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The Human Side of Enterprise
Douglas M. McGregor

The author's core position is that a different theory of the task
of managing people is needed to replace the conventional theory presently
used by most managers. This new theory is built on assumptions about human
nature which view man as a self-directing and self-controlled animal as
opposed to the conventional theory which views man as needing to be directed
and controlled. The author strongly suggests that the kinds of assumptions

a manager makes about the nature of people will determine how he manages
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those people. o
Hr "i-léémgar takes the position that there is much creative human
energy that is not being utilized in the industrial organization. He feeli;
that due to the way managers view their task as it relates to employees,
mich is lost to the enterprise insofar as the workers' contribution is con-
cerned. Mr, McGregor says that management's "conventional" view toward
the industrial organization is that in fulfilling management's responsibility
to organize the enterprise in the interest of economic ends; people must be
directed, motivated, and their behavior controlled to meet the needs of the
organization.
Mr, McGregor's position further states that this view of the manager
VTS W S PO p e
is formed on the is that peoplrby nature are indolent, lack ambition,
dislike mapcnaibﬂity? prefer to be led, are self-centered, resistant to
change, gullible and not very bright. This view, he says, manifests itself
in behavior of management that paternalizes the relationship between manager
and worker. The manager, the "adult", treats the worker as a child which
prevents the worker from reaching full potential.

The author's position strongly indicates that the above assumptions

about people are incorrect and a new view on the part of the manager is
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needed. This view should be based on a different set of assumptions;
those which view people as by nature having the motivation, the potential
for development, the capacity for assuming responsibility and the readiness
to direct behavior toward organizational goals. Mr. McGregor feels that the
reason people are passive and resistant to organizational needs is because of
their experience with organizations. This new view of people promoted by the
author is expressed as Theory Y, while the first view he describes as Theory X.

Mr, McGregor supports his argument that the "conventional"™ Theory X
approach of management is inadequate by considering the subject of motivation.
He explains that man has certain needs that must be fulfilled. These needs
are physiological, safety, social, egoistic and self-fulfillment. He states
that man is motivated through the deprivation of these needs. Therefore, as
long as management only attends to the physiological and safety needs and
ignores the others, the worker will be motivated in the direction of the
behavior expected by the Theory X view. The author argues that the "higher"

needs must be reasonably fulfilled at work or people will feel deprived and )
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There are some alternatives to the author's position. First, the ] flh G

position may not apply to all people or in all situations. There are mm:f““*
types of people and there are many types of skills that people possess.

There are also many types of business organizations. These organizations
have a range of technological levels and have widely diverse functions. An
alternative to Mr. McGregor's position is that people's behavior toward work
will depend on what job levels and what job types are being considered, For
example, studies by Porter and Lawler! and Joan Woodward® provide evidence

to support the idea that a certain organizational structure is not superior

L. W, Porter and E, E, Lawler, "The Effects of Tall Versus Flat Organization
Structures on Managerial Job Satisfaction", Personnel Psychology, Vol. 17
(Summer 1964), pp. 135-48.

2Joan Woodward, Industrial Organization: Theory and Practice, (London:
Oxford University Press, 1935i.
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to others in all cases, and factors such as the type of managerial and non-
managerial personnel, the type of work being performed, the size of the -l
organization and the production processes must be given serious consideration.

Also, many people may not at all be interested in organizational goals
except for how the goals can benefit them personally. There may be those who
are not interested in assuming responsibility either, and perhaps there are
some who are not very bright. So, the position the author takes is too
universal, which makes his Theory Y approach, in this respect, as vulnerable
as his Theory X. Therefore, future studies by social scientists might be
directed toward identifyingthose situations and among which types or )
classifications of workers the Theory Y view might be applicable. x 5 a;t 'I

Secondly, let us assume that social scientists have produced ﬁmle |
evidence to prove that man is indeed motivated as the author states, and
that man has the potential for development, etc., as presented by the author
in his Theory Y. An alternative to this position could be that this "new"
approach to the management of people may not be applicable to the business
firme It might apply more to organizations that do not have profit as a goal
and productivity as the means of achieving that goal.

