
A STUDY ON THE EFFECTS OF EMPLOYMENT RE-
LATIONS ON ORGANIZATIONAL EFFECTIVENESS

INTRODUCTION:

The Report of National Commission on Labour (1995), 
envisaged “A quest for industrial harmony is indispens-
able when a country plans to make economic progress 
is bound up with industrial harmony inevitably leads to 
more cooperation between employer and employees, 
which result in more productivity and thereby contrib-
utes to the all round prosperity of the country. Industri-
al progress is impossible without cooperation of labour 
and harmonious relationships with them. Therefore, it 
is in the interest of all organizations to create and main-
tain good relations between employees (labour) and 
employers (management).
 The “Employment Relations (ER)” is a relationship be-
tween an employee and an employer. This direct rela-
tionship may be mediated by two other key institutions 
of Industrial Relations (IR).The Trade Union (or more 
rarely a non-union collective representing the employ-
ees) and the State (Paul Edwards 2003)

1.It is a well-known fact that the credit for applying the sys-
tems concept to Industrial Relations goes to Dunlop (1958)
2.It is within this perspective that Dunlop analyses in-
dustrial systems as a subsystem of society “An Industri-
al Relations System at any one time in its development 
is regarded as comprised of certain actors, certain con-
texts, an ideology which binds the Industrial Relations 
system together and a body of rules created to govern 
the actors at the workplace and work community.” The 
main actors are Employee, Employer and the State.

  
A sound Industrial Relations  System is one in which re-
lationships between management and employees (and 
their representatives) on the one hand, and between 
them and the State on the other, are more harmonious 
and cooperative than conflictive and creates an envi-
ronment conducive to economic efficiency and the mo-
tivation, productivity and development of the employ-
ee and generates employee loyalty and mutual trust. 

1.1 OBJECTIVES OF THE STUDY:

To assess the Industrial Relations performance in a pub-
lic sector enterprise and the interconnected nature of 
Employment Relations System.

To examine the impact of Industrial Relations on Eco-
nomic Performance in the organization.

To evaluate the effects of Quality of working Life (QWL) 
initiatives  and other employee involvement  strate-
gies.

1.2 THE MODEL FOR THE STUDY: 

The model of the issues for the study is outlined in the 
Figure 1. The Industrial Relations System and its per-
formance at work place are seen being influenced by a 
variety of external environment, demographic, organi-
zational and historical factors.
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For the purpose our study, the focus is on the causes 
of variation in the properties of the IR System and 
discovering the effects of variations in these prop-
erties on organizational effectiveness. The perfor-
mance of the IR system is expected to influence 
organizational performance primarily through its ef-
fects on labour efficiency, productivity, and product 
quality. Quality of Work Life (QWL) initiatives and re-
lated interventions are seen as strategies for chang-
ing the work organization and relationships among 
workers, supervisors, managers, and union leaders 
so as to produce improvements in the Industrial Re-
lations system and its outcomes (Goodman, 1979)3
Of late a number of companies and unions have been ex-
perimenting with new strategies for improving the per-
formance of their bargaining relationships at the plant 
level through what generally have been labelled “Quali-
ty of working life”(QWL) programmes. These QWL pro-
grammes represent the efforts to establish direct chan-
nels of communication between employees and their 
supervisors, involve employees in shop floor decision 
making. It is through this process that the participants 
hope to improve both organizational effectiveness and 
psychological rewards workers obtain from their jobs4.   
Katz, Kochan, and Gobeille (1983) 4 have found that 
the IR system at the plant level influenced economic 
performance through three interrelated routes: (1) 
the effectiveness of the management of conflict in 
the union-management relationship, (2) the motiva-
tion, commitment, and behaviour of individual work-
ers and work groups, and (3) the rules and practices 
governing the allocation and use of human resources. 
The result of their study provided support for 
the proposition that the measures of IR perfor-
mance at work place, such as grievances and dis-
cipline rates, union management climate and ab-
senteeism are systematically interrelated and also 
related to measures of economic performance such 
as direct labour efficiency and productivity and quality.
Thus, the objectives and the hypotheses of the study 
are derived from the above model and literature.

1.3 HYPOTHESIS OF THE STUDY:
 

The performance parameters of Employment Rela-• 
tions System have interconnectivity.

The performance of “Work Place Employment Rela-• 
tions” has influence on Economic performance such as 
labour productivity and quality.

The efforts of Quality of working Life (QWL) have 
influence on the performance of “Work Place Em-
ployment Relations” and Economic performance

1.4 SCOPE OF THE STUDY:
 

Theoretical propositions are developed by integrat-• 
ing research on organizational behaviour, Industrial Re-
lations, and micro-economics. Thereby, the importance 
of linking concepts and analytical techniques from 
these fields is illustrated in this study.
It assesses the relationships among Industrial Relation 
system determinants Quality of Working Life improve-
ment initiatives, and selected measures of organiza-
tional effectiveness like labour productivity and quality 
(number of complaints with respect to sales per year) 
based on empirical data.

