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Leadership is critical in managing a business successfully, that is why it is important to have a good leadership style in place. This report will explore the meaning of leadership and how it differs from management. After this the X, Y and Z theories of leadership will be reviewed. It will discuss the similarities and differences in each theory as well as analyse the advantages and disadvantages of using each theory as a small business. Then an organisation using one of the X, Y and Z theories will be evaluated. After which different leadership approaches will be analysed such as contingency leadership theory, situational leadership theory, path-goal theory, and transformational leadership theory. Finally, the report will conclude with recommendations on which leadership style will be best suited for a small business.

[bookmark: _Toc162223692]Leadership

The majority of interpretations of leadership agree that influencing others is a necessary component of leadership. A common trait shared by all leaders is the presence of at least a few followers. It is impossible to be a leader if nobody is following. If one's actions influence another's behaviour in a way that is desired, then that is them leading. This definition of leading is limited to impact that is intentional. There are numerous ways for effective influence to happen. A variety of situations such as intimidation, incentives, and motivational speeches may prove effective (Vroom and Jago, 2007). Leadership and management are two different things that may be mistaken for the other at times. The distribution of limited assets in relation to the company's goal, prioritisation, task approach and outcome attainment are all aspects of managing, it is all about authority. Alternatively, leadership is concerned with forging a shared goal. It entails inspiring others to commit to the goal and pushing them to put the organisation's interests ahead of their own personal objectives. Leadership indicates that persuasion as opposed to authority is required (Weathersby, 1999).

[bookmark: _Toc162223693]Theory X, Y and Z

Two opposing models of worker motivation were established and invented by Douglas McGregor during the 1960s, theory X and Y. They were used by managers in HR administration, for organisational behaviour, interactions within organisations and company growth. This framework suggests the two conflicting generalisations about employee motivation serve as the foundation for the two distinct leadership approaches (Aithal and Kumar, 2016). The way one conducts themselves and the characteristics they portray are essential for managerial execution and are represented by theories X and Y. A pessimistic perspective about people's nature, Theory X argues that people are careless, they need continuous oversight in order to complete their tasks and are typically averse towards labour. Theory Y represents an optimistic view of individuals. It makes the assumption that people are capable of taking on responsibilities and exercising discipline in their professional lives. It also promotes the belief that people are primarily hardworking and imaginative (Singh, 2023). Theory Z was created in 1981 by William Ouchi, the theory offered a solution on how American companies might take on the Japanese market who were thriving at the time. According to Theory Z, organisational structure and leadership mindset play a larger role in company performance than economics or engineering alone. The Japanese rivals were succeeding due to an organisational framework that placed a high importance on the individuals, their effectiveness, and standards (Daft, 2004). The Z theory believes that a unique workplace environment, unanimous decisions and long-term employee growth are the main points of emphasis for this management approach. According to this view, the goal is to create staff that are more committed to sticking with the organisation and advancing their careers. People appreciate an office setting where culture, family and their beliefs are valued just as highly as the actual work. With this concept employees typically develop close and contented professional relationships with the people they do business alongside (Ouchi and Price, 1978).
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The similarities between the three theories X, Y and Z are how all three theories demonstrate how not only employees but also their supervisors can both become higher performers in their workplace. Theory X believes the way to increase their output is by giving employees benefits such as money or other similar rewards. According to Theory Y, individuals will use their own initiative and control to further goals that they are devoted to. Whilst according to William Ouchi's Theory Z, employees are inherently motivated by themselves to complete their tasks and show loyalty to their organisation. All three theories can be motivated but the difference is in what way and to what extent. Employees are thought to be unwilling to put in effort according to Theory X, while according to Theory Y, employees are believed to be innovative and engaged. Compared to the X theory, the Y and Z beliefs towards individuals are more fruitful, and the individuals in charge value their workers. Y and Z also view supervisors as those who assist employees in performing better and they tend to be more focused on groups. Whereas theory X pays greater attention on individuals, theory X leaders are primarily focused on tasks and are dictatorial. Another similarity is the way the teams are managed. According to Theory Y, a supervisor would consider proposals from the staff but maintain authority to decide. According to Theory Z, an employee's confidence in the leadership allows the supervisor to wield influence, without that confidence they would have less power. Whereas in regard to leadership, it can be seen that the managerial position in the Theory X scenario retains the majority of the decisions, strength and influence (Aydin, 2012). Whilst the employees may have different opinions the main theme shown is that the manager will have the final say. A difference in the managerial style between X, Y and Z is that Y and Z are open to hearing out their workers ideas whereas theory X is a lot stricter.

