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HRM(Human Resource Management):Unit-2 

Concept of Wage and Salary:- 

Wage: 

A wage is a form of compensation paid to an employee based on the number of hours worked. It is 

typically calculated on an hourly basis, and employees receive a specific rate of pay for each hour they 

work. Wages are common for jobs where the number of hours worked may vary from week to week, 

and employees are typically eligible for overtime pay if they work more than a certain number of hours 

within a defined time frame. 

Salary: 

A salary is a fixed and regular compensation paid to an employee, typically on a weekly, bi-weekly, or 

monthly basis. It is not based on the number of hours worked but is instead a predetermined, consistent 

amount. Salary-based compensation is often associated with exempt employees who are not eligible for 

overtime pay and is common in positions that require a fixed commitment of time or responsibility, such 

as salaried managers, professionals, or office workers. 

Objectives  of Wage and Salary Administration:- 
Wage and salary administration is a crucial aspect of human resource management in an organization. 

Its primary objectives are to ensure fair and equitable compensation for employees while also aligning 

with the organization's overall goals and financial capabilities. Here are the main objectives of wage and 

salary administration: 

1. Attract and Retain Talent: To attract skilled and qualified employees to the organization, the 

wage and salary structure must be competitive with the labor market. It should also be designed 

to retain valuable employees by offering compensation packages that meet or exceed industry 

standards. 

2. Motivation and Morale: Effective wage and salary administration can boost employee 

motivation and morale. When employees believe they are fairly compensated for their work, 

they tend to be more motivated, satisfied, and engaged in their jobs. 

3. Equity and Fairness: One of the central objectives is to establish equity and fairness in 

compensation. This involves ensuring that employees in similar roles with similar qualifications 

and performance levels receive comparable pay. Avoiding discrimination in pay based on 

gender, race, or other factors is also crucial. 

4. Cost Control: Organizations need to manage labor costs effectively. This includes budgeting for 

wage and salary expenses, controlling labor costs to meet financial objectives, and ensuring that 

compensation levels are sustainable for the organization. 

5. Productivity and Performance: Proper wage and salary administration can influence 

employee performance and productivity. By linking compensation to performance through 

merit-based pay or incentives, organizations can encourage employees to work more efficiently 

and effectively. 



 

 

6. Legal Compliance: Complying with labor laws and regulations is a fundamental objective. 

Organizations must adhere to minimum wage laws, overtime pay requirements, and other legal 

provisions to avoid legal issues and penalties. 

7. Internal and External Equity: Internal equity focuses on ensuring that pay rates within the 

organization are fair and consistent. External equity aims to keep pay competitive with the 

external labor market, so employees do not feel underpaid compared to similar positions in 

other organizations. 

8. Transparency and Communication: Effective wage and salary administration should be 

transparent and well-communicated to employees. Clear communication of the compensation 

structure and policies helps employees understand how their pay is determined, which can 

reduce misunderstandings and conflicts. 

9. Employee Development: The system should encourage and reward employee development 

and growth. This includes providing opportunities for skill development and advancement and 

linking pay increases to career progression and improved skills. 

10. Alignment with Organizational Objectives: Compensation strategies should be aligned with 

the organization's overall goals, strategies, and financial capabilities. The compensation 

structure should support the company's mission and help achieve its strategic objectives. 

11. Retention and Turnover Management: By offering competitive compensation packages and 

addressing the needs and expectations of employees, wage and salary administration can 

contribute to reducing turnover rates and retaining valuable talent. 

12. Performance Differentiation: Differentiating pay based on individual or team performance is 

often a key objective. This can include the use of performance appraisals, merit-based pay 

raises, and incentive programs to reward high-performing employees. 

 

Effective wage and salary administration is a critical part of overall human resource 

management. When implemented successfully, it can help organizations attract, retain, and 

motivate a talented workforce while ensuring fairness, compliance, and cost control. 

Factors Affecting Wage/Salary Levels:- 
Wage and salary levels in an organization are influenced by various factors, both internal and external. 

