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Abstract 

 
Negotiation is a dynamic and a common activity that most people probably do it at 

some point every day to sort out differences with other people or to get what they want.  For 
managers negotiations are not only common but also essential for dealing with many 
organizational problems.  Negotiating is a pervasive activity that is central to the 
organizational life. Negotiation process has different point of views and interpretations and 
these change from country to country and time to time. No specific theories are available to 
guide organizations in the day to day negotiating activities.  All too frequently one has to 
learn to negotiate by trial and error method. In this study an attempt is made to come out with 
a negotiation index which could be indicative of the effectiveness of the negotiation process 
carried out in five public and five private sector undertakings.  In section I an introduction to 
the importance of negotiation is established. In section II the need for considering this study 
is mentioned.  In section III, a detailed description of the present work undertaken is 
explained. In section IV, the methodology – Multifunctional Criteria Technique (MFCT) 
used for arriving at the Negotiation Index (NI) is described.  In section V concluding remarks 
are given. 
 

I Introduction 
 



Industrial relations which refer to the formal process of consultation and Negotiation could be 
traced back to the era of Industrial revolution [1].  The three important elements of such a 
process are invariably the workers, the organization in which they are employed and agencies 
of the government.  In the olden days, when doctrine of Laissez Fair prevailed, the workers 
were exploited in terms of low wages, long hours of working and miserable working 
conditions.  This exploitation bred seeds of dissatisfaction and this lead to protests.  This also 
made the workers to form trade unions to protect their interests. 
 
 As the technology developed, Industrial organizations grew enormously, interposing a 
new breed of managerial group between employers and workers [2]. The basic inequalities of 
the contracting parties in the employment relationship calls for the intervention by the third 
party i.e. the state in favor of the weaker section to ensure fair treatment to all concerned by 
means of Negotiation.  The government has an important role to play in Negotiations in a 
way of bringing norms to increase and regulate the relationship between employers and 
workers and their trade unions for it has the responsibility of satisfying economic needs of the 
society.  Failure of Negotiation results in disputes causing strikes and lock outs which are of 
great menace to the public safety since they infringe upon the property rights and become 
malicious in their effects. 
Technological growth has rendered work on the shop floor and the office most alike. Job 
content and methods of production are changing with modifications in the size and 
composition of work groups. Shifts in consumption patterns and modern technology have 
displaced artisans such as weavers, potters, carpenters etc., Technical training institutions 
have begun to impart training in skills such as carpentry, weaving jewelry making etc., which 
are used to be the exclusive domain of people belonging to certain castes. In retrospect these 
changes have broken the link between caste and occupation. The skill of artisans has become 
impersonal and mechanical and job performances now depend on dexterity in handling 
machines than exercising ones skill or craft. 
 
Thus, it is imperative that labor Negotiation is necessarily dynamic having a different point of 
view and interpretation from country to country and from time to time. And even in the same 
country according to its value system, social institution, degree of industrialization and 
general level of social and economic development. [3] 
 
Industrial relations include individual relations and joint consultation between employers and   
the employees at the place of work. Negotiation is a very common process taking place in 
most of the organizations wherein disagreement in certain issues like next years budget, 
setting delivery time, deciding the due date of a work assignment, salary, bonus etc., have to 
be settled and made acceptable to those like customers, peers, unions, bankers, government 
etc., who are stake holders in any organizational set up. In a Negotiation process two or more 
parties within one or in different organizations jointly make decisions and do not have the 
same preferences, they are said to be negotiating. It is a pervasive activity that is central to 
any organizational behavior. [4] 
 

II The Need 
 

Modern technological growth and fast industrialization have created a yawning gap between 
management and labor because of the absence of workers owner ship of the means of 
production. Power is concentrated in the hands of a few entrepreneurs, while majority has 
been relegated to the insignificant position of mere wage earners [5]. When people sell their 



services and spend their working lives on the premises of the purchasers of those services, a 
varying amount of dissatisfaction, discontent and industrial unrest are likely to occur. 
Industrial disputes results in enormous wastage of man days and dislocation in the production 
work. Employers suffer heavily through stoppages of production, reduction in sales and loss 
of market, huge expenditure incurred on crushing strikes by engaging police force to protect 
plant and machinery apart from these, loss of mental peace, respect and status in society 
cannot be computed in terms of money [6]. Workers are also badly affected due to loss of 
wages resulting in disruption of family life, personal hardship, mental agonies, and tensions.  
 
