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Introduction

Back in mid 50s Laymen Allen ofYale Law School began his writing byarguing that collective bargaining becalled an art as it has not yet become ascience though some of the values ofscience could be vowed in explaining abargaining situation (Allen, 1956). Despitethat the debate over the viability of ap-plication of an efficient bargaining model(Espinosa &Thee, 1989) has emanated,does Allen’s argument still reside in thereal life process of wage negotiation? Inthis paper, the authors have examined thecase of a plant-level collective bargain-ing between union and management tounderstand the role played by those fac-tors that have easy semblances of ratio-nal behavior and yield determinate solu-tion, and those factors for which the au-thors tried to seek scientific explanationin clarifying their roles. Second set offactors identified were strangely difficultto define in terms of their role in utilitymaximization or expected-utility maximi-zation according to decision theory.Though the decisions made by both theparties were more or less pragmatic, theauthors found it difficult to witness ratio-nal behavior as the means to decisions

In this paper, the authors narrate
the experiences of union and
management in six months long
wage negotiations to explain if
the factors that trigger a type of
behavior displayed by parties
across table are predictable and
guided by sheer rationality. The
narrative suggests that most be-
haviors displayed by parties,
strategies adopted, tactics used
and roles chosen were within the
limits of rationality with very few
exceptions. While we are aware
of the determinants of the nego-
tiated outcome that exists in ex-
tant literature, it is much needed
to check if the behavioral mani-
festations that appear are truly
unreasonable or falsely por-
trayed as irrational to reduce pre-
dictability of party’s demand or
offer in subsequent rounds.
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made at every step in a typical plant levelwage bargaining situation.
This paper aims to extend the schol-arship on how parties’ behavior in col-lective bargaining situation is shaped. Weknow a lot by now on what determinesbargaining success and the negotiatedoutcome. Parties’ bargaining power (rela-tive, total), mediator, union-leadership,intra-union and inter-union dynamics,employer’s ability to pay (discretionarypricing power), company’s market share,structure of product market, bargaininglevels, industrial sector, etc., play theirrespective roles in determining negotiatedoutcome (Katz, 1993; Mishel, 1986;Amernic & Craig, 1992; Feuille,Hendricks & Kahn, 1981; Meyer, 1960).Likewise, we know how critical are bar-gaining horizon, initial offer, incrementalincrease in offer, rate at which the offergets changed in every round, alternativesavailable to parties to negotiated outcome,discounts, rapport between the parties,constraints (e.g., splinter union), andarbitrator’s approach to bargaining. Nev-ertheless, are there factors other than thepreviously mentioned ones in explainingnegotiated outcome, especially when ap-parently irrational behavior appeals toscholars and invites criticisms? Is thereanything hidden in the negotiation processthat calls for a detailed examination? Itis imperative to check if these behavioralmanifestations are truly unreasonable orare falsely portrayed as irrational to re-duce predictability of the party’s demandor offer in subsequent rounds. This intotal offers legitimate basis to warrant athorough investigation, and so has thepaper tried doing.

Method

Authors studied a case and createda narration of the bargaining experienceof the parties, where they negotiated forclose to six months to determine revisedwage rates. Names are pseudonyms.Dates and figures are indicative and notactual. Actual names, dates, and figuresare changed for confidentiality reasons.Chief negotiators have remained same inrecent years and hence the necessaryconviction and co-operative behaviorexisted between union and management.This candidness and procedural curios-ity presented the authors with a uniqueresearch opportunity. For several weeksand months, the union allowed the au-thors to observe their preparation andnegotiation sessions. Based on these ob-servations and subsequent interviewswith both the parties, an attempt has beenmade to explain the collective bargain-ing process. A total of 36 in-depth inter-views and 9 participative observationswere made in a span of 70 days. Theobjective in scrupulously reporting therepeated rounds is to undertake a criti-cal review of the negotiations on the useof strategies of negotiated rounds.Though the authors do not claim to comewith a blueprint on the strategic applica-tion of bargaining offers and counter of-fers by parties in determining the negoti-ated outcome, yet sufficient clues aregenerated from where scholars in futuremay try forming new theses.
In the ensuing real bargaining situa-tion, the authors expounded how plantmanagement ran on a rough patch be-fore amicably settling the major strife
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with its labor. Critical analysis of whatcaused the disquiet and factors that con-tributed to stalemate are crucial to grow-ing literature on negotiation process. Es-pecially, by including multiple issues intothe bargaining situation that else could notbe noticed in ordinary circumstances, therole of bargaining strategies was exam-ined. Rules of bargaining describe thefeasible strategies and tactics that canbe used by opposing sides. Self-regard-ing offers or low offers are repeatedlyconsidered as the offshoot of strategicand expectation considerations.
Six Months of Dispute over Pay
Increment