Thirdly, the theory that workers by nature are as described in Theory Y
may fall short in respect to the organization's goal of productivity. All
happy workers may not be productive or interested in increased responsibilities -
they may just be happy. Also, their ha pinii? nﬁ.ght_i; bg short-lived and those
fulfilled wants will merely be replaced by uhfﬂ&ad'mnts. An alternative

is to view man "as a rational problem solver and decision m&lcer“a. People

will make decisions on the basis of whether the decision will result in pleasure

3John G. Hutchinson, Organizations: Theory and Classical Concepts, (New York:
Holt, Rinehart and Wirstor. 1967) o 5. u
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or pain for them. This view goes a step beyond Theory Y in that it allows
for perceiving people as a part of a wider environment where they will adapt
to other influences., It takes into consideration other factors such as
"economics, social and cultural relationships, race and class". The impor-
tance of these factors to the worker will be evaluated and a decision will
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result that will minimize pain and maximige pleam:ra. This view recognizes
that a person has many 1‘01-;5-_;;1(1 allows for a decision to be made on the basis
of what forces are acting upon him in a given situation and then deciding what
is best for him.

A fourth alternative is that people are primarily motivated through
group interactions and do not possess the Theory Y characteristics. This
alternative position would indicate that people will react to demands placed
on them by the group and if the group demands are consistent with the desires
of management all well and good; however, if the group's demands run counter
to the desires of management, people within that %roup will suppnr't those

Anlrtg "'1' s i S A -’—1 r "‘r 3
counter-management demands. This alternative imphea thatf the group is t.lhe e
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means through which management accomplishes its objectivaa, and whether pauple
iniie;x:entlar dislike their job and will resort to disruptive tactics to avoid
work or whether people by nature are work oriented is irrelevant, What is
important is the achievement of the objectives of management. And because

of the appearance that man is by nature highly motivated socially and will
strive for social acceptance, the group becomes the relevant factor. The
question could then be raised as to how the group comes to adopt goals con- ;' [ ] -
sistent with those of management since groups are composed of individuals. .
An answer to that question is that in every group there is one or more leaders
and it is the leader(s) who will influence the group. Therefore, it does not
matter what the other individuals feel because their individual feelings will

only be a part of the collective feelings that will result in certain actions.
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Since this alternative indicates that man by nature seeks social fulfillment
through groups, the consideration by business organizations should be directed
toward groups and group leadership and not toward whether people are or are
not by nature in possession of certain work related characteristics. This is
supported by researchers in the Hawthorne Studies who concluded that group
acceptance was more important in determining individual worker's output than
wage and incentive plans,

Some major implications of Mr, McGregor's position for application

to work situations are:

1) Employees should participate in decisions that affect the organization;
therefore, mana gement should organize so that this input is part of the
organization. Through this type of participation the employees are more
likely to have a stronger commitment to organizational goals and objectives and

will be encouraged to direct their emergies toward those goals.

2) The organization should be organized so as to assist employees in meeting
their social and ego needs., The business enterprise is a social organization
made up of people and things. The people react to and interact with each
other and the things. As people interact with each other their social and

ego needs are or are not met. If these needs are reasonably satisfied it is
expected that behavior will be appropriate for satisfying the needs of the
organization. Traditionally, business organizations have concerned them-
selves with only those things that are related to the El_lgsiﬁ]:c-_gipal and

safety needs of employees. More information has resulted in a deeper insight
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irrl.;wn man's motivations and this information expresses the view that the
physiological and social needs are basic, but oncethey are satisfied other

needs become important.
3) Goals and objectives should be formulated jointly by management and workers

so that workers feel that the organization's objectives are their objectives.
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This will tend to prevent the workers from developing goals that run

counter to those the organization desires. When designing or re-designing

a job, attention should be given to the number of tasks included in that

job. The job should be designed so that an employee does not become so
specialized but rather has a reasonable number of tasks to perform. If the
employee is too specialized with only a few tasks included in the job, the
employee can suffer from boredom which can result in low morale, reduced
productivity and less overall efficliency.

L) Jobs should be designed so that the worker can assert some creativity

and ingemuity. Jobs that do not offer these opportunities usually result in
boredom and fatigue., Careful analysis of job assignments can reveal how much
latitude there is for the worker to be innovative and imaginitive in accome
plishing the tasks of the job.

5) Performance evaluation of employees should be done more "with" the
employee rather than "of" the employee. A discussion of objectives set
jointly by manager and employee and the evaluation of the achievement of
those objectives departs from the traditional Theory X method which places the
manager in the role of being "God" or "Judge".