These factors can vary depending on the industry, location, and the specific organization's policies. Here 

are some of the  factors that affect wage and salary levels: 

1. Labor Market Conditions:Supply and Demand: The availability of skilled labor in the job 

market and the demand for specific skills can significantly impact wage levels. In industries with 

a high demand for specialized talent, wages tend to be higher. 

2. Organizational Factors:Industry and Sector: Different industries and sectors have varying 

compensation norms. For example, wages in the tech sector are often higher than those in 

retail. 

3. Company Size: Larger organizations may offer higher salaries than smaller ones due to their 

financial capacity and the complexity of their operations. 



 

 

4. Financial Health: The financial stability and profitability of the organization play a role in 

determining wage levels. Companies in better financial shape can afford to pay higher wages. 

5. Geographic Location:Cost of Living: Wages often vary by region due to differences in the cost 

of living. Employees in high-cost-of-living areas like major cities may receive higher salaries to 

compensate for the increased expenses. 

6. Economic Conditions: 

1. High inflation rates can erode the real value of wages. Employers may need to adjust wages 

to keep pace with rising living costs. 

2. A strong economy with low unemployment tends to push wages upward as the demand for 

labor increases. 

3. Minimum Wage Laws: Government-mandated minimum wage laws set the lowest hourly 

wage rate that employers can legally pay to employees. This influences wage levels at the 

lower end of the pay scale. 

7. Employee Skills and Experience:Employees with specialized skills, advanced degrees, or 

extensive experience in their field typically command higher wages due to their higher market 

value. 

8. Performance and Merit:Many organizations link pay increases to employee performance. 

High-performing individuals often receive merit-based salary raises or bonuses. 

9. Compensation Philosophy:Each organization may have its own compensation philosophy, 

which can affect wage levels. Some companies may prioritize competitive pay to attract top 

talent, while others may emphasize internal equity and fairness. 

10. Benefits and Perks:The value of benefits such as health insurance, retirement plans, and other 

perks can also affect an employee's total compensation package. A more generous benefits 

package may compensate for lower base salaries. 

11. Market Surveys and Benchmarking:Organizations often conduct salary surveys and 

benchmark their wages against industry standards and competitors to ensure their pay scales 

remain competitive. 

12. Employee Negotiation Skills:In cases of individual salary negotiations, an employee's ability 

to negotiate effectively can impact the final salary offer. 

Wage Incentive Schemes:- 
Wage incentive schemes, also known as performance-based pay or incentive pay programs, are 

compensation systems designed to motivate employees by rewarding them for achieving specific 

performance or productivity targets. These schemes go beyond the standard base wage or salary and 

offer additional financial incentives to encourage employees to meet or exceed certain goals. Various 

wage incentive schemes can be implemented depending on the nature of the work, the industry, and 

organizational goals. 

Objectives:- 
The objectives of implementing wage incentive schemes in an organization are as follows: 



 

 

1. Performance Enhancement: The primary objective of wage incentive schemes is to improve 

employee performance and productivity. By offering additional financial rewards for meeting or 

exceeding performance targets, organizations encourage employees to work more efficiently 

and effectively. 

2. Motivation: Incentive schemes aim to motivate employees by linking their efforts directly to 

financial rewards. When employees see a clear connection between their performance and 

increased earnings, they are more likely to be motivated to excel in their work. 

3. Goal Achievement: These schemes help align employees' efforts with the organization's goals 

and objectives. By setting performance targets that are in line with the company's strategic 

goals, incentive schemes ensure that employees are working toward common objectives. 

4. Cost Control: Some incentive schemes, like gainsharing, can help control costs by rewarding 

employees for cost-saving initiatives. This can lead to improved cost management and a more 

efficient use of resources. 

5. Retention: Attracting and retaining talent is another objective. By offering competitive 

incentive packages, organizations can retain high-performing employees and reduce turnover, 

as employees are less likely to leave for better-paying opportunities elsewhere. 