1.5 THE ORGANIZATION FOR THE STUDY:

 The organization for the study chosen is Rashtri-
ya Ispat Nigam Limited (RINL), Visakhapatnam Steel 
Plant (VSP) a large steel industry, a major Public Sec-
tor Enterprise, located in South India, has introduced 
many novel IR systems and procedures with an ap-
proach of industrial democracy to promote harmo-
nious Work Place Employment Relations. The study 
is special in nature because, the organization has a 
human asset strength of 18000 regular employees, 
identified with more than 20 unions and various as-
sociations, which harnesses industrial peace through 
a culture of participation in a green field situation.

1.6 Determinants OF Industrial RELATIONS: 

The primary function of the Industrial Relations System 
is to establish procedures and processes for providing 
amenities and facilities for the health, safety and wel-
fare of employees is an important duty of management. 
However, it is only one part of management’s duty to 
provide and maintain a working environment that is 
safe and without risks to health. Amenities and facilities 
are integral to the health, safety and welfare of employ-
ees. The measure of safe working environment could 
be number of reportable accidents or rate of accidents 
which is related to the performance of Industrial Rela-
tions and economic performance of the Organization.

Figure1
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Another critical function of the Industrial Relations 
System is to establish procedures and processes for 
addressing and resolving conflicts or problems that 
arise between employees and management. Effective-
ness of these formal negotiation and conflict resolu-
tion mechanisms are directly related to organizational 
effectiveness. Thus the volume of grievances can be 
symptomatic of the success or failure of the parties to 
resolve differences on a more informal basis or at early 
steps of the formal procedures. Therefore the number 
of grievances most likely signals obscure problems in 
the conflict resolution/problem solving systems in the 
plant. Thus it is expected that plant level measures of 
grievance rates should be systematically related to the 
measures of Industrial Relations performance. 
The motivation, attitudes, and behaviour of individuals 
and informal work groups can exert an independent 
effect on organizational performance as well. A wide 
range of theoretical arguments suggest that individual 
employee ability, motivation, and participation in job 
related decision-making will affect both organizational 
effectiveness and individual employee satisfaction. To 
the extent that employees have the ability and will-
ingness to make suggestions and to participate in the 
search for ways to improve job performance and to the 
extent these efforts can be maintained overtime, high 
levels of individual employee motivation/commitment/
participation should lead to improved organizational 
effectiveness and employee satisfaction.
Another aspect of individual behaviour that is expect-
ed to be related to the Industrial Relations outcomes 
is the absenteeism rate in the plant. In any event, the 
costs levied by high rates of absenteeism should exert 
an independent effect on organizational performance 
regardless of the relationship between absenteeism 
and the Industrial Relations outcomes.
Therefore it is expected that the measures of the vol-
ume of grievances, employee participation in sugges-
tion programs, attitudes and absenteeism rates to be 
related to the Industrial Relations performance mea-
sures and to measures of organizational performance. 
These are the strategies to initiate changes that will 
reverse the high conflict/low trust pattern and support 
individual employee participation and involvement. 
To the extent these efforts are successful in increas-
ing trust, employee involvement, and problem solving 
in the short run, they can be expected to lead to short 
run improvements in both employee satisfaction and 
organizational effectiveness, improved trust and prob-
lem solving and more. Participative managerial style 
may also lead to lower grievance rates or settlements 
at lower levels of the grievance procedure.
QWL efforts may also lead to more flexibility in work 
rules. To the extent that these QWL efforts can coexist 
with the on-going distributive aspects of the bargain-
ing
relationship and survive political and economic pres-

sures that challenge these
efforts over time, they can be expected to help organi-
zations maintain higher levels of organizational effec-
tiveness.

1.7 DATA ANALYSIS & FINDINGS: 
 
A sequence of nonrecurring events can be simulated 
via Random Sample. For instance, the probability of 
randomly sampling the integers 1 through n in order 
might be simulated. Random number generation is 
at the heart of Monte Carlo estimates. An estimate 
of an expected value of a function f can be obtained 
by generating values from the desired distribution 
and finding the mean off applied to those values. 
The data considered (Table 1 and 2 at Annexure-1) for the 
study is for last ten years (2004-05 to 2013-14) and com-
pared with Industrial Relations System performance 
measures of the plant and economic performance. Mean 
values and other statistical parameters viz. Standard 
deviation, Minimum and maximum of the QWL & IR per-
formance parameters are derived  and correlation coef-
ficients are calculated and shown in Table 3, Annexure2.