Due to strikes and protests, public or society will also get affected, since these result in law 
and order problems necessitating increased vigilance on the part of the state. Strikes and 
lockouts infringe upon property rights and become malicious in their effects [7]. It therefore 
becomes very necessary for both the labor and management to act at the first instance 
amicably in such a manner that it should always be in good spirit of give and take policy 
through congenial atmosphere within the frame work of industrial disputes act.  
 

III Present Work 
 

A total of ten units were selected for this study of which 5 are private sector companies 
covered under the Companies Act of India. The other 5 units are public sector undertakings 
coming under various ministries of the Central Government of India located in the state of 
Karnataka. It was found from minutes of the meeting that the frequency of Negotiation 
meetings was 3 years, number of negotiation meetings held was 107, average time duration of 
each meeting was 6 hours, total time duration for preparation, negotiation and 
implementation was 1200 days. The negotiations were held at the plant level. The agreements 
were drafted by the advocates of the two parties. Copies of the settlement were sent to the 
assistant commissioner of labor for information. With this, Negotiations were said to have 
been completed. 
Primary data were collected about the Negotiations with the help of a questionnaire. Table 1 
through 6 depict responses to the questions (about 81 questions were drafted. These tables 
give only the responses for 6 questions. The response for all the questions could not be given 
due to space limitation.) Show the sector wise comparison of the percentage of Negotiators 
who were aware of the various labor legislation [7, 8, and 9]. 
Table 1: Sector wise Comparison  

Sector 
Responses from Management Responses from Union 

Number of 
Negotiators 

% 
Yes

% 
No

Number of 
Negotiators

% 
Yes 

% 
No 

Private  88 75 25 100 64 36 
Public  102 82 18 120 70 30 
 
Table 2 gives the percentage of Negotiators in management and union who were aware of the 
provisions of the various Labor Legislation acts.  
Table 2: Unit wise Comparison in Public Sector  

Unit 
Number 

Responses from Management Responses from Union 

Number of 
Negotiators 

% 
Yes

% 
No

Number of 
Negotiators

% 
Yes 

% 
No 



6 16 75 25 16 50 50 
7 16 62 38 14 71 29 
8 10 70 30 18 44 56 
9 16 50 50 18 66 34 
10 16 75 25 18 77 23 
 
Table 3 shows the percentage of Negotiators in management and union who discussed the 
problems of their colleagues before preparing the charter of demands. 
 
Table 3: Sector wise Comparison 

Sector 
Responses from Management Responses from Union 

Number of 
Negotiators 

% 
Yes

% 
No

Number of 
Negotiators

% 
Yes 

% 
No 

Private  88 72 28 100 42 58 
Public  102 55 45 120 73 27 
 
Table 4 shows the percentage of Negotiators who set Negotiating objectives. 
 
 
 
Table 4: Sector wise Comparison 

Sector 
Responses from Management Responses from Union 

Number of 
Negotiators 

% 
Yes

% 
No

Number of 
Negotiators

% 
Yes 

% 
No 

Private  88 65 35 100 41 59 
Public  102 72 28 120 73 27 
 
Table 5 shows the percentage of Negotiators in management and union who set Must Get 
Objectives (MGO), Like To Get Objectives (CGO) and Intend To Get Objectives (IGO). 
 