[bookmark: _Toc162223695]Advantages and Disadvantages

Theory X leaders are very strict with their expectations for their workers; however, this may be considered good by some people. As workers are constantly being observed by their supervisors, employees who make any mistakes will be told where they went wrong and what to do next time. Although it may be frustrating to hear, this would allow the employees to go back and do a better job next time and increase their overall knowledge of their job role. Theory X also offers incentives to motivate employees this would be beneficial for everyone but especially those who do not enjoy the work that they do but must do. Incentives allow workers to have a goal that seems alluring to them. Due to theory X believing employees are naturally lazy and unproductive managers enforcing this theory will be very strict and could be micromanaging their teams. This can cause some disadvantages to an organisation because this could affect the team in a negative way as the workers may feel as though they are being treated like children which may make them feel disrespected and lead to them thinking they are not valued in the workplace. This would be a never-ending cycle of people feeling undervalued and leaving if nothing were to change. Theory X is a task-based leadership theory, and it focuses on tasks being completed over employees building connections and this can cause workers to feel lonely. The workplace environment will not feel welcoming, and this could lead to employees feeling stressed which could negatively affect the work employees end up producing. An unwelcoming workplace culture will block creativity and workers may even choose to quit and work elsewhere. This in turn would increase costs as those in charge would need to look for other workers to hire and go through the training process once again.

Theory Y is a management theory that may be preferred over theory X by employees as well as those in management roles. This is because managers have their own tasks but if they must micromanage their workers like theory X management have to this would pile on to their workload. Employees also prefer this type of management as their managers do not believe them to be lazy and untrustworthy and they instead have faith in them to do a good job. Employees would also be provided with support wherever their supervisors can offer as theory Y focuses on both tasks and relationships. These relationships built at work provide more trust between everyone and provides a non-suffocating work environment. Managers also allow individuals to pitch in their ideas and allow creativity to flow between each other as group ideas can in turn lead to a perfect business venture. Workers are believed to have their own reasons to feel motivated whether that be incentives or because they like their job. A disadvantage to theory Y’s leadership style is how some workers may take advantage of their supervisors having trust in them and this may embolden them to lack in their part of the workload, this would result in others in the job having to do more. As the workers would not be under the same scrutiny as theory X management, they may not be able to measure each person's work the same way. Some people work slower than others and theory Y leadership would be understanding of this fact, but others may take advantage of that and use it as an excuse to do the same.

An advantage to the management style of theory Z is how they promote long term jobs. Management would like employees to stay working for them because this reduces costs for the business as they would not need to look for new hires and train them to standard. This also benefits the employees as they will be provided job security and a stable income. Like theory Y theory X management also trust their employees to do their jobs without the need to supervise as closely as possible. Another benefit is the way decisions are made, employees can speak up if they do not think an idea is good or think another is better. This provides a faster decision-making process as everyone is a part of the discussion and allows everyone’s voices to be heard. A disadvantage of theory X is the lower rate of promotions as the theory believes that workers should stay long term to benefit from the promotions offered this might not sit well with those who believe they deserve more for what they do. Another disadvantage of this theory is that it cannot be implemented by everyone. In Japan organisations believe for one to succeed they all need to, it promoted teamwork, but the US were too stuck with their own self-interests that Ouchi thought it better they stick to what they know best as it may have proven difficult for them (Daft, 2004).

[bookmark: _Toc162223696]Evaluation of Leadership Theory X, Y & Z in an Organisation

An organisation which used one of the X, Y, Z theory of management is Google, this can be seen by the workplace culture they have created. A crucial component to having a connection between an employee and management according to Google, is trustworthiness. Output, innovation, job fulfilment and efficiency are all correlated with Google's tendency to have faith in its workers. Google is a firm that prioritises creativity and maintains an organisational environment focused on it. The business also emphasises how crucial it is for staff members to be transparent in order to encourage thinking outside the box. The workplace environment aims to create a welcoming and friendly atmosphere as this will allow workers to build connections with each other in a comfortable way. The management at Google actively encourages employees to spend their time together as this promotes creativity and creativity helps generate fresh ideas. They also have an open space work area to allow communication to be always accessible so employees can always discuss any new ideas with one another. Employees at Google have also stated that they enjoy their jobs as everything from food to places to unwind are available there (Zulfan et al., 2020). Based on the reactions employees have shown it is clear that Google is doing something right as they have actively shown that they trust their employees and believe in their ideas, the workers are valued inside and outside of their workplace. Based on the information collected Google seems to have adopted a Z theory style of management and it has worked in their favour as they are still at the top.
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The contingency theory allows leaders to take in the situation and develop an effective strategy that would best support that specific case. It requires those in charge to understand the problem. The theory believes that there is no go to method for problems and that the way forward is to analyse each problem separately, this then allows the best solution to be picked to combat said problem. Many researchers helped advance the contingency model for leadership during the 1960s due to them feeling as though the previous leadership models had overlooked the impact of particular events, or unforeseen circumstances, in businesses. The condition of the market, governmental policies and regulations, the accessibility of skilled labour, organisational culture, the consequences of environmental degradation, as well as additional variables are instances of contingencies. This framework of leadership draws a line between work focused and relationship focused management. Managers that prioritise tasks have concerns with making sure that all activities necessary to accomplish certain objectives are performed effectively according to the schedule. These individuals typically behave assertively or seem to be more controlling. A task driven management could result in discouragement in innovation and demotivated staff members due to their controlling nature. In contrast, leaders that are focused on relationships place a high value on creating a positive work environment and creating genuine connections with their staff members. Although workers under such managers are typically very involved and aspirational, and jobs can occasionally go beyond the allocated funds (Shonk, 2023).