From the Table 3 of Annexure 2 (Correlation coef-
ficients and Analysis) the observations are:  

i. Performance of Working Environment (Reportable ac-
cidents per man –year) and Grievances are moderately 
correlated. This indicates, the grievances and Working 
Environment (safety: Reportable Accidents /man –year) 
are correlated and move together in same line which 
means, if one increase other will also increase.  
ii. Working Environment (safety) Vs disciplinary cases 
are strongly correlated. This means, if more are the 
number of reportable accidents, more will be disciplin-
ary cases.  . 
iii. Employees Involvement through QCs   has impact on 
Work environment (Number of reportable accidents). 
Thus, it is clear that /Work Environment (Safety) and 
Employees Involvement through QCs are strongly and 
inversely correlated.  
iv Samalochana Vs Working Environment (safety) is 
strongly and inversely correlated. This means that more 
samalochana meetings, lesser are the accidents.  
v. Work environment i.e. Safety have greater influ-
ence on labour productivity and observed that they are 
strongly inversely correlated with labour productivity. 
Lesser the accident rate more is the labour productiv-
ity.  
vi. Grievances Vs No. of Disciplinary cases are studied 
and observed that they are strongly correlated. Lesser 
the grievances lesser are the disciplinary cases.  
vii. Grievances Vs No. of DWCC meetings are studied 
and observed that they are strongly and inversely cor-
related. More the Departmental welfare coordination 
committee meetings lesser are the grievances.
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viii. Number of Grievances Vs Labour Productivity is 
studied and observed that they are strongly and in-
versely correlated. Lesser the grievances, more is the 
labour productivity.  
ix. Employee involvement through suggestion scheme 
Vs Absenteeism is studied and observed that they are 
strongly and inversely correlated. More the involve-
ment of employees in suggestion schemes lesser is the 
absenteeism.  
x Employee participation through Plant level Production 
Performance Committee (PLPPC) meetings Vs Absen-
teeism is studied and observed that they are strongly 
and inversely correlated. More number of PLPPC meet-
ings lesser is the absenteeism.  
xi. Employee involvement through QCs Vs Disciplinary 
cases is studied and observed that they are inversely 
correlated.  
xii. Employee involvement Samalochana Vs Disciplinary 
cases is studied and observed that they are strongly 
and inversely correlated.  
xiii. Employee involvement through QCs Vs IR index (ef-
fectiveness of IR performance) is studied and observed 
that they are strongly correlated. More the employee 
involvement through QCs more is the IR index.  
xiv. Samalochana and Labour Productivity is studied 
and observed that they are strongly correlated. More 
the number of Samalochana meetings, more is the La-
bour Productivity.  
xv. The measure of Quality of jobs (P5) i.e. No. of Com-
plaints with respect to sales per year, the mean value is 
0.050, Variance is 0.003 and Standard Deviation 0.055. 
Statistically correlation between Industrial Relations 
System performance Parameter   (IR index) and No. of 
Complaints with respect to sales per year is negligible.

F STATISTIC:
From the tables Table 4 and 5, Annexure 2, it is seen 
that, F- Statistic value is 11.88 with a significance level of 
0.22. This significance level means that there is almost 
no chance that the differences between the means of 
different parameters cause by error. Thus the f-Statistic 
is found to be significant and null Hypothesis is reject-
ed.
CONCLUSIONS:
From the above empirical study it is concluded that the 
significance of Industrial Relation Index will depend on 
Quality of work life (QWL) and IndustrialRelations Per-
formance, Economic Performance, Environmental Char-
actersitics, in turn influenced by the parameters like 
accident rate, absenteeism, grievancesrate, employee 
participation in suggestion scheme, labour productivity 
and QWL efforts like, employee participation in QCs, Sa-
malochna and other participative fora. The correlation 
and regression analysis between the various per

:The performance parameters of Employfor-
mance measures support the hypothesis that
formance measures support the hypothesis that
ment Relations System have interconnectivity.

The performance of “Work Place Employment Rela-• 
tions” has influence on Economic performance such as 
labour productivity.

The efforts of Quality of working Life (QWL) have • 
influence on the performance of “Employment Rela-
tions” and Economic performance.
Thus, we argue that, IR System performance contrib-
utes significantly to the achievement of high levels of 
labor productivity, employee involvement and empow-
erment through various QWL initiatives should be the 
key elements of HR policy. They strengthen the IR sys-
tem and foster the climate of participation, collabora-
tion, and mutual trust in the organisation.
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                               Annexure-1
                Table 1 IR System parameters

                    Volume No: 1(2014), Issue No: 7(July)                                 ISSN No: 2348-4845

                     INTERNATIONAL JOURNAL & MAGAZINE OF ENGINEERING, TECHNOLOGY, MANAGEMENT AND RESEARCH                                              July 2014
                              A Monthly Peer Reviewed Open Access International e-Journal <http://www.yuvaengineers.com/Journal/>                                                                                         Page47



Table 2 Empirical Data for measuring performance of Industrial Relations System of the orga-
nization on the following parameters:

Annexure-2

Table 3:  Intra-relationship with performance variables (Industrial Relations & QWL) as mea-
sured by using simple Correlation coefficients for a Steel Industry (RINL-VSP).

Table 4: Regression statistics analysis

Table 5 ANOVA
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