X and Theory Y. organizational
objectives.

Thus, Theory Y has at its core the assumption that the
physical and mental effort involved in work is natural and
that individuals actively seek to engage in work. It also assumes
that close supervision and the threat of punishment are not
the only means or even the best means for inducing employees
to exert productive effort. Instead, if given the opportunity,
employees will display self-motivation to put forth the effort
necessary to achieve the organization’s goals. Thus, avoiding
responsibility is not an inherent quality of human nature;
individuals will actually seek it out under the proper
conditions. Theory Y also assumes that the ability to be
innovative and creative exists among a large, rather than a
small segment of the population. Finally, it assumes that rather
than valuing security above all other rewards associated with
work, individuals desire rewards that satisfy their self-esteem
and self-actualization needs.

Although McGregor did not believe that it was possible
to create a completely Theory Y-type organization in the
1950s, he did believe that Theory Y assumptions would lead
to more effective management. He identified several
approaches to management that he felt were consistent with

the precepts of Theory Y. These included decentralization of
decision-making authority, delegation, job enlargement, and
participative management. Job enrichment programs that
began in the 1960s and 1970s also were consistent with the
assumptions of Theory Y.

In the 1970s, 1980s, and 1990s, McGregor’s
conceptualization of Theory X and Theory Y were often
used as the basis for discussions of management style,
employee involvement, and worker motivation. Empirical
evidence concerning the validity of Theory X and Theory Y,
however, was mixed. Some writers suggested that
organizations implementing Theory Y tended to revert back
to Theory X in tough economic times.

Others suggested that Theory Y was not always more
effective than Theory X, but that the contingencies of each
managerial situation determined which of the approaches was
more appropriate. Still others suggested extensions to Theory
Y. One of these, William Ouchi’s Theory Z, attempted to
combine the strength of American management philosophies
based on Theory Y with Japanese management philosophies.

Along with writers such as Argyris and Likert, McGregor
was one of several important humanist writers of the mid-
twentieth century who argued that traditional organizational
hierarchies create a state of dependence between subordinates
and their managers and served as a bridge between the human
relations school and a new form of organizational humanism
based on Theory Y.
6. ASSUMPTIONS OF THEORY

The Main Assumptions of Theory X and Theory Y
McGregor argued that the conventional approach to managing
was based on three major propositions, which he called Theory
X:
      McGregor put forth these assumptions, which he believed
could lead to more effective management of people in the
organization, under the rubric of Theory Y. The major
propositions of Theory Y include the following:

1. Management is responsible for organizing the
elements of productive enterprise-money, materials,
equipment, and people in the interests of economic
ends.

2. People are not by nature passive or resistant to
organizational needs. They have become so as a
result of experience in organizations.

3. The motivation, potential for development,
capacity for assuming responsibility, and readiness
to direct behavior toward organizational goals are
all present in people-management does not put them
there. It is a responsibility of management to make
it possible for people to recognize and develop these
human characteristics for themselves.

According to McGregor, these tenets of management are
based on less explicit assumptions about human nature. The
first of these assumptions is that individuals do not like to
work and will avoid it if possible. A further assumption is
that human beings do not want responsibility and desire explicit
direction. Additionally, individuals are assumed to put their
individual concerns above that of the organization for which
they work and to resist change, valuing security more than
other considerations at work. Finally, human beings are
assumed to be easily manipulated and controlled. McGregor
contended that both the classical and human relations
approaches to management depended this same set of
assumptions. He called the first style of management “hard”
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and identified its methods as close supervision, tight controls,
and coercion.

The hard style of management led to restriction of output,
mutual distrust, unionism, and even sabotage. McGregor called
the second style of management “soft” and identified its
methods as permissiveness and need satisfaction. McGregor
suggested that the soft style of management often led to
managers’ failure to perform their managerial role. He also
pointed out that employees often take advantage of an overly
permissive manager by demanding more but performing at
lower levels.

McGregor drew upon the work of Abraham Maslow
(1908-1970) to explain why Theory X assumptions led to
ineffective management. Maslow had proposed that man’s
needs are arranged in levels, with physical and safety needs at
the bottom of the needs hierarchy and social, ego, and self-
actualization needs at upper levels of the hierarchy. Maslow’s
basic point was that once a need is met, it no longer motivates
behavior; thus, only unmet needs are motivational. McGregor
argued that most employees already had their physical and
safety needs met and that the motivational emphasis had
shifted to the social, ego, and self-actualization needs.
Therefore, management had to provide opportunities for these
upper-level needs to be met in the workplace, or employees
would not be satisfied or motivated in their jobs.

Such opportunities could be provided by allowing
employees to participate in decision making, by redesigning
jobs to make them more challenging, or by emphasizing good
work group relations, among other things. According to
McGregor, neither the hard style of management based on
the classical school nor the soft style of management inspired
by the human relations movement were sufficient to motivate
employees. Thus, he proposed a different set of assumptions
about human nature as it pertains to the workplace.