6. Fair Compensation: Incentive schemes aim to provide fair and equitable compensation. 

Employees who contribute more to the organization by exceeding their performance targets are 

rewarded accordingly, ensuring that compensation is based on merit. 

7. Teamwork and Collaboration: Team-based incentive schemes promote collaboration and 

teamwork. Employees work together to achieve collective goals, which can foster a more 

cooperative and supportive work environment. 

8. Continuous Improvement: Incentive schemes encourage employees to seek continuous 

improvement in their work processes and productivity. They are motivated to find innovative 

ways to meet or exceed their targets. 

9. Employee Development: Some incentive schemes, like skill-based pay, promote employee 

development by rewarding them for acquiring new skills or certifications. This not only benefits 

the organization but also supports the growth and development of the workforce. 

10. Reduced Absenteeism and Accidents: Attendance and safety incentive schemes aim to 

reduce absenteeism and improve workplace safety. Employees are motivated to maintain good 

attendance records and adhere to safety protocols. 

Merits:- 
Wage incentive schemes offer several merits and advantages for both organizations and employees 

when implemented effectively. Here are some of the  benefits of using wage incentive schemes: 

 Incentive schemes motivate employees to work more efficiently and productively. When 

employees see a direct connection between their efforts and financial rewards, they are 

encouraged to perform at their best. 



 

 

 Employees strive to meet or exceed performance targets, which can lead to improved individual 

and team performance. This, in turn, can benefit the organization by achieving its goals more 

effectively. 

 Some incentive schemes, such as gainsharing and cost-saving bonuses, can help organizations 

control costs and improve cost management. Employees become more cost-conscious and seek 

ways to reduce expenses. 

 Incentive schemes ensure that employees' efforts are aligned with the organization's goals and 

objectives. Employees work toward common targets, fostering a shared sense of purpose. 

 Employees are more motivated and satisfied when they are rewarded for their hard work. This 

can lead to higher morale, increased job satisfaction, and reduced turnover rates. 

Demerits:- 
While wage incentive schemes offer several benefits, they also have potential drawbacks and demerits 

that organizations need to consider when implementing such programs. Here are some of the common 

disadvantages associated with wage incentive schemes: 

 Creating and managing incentive schemes can be complex and time-consuming. It requires 

careful design, documentation, and ongoing monitoring to ensure fairness and effectiveness. 

 Excessive focus on monetary incentives may lead to employees prioritizing financial gain over 

other important factors, such as job satisfaction, work-life balance, and personal development. 

 Incentive schemes may encourage employees to meet performance targets at the expense of 

other critical aspects of their work, such as quality, safety, or customer service. This can lead to 

short-term gains at the cost of long-term problems. 

 In competitive work environments, employees may engage in unhealthy competition to 

outperform their peers, leading to conflicts and reduced teamwork. 

 Poorly designed or executed incentive schemes can result in inequity and perceived unfairness 

among employees, which can lead to demotivation, resentment, and decreased morale. 

Difference btw Financial and Non-Financial Incentives:- 
Financial Incentives Non-Financial Incentives 

Monetary rewards or bonuses Non-monetary rewards or recognition 

Tangible and measurable Intangible and difficult to quantify 

Bonuses, salary increases, profit-sharing, stock 
options 

Recognition, praise, promotions, flexible work 
hours, training opportunities 

Direct financial cost Indirect cost in terms of time, effort, or resources 

Often tied to extrinsic motivation, focused on 
financial gain 

Tied to intrinsic motivation, emotional well-being, 
and job satisfaction 

Often associated with short-term performance 
improvements 

Can have lasting effects on employee engagement, 
loyalty, and well-being 

Relatively straightforward, as they involve financial 
transactions 

More complex to implement as they require a 
culture of appreciation and support 



 

 

Fringe Benefits:- 
Fringe benefits, often referred to as "perks" or "employee benefits," are non-wage compensations 

provided by employers to employees as part of their overall compensation package. These benefits are 

in addition to an employee's regular salary or wages and are designed to enhance the overall well-being 

and job satisfaction of employees. Fringe benefits can vary widely from one employer to another, but 

they commonly include the following: 

 Health Insurance 

 Retirement Benefits 

 Life Insurance 

 Employee Assistance Programs (EAPs) 

 Childcare Assistance and so on 

Profit-Sharing:- 

John S. Hamlin: 

"Profit-sharing is a financial incentive plan that enables employees to share in the profits of the 

company. It is designed to reward employees for their contributions to the company's financial success 

and provide an additional motivation to enhance their performance." 