Table 5: Sector wise Comparison 

Sector 
Responses from Management Responses from Union 

% MGO % LGO % IGO % MGO % LGO % IGO
Private  100 64 24 100 46 12 
Public  100 51 26 100 59 29 
  
It was found that, in most of the units, the MGO’s were “To increase productivity and to 
reduce absenteeism” and to enforce the discipline. The ‘LGO’ were “to reduce manpower and 
mechanization”. Table 6 shows the strategies favored by Negotiators in management and 
union sector wise.  
 
Table 6: Sector wise Comparison 

Sector Responses from Management Responses from Union 



Logical 
reasoning Bargaining Coalition Use of 

power
Logical 

reasoning
Bargaini

ng Coalition Use of 
power

Private  23.4 67.6 0 9 6.2 61.8 28.4 3.6 
Public  23.4 71 0 5.6 10 56.8 10.2 23 
 
Table 6 shows that Bargaining is most preferred by the management of both private sector 
and public sector followed by logical reasoning. Responses from the management indicated 
that the preference for coalition was nil. Responses from the union indicated that bargaining 
was the most preferred strategy followed by coalition. Use of power is the third preferred 
strategy for both management and union. 
 
Six Negotiation effectiveness factors which will make Negotiation effective are considered 
and described as follows: 

a. Negotiators Personal Factors (NPF)  
Here the personal factors of negotiators like their Age, Education and their Negotiation 
Experience have been considered. To arrive at the NPF, the above indicators are normalized 
and weighted. (Source: Company records). Higher the value of NPF better is the Negotiation 
Effectiveness. 

b. Legislation knowledge Factor (LKF)  
This factor is arrived at by considering the Yes / No ratio of the responses from both 
management and union. They have been normalized by the weighted average method. Higher 
the LKF value, Effectiveness of Negotiation is better [10]. 
 

c. Total duration Factor (TDF)  
This factor is the total time duration for the preparation, Negotiation and implementation of 
the settlement. Lower the value of TDF, Negotiations are more effective [11]. 
 

d. Communication Effectiveness Factor (CEF)  
The values of CEF are determined by considering the Yes / No ratios or the No / Yes ratios. 
The responses from the management and union have been normalized by the weighted 
average method, for the use in this analysis. Higher the value of CEF better is the Negotiation 
Effectiveness [12]. 
 

e. Total Emoluments Factors (TEF)  
This factor is calculated by considering the average total percentage increase in the 
Emoluments with respect to the charter of demands. Higher the TEF value better is the 
Negotiation Effectiveness. 
 

f. Success Rate of Charter of Demands (SRC)  
This factor chosen in determined by taking the ratio of the total number of demands placed by 
the management and the union to the total number of demands successfully negotiated and 
settle (Source: Company Records). Higher the success rate, higher is the Effectiveness of the 
Negotiation [13]. 
The above Negotiation effectiveness factors and their values with respect to the private sector 
and public sectors are depicted in the Tables 7 and 8 respectively for Private and Public 
Sector Undertakings 
The multifunctional contribution of the Negotiation effectiveness factors towards the 
Negotiation Index (NI) is analysed using Multi Functional Criteria Technique. It is a 
powerful modeling and simulation method which is used to determine the index whenever the 



contributory factors are multifunctional in nature [14, 15]. An attempt is made to relate the 
Negotiation Index to the percentage increase in productivity. The Negotiation Indices are 
used to arrive at a Comprehensive Negotiation Index (CNI). Finally the Universal 
Negotiation Index (UNI) which reflects the percentage increase in the productivity of both 
private and public sector organizations are computed. 
 

IV Methodology 
 

A linear 0 to 10 scale has been defined. Zero preference number is assigned to the minimum 
value of the effectiveness factor and preference number 9 is assigned to the maximum value 
of the effectiveness factor considering their negative or positive contribution towards the 
effectiveness. From the concept of utility one can understand that having fixed the lower and 
upper limits on linear scale the intermediate values are logarithmic in nature. Therefore, a 
factor A is determined, which can bring in the logarithmic relationship between the 
intermediate factors. The intermediate values for other factors are calculated using equation 
2. These values are depicted in the form of morphological tables 9 and 10. 
 