7. EFFECTS THERE OF ON
MANAGEMENT FUNCTIONS

In their well-known textbook, Harold Koontz and Cyril
O’Donnell illustrated how the managerial functions of
planning, leading, and controlling might be affected by Theory
X and Theory Y assumptions. In regard to planning, Theory
X assumptions might lead to the superior setting of objectives
with little or no participation from subordinates. Theory Y
assumptions, conversely, should lead to cooperative objectives
designed with input from both employees and managers,
resulting in a higher commitment by subordinates to
accomplish these shared objectives.

Under Theory X, managers’ leadership styles are likely
to be autocratic, which may create resistance on the part of
subordinates. Communication flow is more likely to be
downward from manager to the subordinates. In contrast,
Theory Y may foster leadership styles that are more
participative, which would empower subordinates to seek
responsibility and be more committed to goal achievement.
Theory Y leadership should increase communication flow,
especially in the upward direction.

In regard to control, Theory X is likely to result in external
control, with the manager acting as a performance judge; the
focus is generally on the past. Conversely, Theory Y should
lead to control processes based on subordinates’ self-control.
The manager is more likely to act as a coach rather than a
judge, focusing on how performance can be improved in the
future rather than on who was responsible for past
performance. Although the conceptual linkages between

Theory X and Theory Y assumptions and managerial styles
are relatively straightforward, empirical research has not
clearly demonstrated that the relationship between these
assumptions and managers’ styles of planning, organizing,
leading, and controlling is consistent with McGregor’s ideas.
8. CRITICISM OF THEORY Y

The goal of managers using Theory X management styles
was to accomplish organizational goals through the
organization’s human resources. McGregor’s research
suggested that when work was better aligned with human
needs and motivations, employee productivity would increase.
As a result, some critics have suggested that, rather than concern
for employees, Theory Y style managers were simply engaged
in a seductive form a manipulation. Even as managers better
matched work tasks to basic human motivational needs
through participative management, job rotation, job
enlargement, and other programs that emerged at least partly
from McGregor’s work, managers were still focusing on
measures of productivity rather than measures of employee
well-being. In essence, critics charge that Theory Y is a
condescending scheme for inducing increased productivity
from employees, and unless employees share in the economic
benefits of their increased productivity, then they have simply
been duped into working harder for the same pay.
9. RELEVANCE IN TWENTY-FIRST
CENTURY

McGregor’s work on Theory X and Theory Y has had a
significant impact on management thought and practice in the
years since he first articulated the concepts. In terms of the
study of management, McGregor’s concepts are included in
the overwhelming majority of basic management textbooks,
and they are still routinely presented to students of
management. Most textbooks discuss Theory X and Theory
Y within the context of motivation theory; others place
Theory X and Theory Y within the history of the
organizational humanism movement.

Theory X and Theory Y are often studied as a prelude to
developing greater understanding of more recent management
concepts, such as job enrichment, the job-characteristics model,
and self-managed work teams. Although the terminology may
have changed since the 1950s, McGregor’s ideas have had
tremendous influence on the study of management.

In terms of the practice of management, the workplace
of the early twenty-first century, with its emphasis on self-
managed work teams and other forms of worker involvement
programs, is generally consistent with the precepts of Theory
Y. McGregor had created his Theory X and Theory Y
assumptions, he had foreseen the changes that would occur,
decades later, for management. The advancement of technology
and the rise of internet companies have seen a return of
McGregor’s ideas, as some of the changes that he had foreseen:
people working from home and requiring greater flexibility
and understanding from managers to create in order to produce
quality products occurred (Bobic and Davis).

With such a change, it  seems that many more
organisations have taken the Theory Y management approach
over the Theory X approach. One such industry is the
software and internet companies which stress creativity to
solve various, business, academic, and information control
problems (Bobic and Davis). However, Bobic and Davis also
argue that with this Theory Y management approach there is
a problem in that: workers who work in such an environment
tend to complain that there is no clear management direction.
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All though based on assumptions that were and invalid
and not as well-used as Theory Y management, Theory X
still has a place in management today (Bobic and Davis). The
assumptions that Theory X supports such industries where
there is a level of high risk involved. One such example is the
nuclear power industry where, according to Bobic and Davis,
they found the Theory Y decreased efficiency and increased
danger to the general public, and that control and enforcement
by the managers was needed. Though limited, Theory X
management still exists as some workers see this approach to
fit more closely to their style of work (Bobic and Davis).
10. CONCLUSION

When McGregor wrote The Human Side of Enterprise
and using the background work of Abraham Maslow’s
hierarchy of needs, he defined Theory X as a more forceful
approach of management compared to Theory Y, believing
that workers were lazy and would do anything to get out of
working, with both theories still relevant to business
organizations today.

In my opinion, the choice of whether an organization
should take Theory X or a Theory Y style of management is
dependent on what field an organization is in and whether
this style of management will allow them to successfully
achieve the organizations set goals.
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Social psychologist McGregor’s Theory-X and
Theory-Yof MIT expounded two contrasting theories on
human motivation and management in the 1960s: The X
Theory and the Y Theory. McGregor promoted Theory Y as
the basis of good management practice, pioneering the
argument that workers are not merely cogs in the company
machinery, as Theory X-Type organizations seemed to
believe.

The theories look at how a manager’s perceptions of
what motivates his or her team members affects the way he
or she behaves. By understanding how your assumptions
about employees’ motivation can influence your management
style, you can adapt your approach appropriately, and so
manage people more effectively.
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