Joseph R. Blasi, Douglas L. Kruse, and Richard B. Freeman: 

"Profit-sharing is a compensation system in which a company allocates a portion of its profits to a fund 

that is distributed among eligible employees. The objective is to create a sense of shared ownership and 

align the interests of employees with those of the organization." 

Michael Armstrong: 

"Profit-sharing is a variable pay system that distributes a share of the organization's profits among 

employees, typically based on a predetermined formula. It is aimed at motivating employees to improve 

the company's financial performance." 

George T. Milkovich and Jerry M. Newman: 

"Profit-sharing is a compensation plan that provides a portion of the company's profits to employees, 

based on predetermined criteria. This form of incentive compensation is intended to reward employees 

for contributing to the organization's financial well-being." 

Gary Dessler: 

"Profit-sharing is a compensation method in which employees receive a share of the company's profits, 

typically based on a formula that considers factors such as individual or team performance, length of 

service, or other predetermined criteria. It is used to encourage employees to work in ways that 

contribute to the company's profitability." 



 

 

Features:- 
Profit sharing is a compensation arrangement that allows employees to receive a portion of a company's 

profits in addition to their regular salaries or wages. This incentive plan is characterized by several  

features: 

 Profit sharing is a variable pay plan where the amount of the payout is directly linked to the 

company's profitability. When the company performs well and generates profits, employees 

receive a share of those profits. 

  Profit sharing is contingent on the company making a profit. If the company incurs losses or fails 

to generate profits, there may be no profit-sharing payout. 

  Profit-sharing plans typically have a predetermined formula or method for calculating how the 

profits are allocated among eligible employees. This formula can vary but is often based on 

factors like individual or team performance, length of service, or a combination of these factors. 

 Employees become eligible for profit sharing after meeting certain criteria, which may include a 

minimum length of service, job category, or performance metrics. Not all employees in the 

organization may qualify. 

  Profit sharing is often distributed on an annual or periodic basis. The timing of payouts can vary 

by organization and may coincide with the end of the fiscal year. 

Types and Form of Profit-Sharing:- 
 

Profit-sharing plans can take various forms and structures, depending on the goals and priorities of the 

organization. Here are some common types and forms of profit-sharing: 

1. Cash Profit-Sharing Plans:In this traditional form of profit-sharing, employees receive a cash 

bonus or payout based on the company's profits. The amount distributed is typically determined 

by a formula that may consider factors like individual or team performance, length of service, or 

a combination of criteria. 

2. Deferred Profit-Sharing Plans (DPSP):Deferred profit-sharing plans are retirement savings 

options that allow employees to defer a portion of their profit-sharing earnings into a tax-

advantaged retirement account, such as a 401(k) or RRSP (Registered Retirement Savings Plan in 

Canada). The deferred amounts grow tax-deferred until retirement. 

3. Stock Ownership Plans:Employee Stock Ownership Plans (ESOPs) allow employees to acquire 

ownership shares in the company. Employees may receive shares as part of their profit-sharing, 

which makes them partial owners of the organization. ESOPs can align the interests of 

employees with the company's long-term success. 

Concept of Bonus:- 
A bonus is a form of financial incentive or reward that is typically provided to employees or individuals 

as a one-time, additional payment. Bonuses are often granted based on specific criteria, such as 



 

 

performance, achievement of goals, or special occasions, and they are meant to recognize and motivate 

individuals for their efforts 

Frederick Herzberg: 

Herzberg is known for his Two-Factor Theory (also known as the Motivation-Hygiene or Herzberg's 

Motivator-Hygiene Theory). He suggested that financial rewards, such as bonuses and salary increases, 

are considered hygiene factors that, when lacking or perceived as inadequate, can cause dissatisfaction 

among employees. However, he emphasized that they do not necessarily lead to job satisfaction or 

motivation; instead, factors related to the nature of the work and opportunities for achievement are 

primary motivators. 