6) The manager needs to delegate more authority to subordinates, This can
increase the level of trust as well as raise the confidence of the subordinates
People should be released from the close control by the organmization and per—
mitted to make decisions within their area of responsibility. It would be
management's responsibility to delegate as much responsibility to subordinates
as would be necessary to challenge their creativity and sense of personal
development. This in turn draws attention to a needed characteristic of the
manager. The manager needs to possess feelings of security about himself and
his job before he can feel comfortable about delegating "power" to others, ?
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If managers can bring themselves to delegate more responsibility and
authority to subordinates, and allow them a greater degree of freedom

to direct their own activities, this can be a big step toward the
subordinate's satisfaction of egoistic needs.

7) It is unnecessary to impose a lot of rules and procedures to control
the activities of employees. Workers and managers directing themselves
toward the same goals under an atmosphere of cooperation should result in
a minimum of rules that would be necessary to assure achievement of the

goals.

The development of management in America, from pre-industrial
revolution period of the "handicraft system" where products were made by
hand and man only had to manage himself, to the factory system and the
manufacturing of many products where man is forced to manage others as
well as himself, has led inevitably to the issue of the full use of
man's potentialities. Man always seems to be looking for a better
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way of life, to make things more comfortable for himself - so he
explores. It is no surprise that man is noufinvestigating ways to make
life more comfortable for the worker. Human behaviorists have taken
to the battlefields of the industrial organigation and it is a good

thing that they have. It was needed since the beginning of the industrial
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revolution, As the shift from hand power to machine power took place; many
N

complex technical and human relations problems developed. Human behaviorists

began addressing these problems and the author's position on the management
of people is one of those contributions,

I feel that Mr, McGregor made a significant contribution to the
business operation with his Theory X and Theory Y. As he points out
assumptions underlying both X and ¥, he strikes at the heart of the

problem between management and worker. But it goes even beyond that. It
addresses the issue of the "dignity of man", I speak to the issue of man's
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attitude toward his fellow man and raises questions about the roles of
people and how those roles affect peoples Mr. McGregor opens up the whole
question of people's rights as human beings and particularly the rights of
workers. Does the worker have the right to feel worthwhile on the job?
This is probably stretching the intent of the author but when questions
are raised about the behavior of people in power in a business setting,
those questions are also raised (maybe unconsciously) about power
relationships in other settings. Consequently, Mr. McGregor and other

be haviorists have wraised questions also in the human rights areas of
race, age, sex and religion,.

The basic position of the author, of which I am in full agree-
ment, addresses the idea of the need for managers to perceive workers
differently. Mr., McGregor feels that assumptions under Theory Y provides
the manager with the basis for unlocking human potential that presently
is unrecognized. I agree completely with this., When the human seed is
planted it has potential to become such a beautiful flower. But if it is
planted in poor soil or if it does not receive water and sunshine, it will
either die or develop slowly or dev abnormalities, While this may be
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kind of romantic, I believe this. And I think that Mr. McGregor is saying
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the same thing as he calls for more "adequate" assumptions ﬁfhmrkers by
managers. He is calling for assumptions that recognize that the worker
by nature possesses the potential to become highly productive if he
receives the rain, the sunshine and other care. These are the environ-
mental factors that the social scientists call job enlargement, decent—
ralization and delegation, participation and consultative management,
performance appraisal, etc. — in general, needs satisfaction.

One thing that the author does not address in his position, however,
is that while seeds have the potential to become beautiful flowers, as

mentioned above, if the proper care is not received, if the proper environ-
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ment is not there, the seed will be affected adversely and proper growth

will not result. The same is true of the worker. Mr. McGregor does not

speak to the fact that workers bring to their jobs, as the result of poor
environmental conditions (family, school, people, etc.) a wide range of | A
growth abnormalities (not in the physical sense). His position that all s
workers have grown into beautiful flowers is unrealistic. While he recog-
nizes these shortcoming in his book, The Human Side of Enterprise, the
position taken in this paper does not address this issue, His Theory Y
assumptions about employees do not apply to all people at their stage

of development. Some people at this stage are bitter, angry, manic-
depressive, lazy, devious, insecure and antisocial. Some are also very
happy. In either case the assumptions may not apply. Therefore, a more
realistic view of people as workers would be more appropriate. This is
especially true today., Society is much more complicated than it was when
the industrial revolution began, Not only has technology advanced but