[bookmark: _Toc162223698]Situational Leadership Theory

There is a longstanding belief that a specific kind of leadership may be most appropriate in each circumstance. Situational theory of leadership or contingency theory of leadership are two common terms used to describe this idea. The underlying premise is that a particular sort of leadership is probably going to work better in certain types of circumstance. In other words, the circumstances of a given situation should determine the leadership model (Sims Jr, Faraj and Yun, 2009). Netflix is a streaming platform which devices with access to the internet can access and operate from anywhere, it provides a vast selection of highly acclaimed television series, animation, and movies (Netflix, n.d.). Netflix obtains film and television series licences from global studios. Despite the fact that they work hard to retain the movies customers want to see, licencing negotiations occasionally force movies to move on from Netflix. Netflix base their decisions on which media pieces can stay by determining how well-liked it may be in a certain area and the amount it would cost to continue licencing it, and whether the title's licences still remain obtainable. (Netflix, n.d.). Netflix’s leadership style seems to match the situational leadership theory. This is shown by Netflix making their decisions based on the data they receive; this data affects their ultimate decision on whether to cancel or renew shows as it would not make sense in renewing a show if it would not make the company any profit.

[bookmark: _Toc162223699]Path-Goal Theory

The main concept behind the path-goal theory is to adapt to the people the leaders are working with and select a suitable leadership style after. Good leaders can assist their workers by providing the path which is the most beneficial route for attaining the desired outcome. They can also guarantee a goal as it provides motivation to work towards something such as incentives being available to these individuals. An excellent leader can direct those around them through obstacles and assist them in recognising and preventing failures (Hughes and Ginnett and Curphy, 1988, p. 111).

[bookmark: _Toc162223700]Transformational Leadership Theory

Leaders that personify transformational leadership style qualities persuade others to achieve much further their initial intentions and this can also lead to them passing their own expectations. In order to assist people in realising their own abilities to lead, transformational leaders encourage them and provide careful consideration regarding their unique requirements and growth. They usually produce better work and have more demanding standards. Additionally, those around transformational leaders are typically content and dedicated (Bass and Riggio, 2006).

[bookmark: _Toc162223701]Recommendations

After reviewing all the different leadership theories, what companies use them and how, the best leadership theory for a small business may be theory Y. If Z theory were to be applied to a small business, it may not be as effective as one of the reasons Google’s has worked out is due to all the incentives, they provide but this may not be financially possible for a new business. Theory X would also not be a suitable idea for a small business as being strict and micromanaging the workers without being able to offer much in return would not seem worth it to many people and they may end up leaving for a job with a better work environment and better work life balance. Out of X, Y and Z, theory Y would be most suitable for a small business as this theory will still show employees that they are valued and offer rewards for their work but not on the same scale as a big business can provide in which case theory Z would have been a better fit. The situational leadership theory could also be used by small businesses.

[bookmark: _Toc162223702]Conclusion

This report began by mentioning how important leadership is to an organisation and how leadership theories can benefit said organisations. This has been proven throughout this report by reviewing different styles of leadership theories and which organisations use them and how it benefits them. An example of this is Google using theory Z as their leadership style and how this has positively influenced their workplace environment as the employees enjoy working their due to this. They have plenty of benefits as well as laid back and supportive management who have faith in their workers. This report was conducted to help provide guidance to the student who wished to know more about theories X, Y and Z and how they can use the theories to manage their small business. After having reviewed each of them, the best leadership style for their small business would be theory Y. This is because whilst the other theories are good theory Y would suit a small business much better. Theory Y offers understanding and support to workers but not to the extent theory Z may or theory X may not. It is the middle ground between both X and Z and whilst X has become outdated for most organisations and theory Z may be unattainable at the moment, theory Y seems like the perfect option for small businesses.
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