Douglas McGregor: 

McGregor's Theory X and Theory Y posits that how employees perceive bonuses and other financial 

rewards is influenced by the assumptions management holds about employee motivation. In Theory X, 

managers assume that employees are primarily motivated by financial incentives. In Theory Y, managers 

believe that employees seek higher-level needs like recognition, responsibility, and personal growth, 

and financial rewards may be less significant. 

Motivation:- 

Meaning:- 

Douglas McGregor: 

Douglas McGregor, in his Theory X and Theory Y, framed motivation based on different assumptions 

about employee behavior. In Theory X, he defined motivation as "the potential for unfavorable behavior 

that must be controlled and manipulated." In Theory Y, he described motivation as "a natural and 

positive human trait that leads to creativity and productivity when people are given the right 

conditions." 

Victor Vroom: 

Victor Vroom, a management theorist, introduced the Expectancy Theory of motivation, which suggests 

that individuals are motivated to act in a certain way when they believe their efforts will lead to a 

desired outcome. He defined motivation as "a product of three factors: expectancy, instrumentality, and 

valence, where individuals expect that their efforts will lead to successful performance, which in turn 

will lead to desired rewards." 

Clayton Alderfer:  

Clayton Alderfer developed the ERG Theory, a modification of Maslow's Hierarchy of Needs. He defined 

motivation as "an internal and dynamic state that satisfies a variety of needs and drives individuals to 

engage in behaviors aimed at fulfilling those needs." 



 

 

Edward Deci and Richard Ryan: 

Edward Deci and Richard Ryan, known for their Self-Determination Theory, defined motivation as "the 

inherent tendency to engage in behaviors that satisfy one's basic psychological needs for autonomy, 

competence, and relatedness." 

Daniel Pink: 

Daniel Pink, in his book "Drive: The Surprising Truth About What Motivates Us," presents the concept of 

autonomy, mastery, and purpose as key drivers of motivation. He defines motivation as "the desire to 

do something because you find it deeply satisfying and personally challenging." 

Elton Mayo: 

Elton Mayo, a pioneer in the field of organizational behavior, emphasized the importance of social and 

human factors in motivating employees. He defined motivation as "the positive psychological state that 

arises from fulfilling social and interpersonal needs within the workplace." 

Nature of Motivation:- 
 Motivation can be categorized into intrinsic and extrinsic motivation. Intrinsic motivation refers 

to engaging in an activity or pursuing a goal because it is inherently rewarding or enjoyable. 

Extrinsic motivation, on the other hand, involves external rewards or consequences, such as 

money, recognition, or avoidance of punishment. 

 Motivation is often linked to underlying needs and desires. Theories like Maslow's Hierarchy of 

Needs suggest that individuals are motivated to satisfy physiological, safety, social, esteem, and 

self-actualization needs. Motivation can arise from a need to fulfill these different levels of 

requirements. 

 Motivation can be positive, where individuals are driven by the desire for rewards and positive 

outcomes, or negative, where they are motivated to avoid punishment, pain, or negative 

consequences. Both forms of motivation play a role in decision-making and behavior. 

 The setting and pursuit of goals play a central role in motivation. Individuals are often motivated 

by the desire to achieve specific objectives. The Expectancy Theory of motivation suggests that 

motivation is influenced by the belief that effort will lead to successful performance, which in 

turn will result in desired rewards. 

 Motivation influences the level of effort and persistence individuals invest in pursuing their 

goals. Highly motivated individuals are more likely to put in sustained effort and overcome 

challenges. 

 Motivation is not constant but can change over time and across different situations. Individuals 

may experience fluctuations in motivation, and it is influenced by factors such as immediate 

rewards, obstacles, and life changes. 