laws in effect today have resulted in bringing into the business organization
people of all backgrounds, or flowers who grew under different environmental
factors. These people consist of the disenfranchised, the poor, the angry,
the wealthy, the uneducated, and the educated. Surely, the complexity of
this assortment of people cannot be covered under one blanket of assumptions
that the author lists under Theory Y. However, the author's position introduces
the idea that there is something screwy about the use of human resources in the

busines organization and rightfully raises questions about the return of invest—
ment of dollars in employees.
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Orgaq}zatiuns, no matter how small when formed, soon be-
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Av"Come ver complex. This complexity involves the coordination

of goods, supplies, equipment, capital, technology, people
and events -- political, economic and social. All or some

of these things affect organlzatinns continuously during the
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Drganlz 10n 'S closed hour as well as when the organization

is open for business. The coordination of this complex and
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ever-growing monster becomes more dlfflﬂult as the American N Vs
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society and the societies of the world become more advEEEedfﬁvfﬂ’ 1 IHI

(according to western standards) socially, politically énd *ﬁﬁkab*ﬁ
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economically. The coordination requires a delicate ba%:gce

-
of the above-mentioned entities, ke?EiEg-Eggm#in“harmnny SO

as not to disturb their smooth flow in and out of the doors
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The statements above are certainly not original and are

; ins ? A5 e tind LAn? JVE

for the development of
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obvious to those acqualnted with organizations. Yet, nrganw
el
izations fail t emphaslze the ne

skills necessary to'master this ccordinating effort. Busi-

5
ness schools likewise fail to emphasize this coordinating -
role. It is the nature of organizations to look fﬂr people
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who have special skills. In fact, organizations are so
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h{gh—ievei ;pecialists but cannot achieve certain organiza-
tion goals because there is no one to coordinate the work
of the specialist, much less the specialist himself. While

business schools are effective at exposing future managers

to the different aspects of a business organization, emphasis
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on the skills needed to coordinate the various aetﬁvltles
!
that a business becomes involved in is lacking.I{
Organizations are structured to hire specialists and P

to place a specialist over the specialists to supervise that o s
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speciality. This is well ingrained in business and public E!uwI ) ;'
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organizations. To place a "non-technical" person in charge .reﬁr“\‘

of a "technical" group is not in vogue. "Why she has never &f* {
sewn a dress in her life, how can she supervise a group of ,f“rk! 7

seamstresses?" or, "He has never repaired an engine, how can
il g ._" .lf"l|u- '.Ii,l'
he manage this department? Put hlm in ealee or pereennel

These are cries often heard. They are heerd SO mueh that
most people believe that one cannot successfully manage a

particular function unless one has become teehnlcally adept .
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with management knew-hew te ead-up/ their computer centers.
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However, these are few, but at least there is some reeegnltleeﬁ D 4
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that a manager or director of computing does not need to know

.

how to write a computer language.

The argument that one does not need to have an under- J

. fg{J i
e

of the writer. To the contrary, I believe a person should / :

standing of the organization's activities is not the position

be quite knowledgeable about the organization's activities
if that person is to assume a leadership role in the organ-
ization. It is the belief that these persons must have cer-
tain skills which is my point of departure. Since there
appears to be agreement that these persons in leadership
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positions should have skills, what type of skills should they
have?

First of all, these people should have considerable
understanding of the resources an organization needs to con-
duct its business. Of course, these people must first of all
fully understand the business activities that the organiza-

tion is engaged in. When the resources, people, mﬂney, equlp— :
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ment, time and whatever are understood as an 1nq}y;§ual entlt

they must be understood collectively -- as a whole. Their
impact upon each other must be understood and appreciated and
must be kept in harmony and balance. These people must have
skills in understanding and dealing with the external forces
of an organization and be sensitive to the impact of these
forces upon the organization. The social, economic and
political activities have a great influence on the decisions

made by an organization whether the organization's objectives
L Apd -.f('(wx - v et FlLantl a4 A

are motivated by profit or social reform. ' Since we have pﬂ ﬁt f;,
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established that these people need to have a knowledge of
the operations of the organization, it is not necessary to
state that they should understand the types of skills needed
by the people in the organization. Just as it should not be

necessary to state that a person who is knowledgeable about

> : 4Lh g
economics understands what supply and demand means. }“ fi 5 = AN >
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The principal skill that is needed, however, is the ”
> 7
skill of "coordination" -- coordinating people with things.
—————