After a few years of serenity in thecollective bargaining situation betweenmanagement and union of Eastern Re-gion Plant (ER-plant) of Rainbow PainLtd. (RPL), some accumulated desiresof both parties have come to the surface,as the existing settlement of December2014 approaches termination. Situationcalls for a fresh contract. Nevertheless,contrary to every second wage-settle-ment that RPL had signed, the one that itwill negotiate in the next two or threemonths is in all probability a far morechallenging one. The settlement in 2014was to regulate working and employment

conditions alongside wage for the next2.5 years. With the expiry of old settle-ment in July 2016, it was union’s alacrityto sign fresh settlement. In keeping thelaw and the existing accord, union ap-pealed for an early submission of theircharter of demands (COD), at least twomonths before the expiry of 2014-settle-ment. The idea was to advance the datesof pre-negotiation talks and not to leaveany slit amid the two settlements. Man-agement acquiesced for speedy negotia-tions. It flaunted cooperation and gesturedinteraction. Union submitted their CODin June’16 inviting wage raise, revisionof employment terms and work-normsthat they deemed fit to get company’sattention. However, RPL in response is-sued a notice of change (NOC) (underSection 9A of the Industrial Disputes Act,19471). The notice sought improvementin labor productivity, revision in output,production norms, and operation methods,change in staffing patterns, work prac-tices and job description of certain jobcategories as if it was the company’scounter charter of demands, a tacticalmove, which firms normally employ in‘productivity bargaining’ (Ian McGregorof British Steel).
Market volatility and successivechanges in RPL’s business may haveprompted a valiant move, dogged by un-usual ‘countering’ position. Still theunion’s disinclination was not predictable,as it has had historically a subservientopponent. Management normally used to

Rules of bargaining describe the
feasible strategies and tactics that
can be used by opposing sides.
Self-regarding offers or low offers
are repeatedly considered as the
offshoot of strategic and expecta-
tion considerations.

1 Section 9A requires an employer to serve a noticeof change before bringing any change in 11conditions of service that the employer believesare prejudicial to workers.
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reconcile demand one after the other toreckon item based payoff. For the firsttime, management showed an astound-ing alertness, which was an unprec-edented move that turned as a setbackfor union. The outcome, however, wasequally (though oppositely) startling.More than the union, average workerssensed uneasiness because of the NOC(Notice of Change). Grapevines on ris-ing company’s expectation triggered un-certainty alongside fear and suspicionamongst workers.
Upon realizing that the approachingnegotiation would warrant more pre-paredness than what it has attained,RPL’s tone turned softer. It had to gainunion’s trust. It has to settle on sharedperception among workers around itsstand, without being predicted as mod-est. Its priorities were engaging labornegotiators to segregate unpretentiousmandates, and split the genuine interestsfrom what the union demanded on paper(likely for concession bargaining). Thatis not all. Recognizing one union as asingle bargaining agent2 was the addi-tional challenge since it has frustratedcompany’s position in the past. Existenceof a splinter group, particularly, when con-tract workers formerly accused the unionfor sidelining them, has upset union-man-agement relationship. Splinter group hadthe required support of contract work-ers. The fraction alleged the union to bein connivance with RPL in keeping thecontract workers outside the negotiations.

So much so, one worker espoused by thesplinter group raised dispute, questioningthe union’s representativeness. Whetherthe union was evocative to endorsechanges in service conditions proposedby RPL was contested. Spat over unionrecognition though was resolved withgovernment’s intervention, the incident‘rang the bell’ and cautioned both of cred-ible threat. Consequently, RPL soughtalternatives instead of feigning tradition-alist standpoint (e.g., incurring waitingcost in the middle of negotiations).
Meeting the labor leaders helpedRPL to find out individual and commonprimacies. RPL listened to workers. Itinformed the union of its concerns aswell. Especially with an outsider leadingunion’s campaign, alongside interfacewith union representatives from shopfloor, RPL built rapport with externalagents too. It familiarized them withcompany’s balance sheet, and inter-plantvariations in the past settlements. RPLwith a bated breath of gaining apprecia-tion plus support from workers made afew but calculated moves. It pushed newinitiatives to reward workers3. Monthlymeetings between managers and theunion were started out to discuss non-negotiable items such as safety, welfare,and discipline. Union, with less skepti-cism, saw unexpected surge in collabo-rative moves. However, for some, it

2 Keeping the ER (Employment Relations) practicein RPL’s oldest plant located in Maharashtra wherethere is legal requirement to recognize union hasextended the practice to plants in other states.

