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William G. Ouchi (1943- Present)                                                              
 

William George Ouchi, a noted American Professor of Management, came to limelight after 

suggesting Theory Z in which he made comparisons between American and Japanese 

corporations. After studying organizational structure and management practices of the 

firma of both the countries, he gave credit to effective management and involved workers 

for economic miracle in Japan. He pointed out the reasons of failures of American firms 

and said same Japanese corporations can serve as models for American firms.  

The success of Japanese firm is due to better management. In America the emphasis is 

however, not on management. Ouchi writes, “As a nation, we have developed a sense of 

value of technology and of scientific approach to it, but we have meanwhile taken people 

for granted. Our government appropriates hundreds of millions of dollars for research on 

new techniques in electrical engineering, physics and astronomy. But almost no funds got 

to develop our understanding of how to manage and organize people at work, and that is 

what we have to learn by studying the Japanese.” In one of his article Peter F. Drucker also 

said, “Entrepreneurs (of the USA) of an earlier generation neither had nor wanted to 

acquire the weight of accumulated knowledge on managing people, communication itself 

As Ouchi emphasized use of quality control circle, a brief description of it is in order. 

Originated in Japan, a quality control circle is a relatively autonomous work unit with a 

small group of workers led by a senior worker. It focuses on improved working conditions, 

morale and recognition of worker achievement. Most of the companies in Japan have QC 

circles.  

He also emphasized participative management and consensus decision-making if Theory Z 

is to work. The participative process is one of the mechanisms that provides for the broad 

dissemination of information and values within the organization, and it also serves the 

symbolic role of signaling in an unmistakable way the cooperative intent of the firm. In 

Theory Z companies the decision-making may be collective, but the ultimate responsibility 

                                                           
Source: Mathur Navin (2004), Management Gurus: Idea and Insights, National Publishing House, 
Jaipur                                                  
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for decisions still resides in one individual. It is doubtful that westerners could ever 

tolerate the collective form of responsibility that characterizes Japanese organizations. 

According to Ouchi and Wilkins, organization culture may be best understood as a 

continuation of the main line of organizational sociology, which has always focused on the 

normative basis and the shared understandings that, through subtle and complex 

expression, regulate social life in organizations. 

Ouchi and Bolton thus suggest that a better outcome for society may be achieved by 

favoring the Japanese remedy with respect to the following provisions: 

1. Enact new legislation which further clarifies the legal status of collaborative R & D 

ventures, 

2. Establish, within the Department of Commerce or another agency, an office which can 

coordinate administrative efforts within government in support of collaborative R & D, 

and  

3. Stimulate commercial generic research through a new policy which will provide for a 

combination of public and private funds. 

Without legal, administrative and managerial effort, full use of the important 

organizational innovation represented by the horizontal research collaborative, will not 

occur. They conclude that a ‘natural’ economic system, one governed entirely by markets, 

may not always achieve the most socially desirable outcome. 

It is also reported that the “Japanese will train their smartest engineers to identify 

problems, then put them on the shop floor.” As per Theory Z propounded by Ouchi, there 

must be mutual trust between management and the workers. Besides, it emphasized 

integration, teamwork, wholistic approach and collective decision-making. 

The characteristics of Type Z organizations, howsoever relevant under Japanese 

conditions, cannot be applied in India in toto. For instance, as stated by Srinivasan, while 

lifetime employment—a feature of Japanese management—resulted in increased loyalty 

in Japan, permanency in employment in India provided a sense of security and reduced 

productivity, discipline and order. Srinivasan has further stated that because of too many 

diversities, “the right organizations to adopt Japanese management would be small and 

medium-sized ones, where everyone may have reasonable familiarity with other 

individuals and their activities in the total organization.” However, large organizations can 

also adopt Japanese management style in decentralized structure through measures like 

removal of differences between management and workers, worker education, consultative 
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process in operations and planning, a non-political enterprise unions, incentive for long 

stay, job rotation, etc.” 

Ouchi has also been criticized because he did not accurately describe the Japanese 

conditions. Hampton writes, “In Japan other evidence suggests that managers may be 

more autocratic, organizations more bureaucratic, career paths more specialized, 

employment less stable for many, and employees less satisfied than Ouchi seems to think. 

Superiors may consult subordinates on decisions rather than share in decision-making in 

egalitarian way, and they may do so out of necessity formed of lack of knowledge rather 

than some exotic cultural pattern of respect for subordinates. It is not demonstrated that 

satisfaction or belongingness cause productivity, or that Theory Z organizations are more 

successful than non-Theory Z organizations.” For these reasons, Hampton concludes that 

Theory Z is a stimulating idea than a theory whose validity has been proved. 

Ouchi pointed out the importance of quality circles. However, it should be noted that while 

QC bring immense benefit to the individual members, they are not a panacea for all ills. 

Evidently, while quality circles may help in personal development and satisfaction of 

individuals, they cannot be taken as a panacea for all ills. Thus, what Ouchi advocated 

cannot be accepted blindly. Hampton notes that as matter of fact “the rise and projected 

fall of quality circles is related to the naive expectation that patterns of behavior that fit in 

one corporate or national culture can be sustained in any culture without sophisticated 

and sustained efforts to achieve congruence between the management ‘package’ or 

technique and culture. 

Application of Theory Z is indeed vital for corporations in America and elsewhere. Toffler 

also cautions American corporations and says; “some firms are already beyond rescue: 

they are organizational dinosaurs. These are non-adaptive corporations, many of which 

will disappear between now and the not-too distant turn of the century. Companies with 

household names and famous products; companies with assets in the billions; companies 

with tens, even hundreds of thousands of employees; companies with enviable reputation 

on Wall Street and seemingly unassailable positions in their markets—all are at risk…the 

corporate environment has grown increasingly unstable, accelerative, and revolutionary… 

The adaptive corporations… needs ‘managers of adaptation’ equipped with a whole set of 

new, non- linear skills.” Even companies that have been successful should note, as Toffler 

further says, “Nothing is more dangerous than yesterday’s success.” In fine, harmony and 

teamwork must be stressed. Corporations must be adaptive, besides being innovative, to 

be effective. 