But, first there must be a realization of the fact that

coordinating has its own set of skills. These skills are f{
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not the understanding of people, equipment, money, supplies

and the external factors of social, economic and peolitical
activity. They do, however, include that understanding. But,
the coordinating skill is being proficient in understanding

and manipulating the "interrelationships" of all those entities
mentioned above. One must be trained not only in understanding
people, but must also be trained in understanding the relation-
ship between people and the many things that impact people,
which are present both within and outside the walls of the
organization. Likewise, one must understand politics and

economics to be trained in how to deal with the 1nterrelatlon—
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ship of the two. quT
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Organizations tend to desire a flow‘Efﬂig;g:nﬂlat:unshlps tftﬁn&
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throughout the organization. And, an attempt is made at coor-
dinating the various activities of the organization with the

thlngs surroundLW? those act1v1tles However, there are not Lﬁ f
rEad, A
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sufficient personnel ta do tha ]Qﬁ ade uately hose whc Jeeponed
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are skilled at it acgquired those skills hj XE“*&*Lt. There e i;*“
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has been little training to produce “that typ& of person. Th v ,;L
cry in big business is "what we need is a trained psycholo- Sy

gist", or, "what we need is an economist", and so on. The
point is that when they have the economist and the psycholo-
gist and the sociologist and political scientist, it is my
belief that the business will not have anyone to coordinate
them and their work. And, they probably will hardly talk to
each other. So, in order to increase the probability of suc-

cessful achievement of the organization's goals, the concept

AT Mghﬁ-ﬁj o Py / v DV et ﬂfmm;’?“; #






Jam + b 'trjumimww5£11\ i

‘vaq-i }*'P’x‘i" LA L
ORPY eI IR b»/ \{*H W} J)J lfm»'iﬂ

of training persons in relationships and prcduelng people who 4.
are capable of making decisions based on the nnderstandlng of f{ﬁ
those relationships must become generally aq&epted by profes-
sional schools and business organizatinns.j<

The move toward specialization has reached the point of
over-specialization. This has resulted in a situation where
organizations have so many specialists that they now have a
need to coordinate the specialists. The specialists are at
high levels and apparently no one has ever told them that the
organization is more important than their special skills.
Those who know that find they are ill-equipped to deal with
the coordinating efforts that are so obviously needed. The
discussion of specialization ultimately involves the terms
"technical" and "non-technical". The term non-technical is
used by many to raise themselves; those who are "technical"
above others who are "nOn-techq&pal“~ This negative connota-
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perceiving themselves as non-technical people > ?r*f*Thfwvta-
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It is time now to stop Dver-emp slzlng s c1allzatlcn

and begin to recognize that we are producing numbers of
specialized people and producing no one who is trained in
coordinating all these specialized people with the goals of
the organization. We need to recognize that the acceptance
of the concept of training people to coordinate people and
activities will most likely result in the specialists rea-

lizing the importance of the coordinating role. If the
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the curriculum, those who would become specialists in the

future will most likely be a new breed of specialist. ~An

™
exPOEure to the lmpﬁxian:ﬂ_ni.coordlnatlng could go a long

way in helping to reduce the resistance that many so called
specialists have to cooperating with others in various activ-
ities for the purpose of achieving the organization's goals.
As this writing reaches its conclusion, I would like to
remark briefly about the coordinating concept and the behav-
iorist theory of management. The behaviorists have certainly
placed a challenge at the doors of all organizations. Better
results and more productivity will take place if people within
the organization are perceived properly by management and
treated appropriately, say the behaviorists. It might be
said that this theory is on the lips of many but in the
hearts of few. If there were people within the organization
who understood and accepted the coordinator concept and if
there were some who were trained to coordinate, and if these
people supported the behaviorist theory, the theory would be
much more widely practiced than is presently the case.jLEhus,
the coordinating skills are lacking in this instance and
would certainly be valuable to the organizations that want
to connect their various departments to the behaviorist con-
cept of management. I am convinced that the coordinating

skills have been overlookd and serious attention should be

given to this oversight. 1 .
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