3 Programs launched include celebrating plant day,exempting cap on overtime hours and allowingemployees to work for 75 hours of overtime in aquarter in place of 50 hours, instilling flexibilityand allowing the late comers who do not availcompany transport twice in a month, andinstitutionalizing long service award.
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staged steep tokenism with an ‘agenda’that is far from being overtly expressedby management. A lone protester held“……all these (participative) measuresare employed to get across a soaring pro-duction target and we can make out their(company’s) trick”. “The real roundsmust begin now”, howled a desperateunion who was made to role-play insidethe room during a training program inJune where both parties assembled for‘practical brainstorming’ prior to mainnegotiation.
Therefore, the real concerns were stillveiled, which will be discussed in the ensu-ing section. However, before going into it,RPL’s opening strategies are to be under-stood to see the big picture. RPL discussedthe NOC (Notice of Change), deliberatedon demands concerning employee welfare,and weighed their offer against market ratesto moderate equity issues. Tenet of ‘gradu-alism’ was applied in making every offer.Lump sum was disbursed in phases until 2/3rd of changes in service conditions wereimplemented. Every offer made was toreach worker at regular intervals backedby day-to-day progress in informal nego-tiations with the union.
Lately, the union agreed to ER-plant(Eastern Region Plant) management’sterms. But, the union leader unilaterallymade the union’s resolution. As if, themanagers’ closeness with labor leaders‘paid off’. ER-plant management de-cided to address inter-plant parity by con-ducting wage survey4, although it had a

stand by-plan of approving every non-wage matter, in case of a deadlock. Onthe flip side, most of ER-plant’s planswere pending approval by RPL. Whenthe survey results were presented tocompany’s board, the panel vehementlygraded several union’s demands as non-negotiable. Plant management rear-ranged the COD items to contemplateRPL’s strategy. As per RPL’s directive,an initial pay increment5 offer made onJuly 03 was immediately followed by adiscussion on the (Notice of Change)Management forged ahead with otheroffers that were mostly compliance withpreceding negotiation on Notice ofChange.
Offer, Demand& Counter Offer

A clearly prepared union went to itsfirst tough bargaining session in the plantboardroom on July 03. Managementmade an offer of pay increment at anunexpectedly low rate of Rs. 750 permonth. Intimidated by the offer, the unionblurted out their demand: “We wantRs.7,500 otherwise.” “Otherwise, whatdo you mean?” challenged RPL repre-sentative and the union replied, “at least7,000”.RPL recognized that the demandis ten times of its offer. Consecutivelythe pay-increment was revised from Rs.

4 Data on wage rates in the neighboring factorieswere collected.
5 Pay increment indicates the sum to be added to theexisting wage, which was Rs. 16,600 as per oldsettlement.

Management made an offer of pay
increment at an unexpectedly low
rate of Rs. 750 per month.
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750. By September 01, it rises up to Rs.3,300 by means of half a thousand ru-pees per offer made on an average forseven consecutive times in two monthsby RPL. Exasperated over receiving therevised offer, the union called off the dis-cussion. After a stalemate for a little lessthan a fortnight, the talk started fresh onSeptember 16 with company making anew offer of Rs. 3,850 with the fixeddearness allowance (FDA) and the ser-vice weight (SW) together raised by Rs.50 and Rs. 2.5 respectively from the cur-rent rates. Negotiation post the impassehowever, had a management playing dif-ferent strategy. Management’s offerswere now in alternatives. “Either the fi-nal amount will be dispensed in 1st yearof the settlement with no increase in thesubsequent years or Rs. 3,300 per monthwill be paid in 1st year and Rs. 550 permonth will be added from next year fortwo years”, clarified company represen-tative.
Union called the offer outlandish andraged for an immediate hike. Ten-daylong negotiation ended on September 25.The company, having faced an unbend-ing union hell bent on steep “resistancepoint”, offered one more hike, but merelyby Rs. 100 to base increment pay leav-ing the alternatives, as they were. See-ing the move, union too reviewed its de-mand and dropped it by a half a thou-sand rupees down to Rs. 7,000 besidescutting the FDA and SW rates by nearlyhalf and three and a quarter, respectively.Still there was a hearing denial from thecompany. Therefore, the union furthercondensed it by another thousand bring-ing their final demand to Rs. 6,000. To

match the agility displayed by the union,the company took their final offer to Rs.4,150.
Informal Talks