 

 

Types:- 

Motivation can be categorized into various types based on different factors and aspects of human 

behavior and decision-making. These types of motivation help explain why individuals take action and 

pursue specific goals. Here are some common types of motivation: 

1. Intrinsic Motivation: 

Intrinsic motivation occurs when individuals engage in an activity or pursue a goal because they 

find it inherently satisfying, enjoyable, or fulfilling. They do it for the inherent rewards of the 

activity itself, rather than external rewards or consequences. 

2. Extrinsic Motivation: 

Extrinsic motivation involves engaging in an activity or pursuing a goal for external rewards or 

consequences. This type of motivation is driven by factors like money, recognition, grades, or 

avoiding punishment. Extrinsic motivation can be further categorized into: 

3. Biological Motivation: 

Biological motivation refers to motivation driven by physiological factors and basic survival 

needs, such as hunger, thirst, and the need for sleep. These needs are critical for an individual's 

physical well-being. 

4. Cognitive Motivation: 

Cognitive motivation is based on cognitive processes, including thinking, reasoning, and 

problem-solving. It involves setting goals, making plans, and taking actions to achieve those 

goals. 

5. Affective Motivation: 

Affective motivation is driven by emotions and feelings. It involves pursuing goals or taking 

actions because they evoke positive emotions (e.g., happiness, joy) or avoid negative emotions 

(e.g., fear, anxiety). 

6. Social Motivation: 

Social motivation is influenced by social interactions, relationships, and the desire for social 

approval or belonging. It includes motivations related to building connections, seeking approval, 

and avoiding social rejection. 

7. Self-Determination: 

Self-determination theory identifies different types of motivation along a continuum, ranging 

from amotivation (lack of motivation) to intrinsic motivation. It emphasizes the importance of 

autonomy, competence, and relatedness in motivating individuals. 

8. Fear Motivation: 

Fear motivation involves taking action or making decisions to avoid negative outcomes, threats, 

or punishment. Fear can be a powerful motivator in situations where individuals want to 

prevent undesirable consequences. 

9. Growth and Development Motivation: 

This type of motivation is related to personal growth, self-improvement, and development. 

Individuals are motivated to learn, acquire new skills, and expand their knowledge and abilities. 

10. Financial Motivation: 



 

 

Financial motivation is driven by the desire for monetary rewards or financial gain. It includes 

motivations related to earning a salary, bonuses, or financial incentives. 

11. Altruistic Motivation: 

Altruistic motivation is characterized by the desire to help others, contribute to the well-being of 

society, or engage in acts of kindness and generosity without expecting personal gain. 

12. Reactive and Proactive Motivation: 

Reactive motivation is triggered by external events or circumstances. Proactive motivation 

involves taking initiative and setting one's own goals and plans. 

Maslow’s Need Hierarchy Theory:- 
 

Abraham Maslow's Need Hierarchy Theory, often referred to as Maslow's Hierarchy of Needs, is a 

psychological theory that explains human motivation and behavior based on a hierarchical arrangement 

of human needs. Maslow proposed that individuals are motivated to fulfill a sequence of needs, with 

lower-level needs taking precedence before higher-level needs become motivating factors. This theory is 

often visualized as a pyramid, with the most fundamental needs at the base and higher-level needs at 

the top. 

1. Physiological Needs: 

Physiological needs are the most fundamental and essential requirements for human survival. These 

needs include the basic necessities for life, such as food, water, shelter, sleep, clothing, and overall 

physical well-being. Until these needs are met, they serve as the primary motivators of human behavior, 

as individuals seek to satisfy their biological requirements. 

2. Safety Needs: 

Safety needs encompass the desire for physical and psychological safety and stability. After physiological 

needs are fulfilled, individuals seek safety and security in various aspects of life, including personal 

security from harm, financial security, access to healthcare, a stable and predictable environment, and 

steady employment. 