Table 7: Morphological Table for Private Sector  

Negotiation  
Effectiveness 
Factor 

Unit –1 Unit –2 Unit –3 Unit –4 Unit –5 

NPF** 3.51 3.05 3.81 3.20 3.43 
LKF** 0.36 0.32 0.38 0.49 0.35 
TDF* 170 175 90 154 92 
CEF** 0.25 0.49 0.37 0.29 0.28 
TEF** 28 40 32 48 45 
SRC** 100 100 95 93 96 
Scale – 0 to 10  
* Lower value is preferred more  ** Higher value is preferred more.  
 

Table 8: Morphological Table for Public Sector  

Negotiation  
Effectiveness 
Factor 

Unit –6 Unit –7 Unit –8 Unit –9 Unit –10 

NPF** 4.21 3.87 4.52 3.69 4.45 
LKF** 0.62 0.56 0.77 0.66 0.79 
TDF* 960 1080 903 905 1200 
CEF** 0.33 0.41 0.36 0.35 0.38 
TEF** 85 92 72 95 80 
SRC** 92 90 94 92 88 
Scale – 0 to 10  
*Lower value is preferred more  ** Higher value is preferred more.  
 
 



P = A Log10
     Max Value of the factor
Minimum value of the factor

Equation - 1

 

P = A Log10 Value of factor to which 0 is assigned
Equation - 2Value of factor to which preference number is to be assigned

 
The values so obtained are arranged in the form of preference number tables 9 and 10. The 
weight so chosen for the factors is multiplied by the corresponding preference number and 
the values are recorded in the weighted preference number table for both private sector and 
public sector undertakings. 
Percentage average increase in productivity of all ten units versus Negotiation in indices is 
plotted on a graph [Figure1]. 
Table 9: Preference Number Table for Private Sector  

Negotiation  
Effectiveness 
Factor 

Unit –1 Unit –2 Unit –3 Unit –4 Unit –5 

NPF 5.68 0 9 1.94 4.75 
LKF 2.48 0 3.63 9 1.89 
TDF 0.39 0 9 1.73 8.71 
CEF 0 9 5.25 2.08 1.61 
TEF 0 5.95 2.22 9 7.92 
SRC 9 9 2.64 0 3.93 

 

Table 10: Preference Number Table for Public Sector  

Negotiation  
Effectiveness 
Factor 

Unit –6 Unit –7 Unit –8 Unit –9 Unit –10 

NPF 5.85 2.11 9 0 8.3 
LKF 2.66 0 8.33 4.29 9 
TDF 7.05 3.33 9 8.93 0 
CEF 0 9 3.1 2.53 5.99 
TEF 5.38 7.95 0 9 3.42 
SRC 6.06 3.06 9 6.06 0 

Table 11: Relative Importance of Effectiveness Factors weights Table  

Negotiation Effectiveness Factor Weights 

NPF 0.25 
LKF 0.20 
TDF 0.15 
CEF 0.15 



TEF 0.20 
SRC 0.05 

TOTAL 1.00 
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V Conclusion 
 

If the Negotiation process is carried out in an optimal manner, most of the Negotiation would 
be fruitful from the point of view of both employer and employee which would certainly 
enhance the productivity. From the statistical analysis and modeling, it could be concluded 
that Negotiation Index (NI) increases up till 5. The increase is quite significant (i.e. 15% to 
35%). After an Index of 5 the increase in productivity is marginal. (35 to 40%). The value 
remains stabilized beyond an NI value of 5.5 (Figure-1). Hence the contribution of the 
Negotiation factors to wards productivity beyond an NI of 5 is only marginal. 
In public sector units (Figure-2) as the NI increases up to 5, increase in productivity is 
significant (30 to 42%). After and Index of 5 the increase in productivity is marginal (42 to 
43%). Therefore the contribution of the Negotiation factors towards productivity beyond an 
NI of 5 is only marginal. This is also in confirmation with the law of diminishing returns.  
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