Alternating offer negotiations, fairlywell made by the ‘beginners’ from bothsides, were terminated. In the beginningof the fourth month, the stage was setfor an informal dialogue outside therealm of negotiation boardroom. Gapwas still wide. Offer was close to 1/3rdof what demanded. Union met withplant management in a restaurant onOctober 16 where the later invited tobring new pay increment demand ontable. Union, however after debatingwithin the group, walked out declaringthat unless the company extends newoffer the talk cannot move. They as-serted that union committee would visitplant from next morning to have meet-ings with workers through shifts. Gatemeetings were proposed too.
As an immediate safeguard, RPLtendered its request for conciliatorytalks to the government on the eveningof October 16. Managers visited unionoffice in the night to persuade them tohave gatherings outside the plant sincecommittee meetings would worsen thesituation. In the face of the deterrents,union committee met on October 17 atvarious plant locations, assembledworkers while they were on duty, andbriefed members about the deadlock.Union committee met the plant headand tried opening a discussion insidethe plant while members were arrang-ing gate meetings. In response, plant
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head delivered a copy of arbitrationnotice. It was the last straw to breakthe camel’s back. “So you have losttrust in us?” yelled a furious commit-tee member. “Company should haveapprised us before referring the mat-ter to government”.
In response, plant head delivered
a copy of arbitration notice. It was
the last straw to break the camel’s
back.

Pre-ordained strike loomed by now.Union submitted strike-notice two dayslater informing that workers would ceaseto work from November 05, in case theirdemands are not met. However, not allworkers were patient, albeit their unionassured 18 days for (conciliatory) talkbefore taking any direct action. Close to25 workers gheraoed6 few managers,shared their concerns on their earning,equity, and related issues. Wildcat-striketook place on the day when strike-noticewas served upon. It was the time for themanagement to get to hear from the‘horse’s mouth’ as to what the workerswanted from the negotiation. Workers’voiced their grievances that were can-did.
“As the living cost in the region washitherto not well matched by what ourcompany paid in the past, it gets most ofus to local money lenders, in turn a rea-

son for our annoying indebtedness andpoor living condition”, lamented a workerduring the wild-cat strike.
However, others were dismayed bycompany’s fondness towards conciliatorystructure. On October 19, the concernover having a third-party arbitrator wasechoed by bigger faction. Within an hour,a dozen more met their bosses and byafternoon, the number touched close totwo-hundred who approached managers.“Most of us after our general shift arewaiting to listen to our bosses as to whythe company invited an external agency(referring to government) to reconcile aninternal matter like wage, particularlywhen our union was talking all the timeto managers on the same issue”, criedout a furious mob.
The managers clarified that submis-sion to government was a routine pro-cess and settlement can still be done bytaking every single worker into confi-dence. However, workers continuedshouting slogans and insisted that thesettlement be done immediately in frontof all. “If the local managers are inca-pable of making commitment then let thetop bosses be invited to resolve the finaloffer”, shouted an angry mob.
With time, a part of intolerant massturned violent and security was broughtin to restrain the soaring militancy. Plantsecurity too failed in the first 30 minutesof the upsurge. On the following day, asan urgent confidence building measure,management met with union, advisedthem to prioritize their demands in orderto resume the staled discussion.”Since

6 Gherao is an indirect action and a coercive methodused by union/workers collective to make theirdispleasure and protest known to managementwith the objective of getting any unfavorabledecision reversed and modified.
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company is keen to come out with solu-tion without more ado we want you tounderstand the seriousness of the matterand submit fresh demand note”, advisedmanagement.
However, the union skipped the talksand was not ready to grant any reduc-tion in their demand. Over the next fewdays, frequent meetings between theunion and management took place butsine qua non was “(management should)make another offer or else the talk can-not begin”. All awaiting issues such astransport, VDA, SWs, and bonus wereexamined, but company notified thatitems such as gratuity, pension, housing,and education shall not be discussed im-mediately and these may be dropped forthe time being. RPL brought in data ofother plants from eastern states.