3. Love and Belonging Needs: 

Love and belonging needs revolve around the human need for social connections and meaningful 

relationships. This category includes the desire for friendship, family bonds, intimacy, and a sense of 

belonging and acceptance within social groups and communities. It represents the yearning for positive 

interactions with others. 

4. Esteem Needs: 

Esteem needs involve the desire for self-esteem and the respect and recognition from others. There are 

two subgroups: self-esteem, which includes self-worth, self-confidence, and self-respect, and respect 



 

 

from others, which pertains to the appreciation and admiration individuals receive from their 

achievements, status, and reputation. 

5. Self-Actualization Needs: 

Self-actualization needs represent the highest level of human motivation. At this stage, individuals seek 

personal growth, self-fulfillment, and the realization of their full potential. Self-actualization is 

characterized by qualities like creativity, problem-solving, moral reasoning, and a deep understanding of 

oneself and the world. It is a state of reaching one's highest level of development. 

Alderfer’s ERG Theory:- 
Alderfer's ERG Theory, developed by Clayton Alderfer in 1969, is a motivational theory that simplifies 

and builds upon Abraham Maslow's Hierarchy of Needs. ERG stands for Existence, Relatedness, and 

Growth, which are the three core groups of human needs identified in the theory. Unlike Maslow's 

theory, which arranges needs in a rigid hierarchy, Alderfer's ERG Theory allows for the simultaneous 

pursuit of multiple needs and recognizes that the importance of needs can change over time.  

1. Existence Needs (E): 

Existence needs are the most basic and encompass the physiological and safety needs found in Maslow's 

hierarchy. They include the desire for necessities like food, water, shelter, and physical safety. 

Individuals are motivated by existence needs to ensure their survival and well-being. 

2. Relatedness Needs (R): 

Relatedness needs represent the desire for interpersonal relationships and social connections. This 

category includes needs for love, belonging, and meaningful interactions with others. Individuals are 

motivated by relatedness needs to build and maintain relationships with family, friends, and colleagues. 

3. Growth Needs (G): 

Growth needs are similar to Maslow's esteem and self-actualization needs. They involve the desire for 

personal growth, self-improvement, and the realization of one's full potential. This category includes 

needs for achievement, self-esteem, creativity, and personal development. 

Mc Gregor’s Theory X and Theory Y:- 

Theory X: 

Assumptions: 

1. Theory X is based on the assumption that the average person dislikes work, avoids 

responsibility, lacks ambition, and seeks security.It suggests that individuals must be closely 

supervised and controlled to ensure that they perform their job effectively. 

2. Managers who embrace Theory X tend to believe that employees have little interest in the 

organization's goals and that their primary motivators are financial rewards and job security. 



 

 

3. Management Approach:Theory X managers tend to use a more authoritarian and controlling 

management style.They enforce strict rules and procedures, provide detailed instructions, 

and closely monitor employees' performance.Punishment and coercion are often used to 

motivate employees to meet expectations. 

Resulting Employee Behavior: 

In a Theory X environment, employees may become passive, disengaged, and uninspired. 

They may exhibit minimal initiative or creativity and may only do the minimum required to avoid 

punishment or job loss. 

Theory Y: 

Assumptions: 

Theory Y is based on the assumption that work is natural for people, and they can be self-motivated, 

creative, and enjoy responsibility.It suggests that individuals have the potential to find fulfillment in 

their work and to contribute positively to the organization. 

Managers who embrace Theory Y believe that employees can be motivated by factors beyond just 

financial incentives, such as personal growth, achievement, and a sense of purpose. 

Management Approach: 

Theory Y managers adopt a more participative and empowering management style. 

They trust employees with greater responsibility and autonomy, allowing them to participate in 

decision-making and problem-solving. 

Positive reinforcement and opportunities for personal and professional development are used to 

motivate employees. 

Resulting Employee Behavior: 

In a Theory Y environment, employees tend to be more engaged, creative, and proactive. 

They take ownership of their work, seek out opportunities for growth, and are more likely to align their 

personal goals with those of the organization. 

 