Unbending as they were never be-
fore, the union however remained
confined to single-point demand:
“Come with a fresh offer greater
than what you have finally made”.

Unbending as they were never be-fore, the union however remained con-fined to single-point demand: “Come witha fresh offer greater than what you havefinally made”. On October 23, the plant-head clarified management’s stand: “Un-less the union reduces the figure, we can-not come forward with further wage of-fer”. Therefore, it was a perfect stale-mate.
Both parties started incurring wait-ing costs to withstand their resistance

points. Union was not certain if the ef-fective date of new settlement shall befrom the day when RPL technically ter-minated the old settlement. Uncertaintyin management’s camp was high too witha credible strike threat. Labor leader insuccessive meetings with its committeebriefed it of management’s stand, but anexternal leader no longer tamed the com-mittee. Union committee feared startingone more discussion since by then morethan two dozen such meetings have bro-ken inconclusively. Thus, showing up‘empty handed’ to members would notbe less than detrimental. However, be-leaguered and desperate managers werenot barred. Few committee memberswere chosen for discussion on bonus,transport, and wage for strike period,mainly to make a breakthrough. Capti-vating on this, the union demanded forbonus of Rs. 1,600. They also demandedthat the company should manage trans-port. They added, “Management shouldnot apply accumulation limit for paidleaves earned by striking workers in lieuof compensating them for strike period”.Unfortunately, the management turned allof them down. Hence, the final-offer ar-bitration (government’s conciliation) wasthe only relief to parties.
Final-offer Arbitration

Conciliatory talk began on October30. Union heralded, revealing their con-cerns. Four major demands that shouldbe immediately negotiated were commonpay increment, variable dearness allow-ance (VDA), conveyance, and an effec-tive date of settlement. Government wasbriefed that RPL has been reluctant in
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adjusting its offer even knowing their bidis only 60% of what has been demandedby union. Starting point of union’s argu-ment was the soaring living cost in theregion and subsequent revision in pay inadjoining industries that RPL has over-looked. Most industries in the localityapplied VDA to offset rising living costand revised it periodically, whereas RPLhas not revised the VDA ever since itwas introduced. Instead, RPL tried re-placing it by fixed dearness allowance(FDA), which unlike VDA is independentof the wage. Besides, the law does notdecide the effective date of the freshsettlement, hence union demanded ‘ret-rospective wage award7’.
RPL tried influencing the conciliatorytalks by correcting union’s final demand,which was Rs. 6,000. It added that thatall factories of RPL follow one set of paypractice to maintain uniformity and soamalgamation of VDA was not doneseparately for Eastern Region Plant.FDA is paid only in Eastern Region Plantto offset inflation similar to what VDAdoes in the adjoining industries. Manage-ment claimed that FDA figures were cor-rected repeatedly. It highlighted its cus-tom of signing prospective settlementsand appealed to discount the 2014 settle-ment as an exception. Arbitrator, uponhearing both parties, suggested RPL toraise the VDA consistent with the re-gional standards, or else disburse the payincrement demanded. Retrospective

7 Retrospective wage award means arbitration/courtaward on wage that is made applicable bygovernment/court from the date immediately afterthe technical termination of an old settlement/award.

wage award was guaranteed. Arbitratorappealed to union to seal a deal beforethe splinter union observes its first anni-versary and cautioned the union of notresorting to strike pending arbitration asit shall then be deemed to be illegal.
Subsequent to the first round of ar-bitration, RPL revised its offer by addinga couple of hundreds to pay increment,besides fixing SW and FDA rates to Rs.2.5 and Rs. 50 respectively, which to fin-ish lifted the average offer to Rs. 5,535as on November 01. When union agreedto not resorting to strike from November05, on the next day company signed ayellow page8 with union committee withbonus fixed at the rate of Rs. 2,100, payincrement at Rs. 4,430, FDA at Rs. 70and SW at Rs. 2.60 once again increas-ing the average offer to Rs. 5,700. Witharbitrator’s intervention, on November 08and 09 in two subsequent rounds RPLfurther added Rs. 150 in each stage fi-nally rounding up the common pay incre-ment to Rs. 4,730, though by now thegratuity was dropped. This was the firstsign of concession bargaining.
On November 16, the chief of RPL’sHR visited the ER-plant, met with laborleaders, and ‘seal a deal’, which at leastthe union-president embarked on. Thedeal suggests common pay increment atRs. 5,080 with SW at Rs. 2.80, FDA atRs. 70 averaging to Rs. 6,302 with an-nual increments revised to Rs. 8.5 perday. Besides, allowances were decidedto be merged such as FDA, house rent,

8 Signing yellow page signifies the beginning of anunderstanding that the parties reach on multipleitems from COD before signing the settlement.
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transport, etc., with common pay incre-ment either from the 1stday of the sub-sequent month for those who have com-pleted 4/5-years of employment or fromthe effective date of settlement, which-ever is later. Additional allowance forthose who do not reside on the companybus route fixed at Rs. 300/month and thesettlement was brought into effect onOctober 01, 2016.
Reaction Time & the Final
Settlement

Upon receiving the final offer, theunion on November 15 arranged gatemeetings to convey the offer to rank-and-file. To their surprise, they faced wrathof the splinter group supported by widelyheld sentiment, not in favor of acceptingthe deal. Suspecting that the union waseither trying to ‘hijack the negotiation’ bynot divulging the correct deal, insteadprovoking workers or has lost controlover the members, so much so that 90%of what the workforce demanded is un-able to lastly satisfy them (Rs. 6,302 is90% of Rs. 7,000).
They faced wrath of the splinter
group supported by widely held
sentiment, not in favor of accept-
ing the deal.

Two days later, management spoketo two most influential labor leaders andexplained that deal has been sealed andreopening it would expose the union’svulnerability.”If needed, we can come (inan open-house) and discuss the dealthreadbare with members. However, un-

less you (the union) steadfastly put outthe offer and make every worker countthe subsequent gains they made out ofthe deal, the ongoing commotion will de-stabilize your (union’s) acceptanceamongst common workers, especiallywith rival group evolving as a credibleresistance”, affirmed a company’s topofficial.
Meanwhile, a group of workerssought explanation from the union onwhether the leadership has succumbedto management’s pressure at the lastmoment and fallen in with company’soffer. Union president was appealed toretort to the popular sentiment andmounting pressure from the majorityworkers orchestrated by the rival union.Union called for a general workers’meeting (GWM) with RPL and arbitra-tor on November 20. Although the arbi-trator insisted that management mayreconsider the common pay increment,yet the six hours long GWM was ad-journed until November 26 with bothparties not moving from its original ne-gotiation position.
A leadership, which has been hitherto apprised by a committee comprisingtop brasses from labor camp, came face-to-face with workers constituting theGWM. Upon hearing from GWM, theunion president met with company’s HR-head and invited him for an extra rise incommon pay increment or one more in-cremental addition, which he felt wouldhelp the union in saving face amidst theturmoil. Adding up need not be neces-sarily in actual wage but benefits, etc.While originally the HR-head conveyed
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his helplessness since the deal was pend-ing approval of RPL’s board, however onNovember 21, after continual plea fromthe union agreed to add extra Rs. 50 tak-ing average close to Rs. 6,452 per month.
Labor leader could impress upon
the union committee and prepared
them to sign the settlement on
December 01 2016.

Upon receiving the nod, union presi-dent on time clarified to both GWM andunion committee that considering the ini-tial offer of Rs. 750 and their final de-mand close to Rs. 6,000, an average payincrement offer of Rs. 6,452 should bewatched by all as a gain, which the work-ers be supposed to allow and close thedeal. Labor leader could impress uponthe union committee and prepared themto sign the settlement on December 012016. Arbitrator was informed overphone. On December 11, a memorandumof settlement under the Act of 1947 wassigned in the office of the arbitrator.
Discussion

The narration of bargaining experi-ence of the union and management re-veals peculiar tenets of bargaining ap-proaches and strategies. There is noth-ing extraordinary about a looming strike,a tiring impasse, individual party enjoy-ing respective strike leverage, party’smisconception of opponent’s expectation,incomplete information, state’s interven-tion, reliance on tri-partism, or informaldialogue in parallel to negotiations. How-ever, there were strange behaviors and

randomness in negotiation rounds. Repeti-tive tests of opponent’s tolerance with-out aiming at actual payoff are not verycommon otherwise. Likewise, tedious yetinconclusive talk and outsider’s presencedid stretch the bargaining horizon with-out any rationality to defend union’s ac-tion. Still, one cannot discount the likeli-hood of apparently irrational moves todisguise the real motives and reduce pre-dictability of one’s actions. All these re-quired the authors to reorganize the ex-amination to find rationale behind out-landish offer or demand and avoidableyet frequent stalemates in the course ofnegotiation.
The phenomenon of “something forsomething” (viz., “something to workerin return for anything for management”)that existed since 1980 might have ini-tially impelled RPL management. Whatis commonly called ‘productivity bargain-ing’ where management serves counter-proposals after receiving union’s COD,is to abandon restrictive and wastefulpractices in return for higher wages. RPLbelongs to a sector that during the timeof negotiation was facing trouble fromjob-less growth and difficult product mar-kets. Hence, the company tried to wincontrol over work allocation. It empha-sizes that manning standards are not ar-bitrarily fixed, but, by Taylorist industrialengineers, an argument, which manage-ment believed the middle-union leadersmight accept. Besides, Eastern RegionPlant is located amidst units where pro-ductivity bargaining already set trend.That could be the reason for managementto not go for minimal negotiation, whichotherwise was company’s practice. Union
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originally was keen to choose minimalnegotiation, but with subsequent roundsfetching small gains for workers createdtenacity and brought patience amongunion negotiators. Consequently, it in-creased bargaining horizon (viz., timetaken by parties in bargaining before botharrive at a negotiated outcome) andraised the bargaining power of both.Since there is no legal backing to sup-port union’s claim for enforcing the ne-gotiated outcome on pro-rata basis, it wentin favor of management.RPL preferredwaiting until the deal of its choice isagreed.
However, as an offshoot of produc-tivity bargaining approach adopted bymanagement, did company commit blun-der by issuing Notice of Change prior tonegotiation? Has RPL made mistake inhaste? Perhaps no, since bringingchanges in a legal way plus changing thebase rate through manipulating the man-ning norms was the safest and elusiveway that management could devise toforce union to receive a conditional of-fer. Today, it is one of the common prac-tices where employers chose to adjustbase rate by changing work norms thatautomatically attracts Section 9A of theAct of 1947. Moreover, employer pre-fers to issue Notice of Change prior tobargaining, as the conciliatory/arbitrationauthority resolves dispute raised by unionconcerning Notice of Change during ac-tual negotiation, thus saving litigation cost

and time for employer. Finally, the No-tice of Change, not the COD, formed thebasis for initial negotiation. This indicatesthat RPL detracted union rank-and-filefrom their demands to management’smandate. Union negotiators in meetingcompany’s expectations as per theirNOC Notice of Change spent more than40% of the total time on negotiations.Besides, majority workers understood theunderlying principle of management’spre-negotiation activities, which was topass on soaring production target in asubtle way.
Seeing that demand is 10 times theoffer, RPL management tactically re-mained offensive by floating counter pro-posals from day one. In seven subsequentrounds without any stalemate the samemanagers who started with approxi-mately 1/5th of the amount corrected thefigure by bringing it to Rs. 3,300/-. How-ever, for the union it was half of whatthey demanded originally. By September,company compounded the pay incrementby nearly 250 percent from the openingbargain. A gap that was 90% of the of-fer between demand and offer on the 1stday, after 90 days and 10 rounds of ne-gotiations dropped to 31%. Still the gapwas significant to prevent the union fromsigning the final wage-settlement.
Although from Rs. 700/- the pay in-crement increased to Rs. 4,150/- with-out major stalemate or without the par-ties applying alternative means to nego-tiations in three months, the next onemonth was spent by management to re-vive the trust and relationship betweenparties, though they seldom succeeded.

The Notice of Change, not the
COD, formed the basis for initial
negotiation.
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But, the negotiated pay increment alsodid not change during this period. Duringthis one month, while union decided toresort to strike, the management, in re-sponse, sought government’s interven-tion. Other than quasi-stalemate like con-dition, this period called attention to greymatters like inconclusive discussion andirrational demands. The time allowedunion to break their demands into pay-and non-pay matters, though the changedformat did not serve workers’ interest.It was only with conciliatory talks throughstate’s intervention, the figures startedrising once again. There was total voidfor almost a month just before concilia-tion. There was a deadlock.
So, when the figures were progres-sively increasing, was it irrational forunion to stall the discussion and inviteinformal talks? No. It was rational andthought out move. First, the union wantedto establish its brinkmanship which theyfelt was crucial to oust the rival group.Union incurred waiting cost to show thatthey too have high bargaining power.Management believed that union’s strikethreat was credible enough for the com-pany to opt for tri-partism. That is why,within a week, management decided toseek help from arbitrator, when the in-formal talk just started. Second, it wasmanagement’s turn to establish contactwith rank-and-file, and hear from horse’smouth. Third, the purpose was to keepcounterpart on toes while the informaltalks are on so that both the parties takeit with equal seriousness. Fourth, it wasfound that most of one month was spentby union in convincing the rank-and-fileand get buy in from those in shop floor.

Likewise, management spent the time ininformal talk between parties to helpunion in selling the proposed offer amongits members. For instance, it was foundthat to make the best use of the impasse,the members of GWM submitted detailedassessment of company’s offer with itemwise gain vis-à-vis their CODs to unionpresident, who being an outsider is oth-erwise distantly connected to workers.External leadership did its part too in fa-cilitating the informal talk between thetwo. Management also used this time toconvince the workers directly about theneed for a third party arbitrator. It wasalso the time for management to segre-gate the demands and prioritize thembased on their understanding of whatworkers truly wanted.
External leadership did its part too
in facilitating the informal talk be-
tween the two.

However, at the end of the concilia-tory talk, why union refused to acceptclose to 90% of their original demand?Has the union or rank-and-file growngreedy with time and behaved irratio-nally? Alternatively, was it fear of splin-ter group that made the recognized unionto negotiate further to impress theworkforce? Why both parties movedfrom their original negotiation position atthe end of general workers’ meeting?Two inferences seem possible from thisdevelopment. First, the offer made by theend of conciliation was 90% of union’soriginal demand, yet greater stake, whichthe company had in getting the dealthrough the union of its choice (viz., the
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recognized union), created opportunitiesfor the union. Two, management wascognizant of the presence of an outsiderin union and to legitimize it and eulogizeoutsider’s contribution to labor power, thecompany chose to offer the outside lead-ership the chance to ‘seal the deal’ withmarginal increase in the final offer fromRs. 6,302 to Rs. 6,452. Above phenom-enon was having countervailing effect aswell. Union negotiators were forced bycompany management to promote, pushand plug the offers before the process isseized by the splinter group and they be-gin misleading workforce.
In India, in the absence of federallaws on compulsory recognition of tradeunion, the employer chose to recognizeunion of their choice rather than tryingout an objective way to determine rec-ognized union like secret ballot or checkoff method. Given the circumstancewhere company has recognized a unionwith which it shares comfort in negotiat-ing, the company tries to accredit lead-ership of the union regardless of whetherposition is owned by outsider or insider.Therefore, RPL management wanted tokeep the splinter group at bay and choseto pay a premium sum of Rs. 150 perworker as it will help in legitimizing theoutside leader’s intervention and boost hisacceptance among rank-and-file. Work-ers’ trust in their leadership will be dou-bly reinforced.
In the absence of complete informa-tion, reducing the demand and increas-ing the offers are the only ways of sig-naling the opponent of whether the partyhas the flexibility or has reached the stage

from where no contract zone begins. Inorder to keep an edge over the opponent,management tried not to meddle with thebasic structure of pay. For example, to‘rule the roost’, company’s negotiatoruntil the last round did not change its po-sition on fixed dearness allowance, al-though they were aware of the localtrend of paying variable dearness allow-ance. Even upon receiving an ultimatumfrom the government, RPL decided tomerge fixed dearness allowance, insteadof changing the format. Company takessuch measures to send signals to unionthat labor power has its inherent limita-tion concerning the scope of bargainingand items that union can include in theircharter.
Majority union office-bearers werein their 50s. Hence, the settlement ac-commodates the interests of those whohave spent more than 20 years with thecompany. Such a move is often made inbargaining where the parties share longrelationship because of which the ne-gotiating teams work with tacit under-standing to satisfy interests of theboundary role persons on union’s side.In the given case, the union was formedin early 80s by the same group of work-ers who are still leading the union thusshareing a complex relationship andconvergenee of interest among the of-fice bearers (Sarker, 2008). Majority ofoffice bearers still hold the position ofnegotiators. For instance, the toughermanning norms were designed to be ef-fective for younger workforce who doesnot have equal representation in union’sexecutive body compared to their eldercounterparts from shop floor.
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Overall, the narration of negotiationexperiences suggests that most behav-iors displayed by parties, strategiesadopted, and tactics used and the roleschosen were within the limits of ratio-nality with very few exceptions. Notion-ally, one may trust or would like to be-lieve that rational behavior is not alwaysdisplayed across the table, but the evi-dences gathered by the authors have notconfirmed the same.
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