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Executive Summary (Refined):

This case study explores the negotiation strategy between Building Contractors of Toledo
(BCT) and Steel Fabrik, Inc. (SFI), focusing on how BCT can secure favorable terms while
managing project execution challenges. From BCT’s perspective, the case emphasizes

negotiation tactics, internal project coordination, and performance management in delivering
a $6 million steel fabrication plant for SFI in northwest Ohio.

The situation has reached a critical stage, with risks of cost overruns, client dissatisfaction,
strained communication, and potential reputational damage for BCT. Despite these
challenges, the project represents a strategic opportunity: SFI has indicated plans to 1ssue

future contracts across the Great Lakes region, positioning this project as a potential gateway
for long-term business.

Ultimately, this case underscores themmportance of strategic bidding, adaptive project
structuring, and relationship-based project delivery. For BCT, success hinges not only on
meeting technical project goals but also on managing negotiations effectively, rebuilding
client trust, and ‘establishing a foundation for future partnership with SFI.

1. Introduction
This case study explores the negotiation dynamics and project management challenges

encountered by Building Contractors of Toledo (BCT) during the development of a steel
fabrication facility for Steel Fabrik, Inc. (SFI) m northwest Ohio, USA.

BCT, having secured the contract with a low bid, 1s already operating with a narrow profit
margin. The frequent changes requested by SFI are compounding financial pressures, while

miscommunication and growing distrust between both parties have escalated tensions,
creating a challenging negotiation environment. Despite these difficulties, BCT recognizes




This report analyzes negotiation strategies and frameworks that can help BCT address
immediate project concerns while fostering long-term collaboration. It explores the use of
collaborative problem-solving, cost-benefit evaluation, BATNA (Best Alternative to a
Negotiated Agreement), and the Seven Elements Framework (Fricker & Griinbacher, 2008)
to guide effective negotiation and strengthen ties with SFI.

2. Project Background:

This case study centers on the negotiation strategy and project team management challenges
faced by Building Contractors of Toledo (BCT) 1n theiwr ongoimng collaboration with Steel
Fabrik, Inc. (SFI). The focus 1s a construction project mvolving the development of SFI’s
new steel fabrication facility i northwest Ohio.

Throughout the project, SFI has introduced several revisions to the original plan. While
earlier changes were manageable, a recent and substantial request to incorporate avail traiiic
channel has mtroduced significant complications. This addition requires Turther design
approvals and construction adjustments, threatening both the budget-and timeline.

In contrast, BCT views the repeated modifications as a strain on both the schedule and
financial resources.~The latest request alone 1s projected to add at least $150,000 1 unplanned

costs—posing a serious challenge under the project's tight margins.

3. Project Situation Assessment

The steel fabrication plant project undertaken by Building Contractors of Toledo (BCT) for
Steel Fabrik Inc. (SFI) has reached a critical phase. Originally planned to be completed
within 18 months with a $6 million budget, the project has progressed through key stages
such as site preparation, foundation work, and partial structural construction. However,
frequent design changes mtiated by SFI—especially the latest demand to imntegrate a rail
traffic system—have disrupted progress, endangering both the schedule and the budget.




Communication between BCT and SFI has shifted from cooperative to reactive. Change
orders have increasingly arrived without prior discussion, causing tension—especially
through immpersonal channels like email. SFI has mterpreted a recent letter from BCT’s

project manager, requesting a formal negotiation, as a potential sign of resistance. The
outcome of the upcoming negotiation will be pivotal in determining 1f the project can be

realigned with 1ts original objectives.

Key Project Risks

1. Schedule Risks and Delay Potential

The repeated change requests from SFI have already caused delays. Each adjustmefit requires
time-consuming re-approvals and design alterations, extending fabrication tumelines. The rail
traffic request alone could delay the project by at least six weeks.

3. Client Relationship Risk
Maintaiming a streng relationship with SFI 1s vital for future work. However, frequent and
sometimes unrealistic demands from the client are testing the limits of cooperation. BCT

must navigate a delicate balance between fulfilling SFI’s evolving needs and managing
internal constraints.

SWOT and Vulnerability Assessment— BCT1's Perspective

Strengths




Weaknesses

e The budget 1s severely constrained due to underbidding.

Profit margins are mimimal, Iimiting flexibility for change orders.

e Internal pressures and leadership challenges, particularly mmvolving the project
manager.

e Resistance and slow response to changes have strained the client relationship.

Opportunities

Threats

Ongoing scope changes threaten both timeline and budget.
Project failure could harm BCT’s reputation and client trust.

Continued friction may cause SFI to seek other contractors.
Competition may take advantage of the situation to win future SEI projects.

Planning and Conducting the Negotiation

To navigate this high-stakes negotiation effectively, BCT and SFI must utilize structured
negotiation frameworks that clarify their respective needs, limits, and potential compromises.

7.1 Negotiation Techniques




BAINA (Best Alternative to a Negotiated Agreement)

BCT must 1identify its best fallback position before the negotiation. This might include
agreeing to changes only 1f SFI provides additional funding or extends deadlines. A clear
BATNA helps ensure BCT doesn’t accept terms that would lead to a financial loss.

7.2 Models and Frameworks for Negotiation Planning

The Seven-Element Framework:
Developed by the Harvard Negotiation Project (Wanis & St. John n.d.), this model provides a

comprehensive approach to negotiations that moves beyond simply debating over-price or
fixed positions (Gray, Gray & Zeleznikow 2011).

The second element, Options, explores potential solutions that could satisfy both parties.
Some possible strategies might include prioritizing critical changes, deferring less urgent
ones, eonsidering lower-cost alternatives, or introducing performance-based incentives to

balance-quality and time pressures.

The fourth element, Legitimacy, 1s about using objective standards to validate arguments.
BCT mght reference industry norms, engineering constramts, or fimancial data, while SFI

could present logistics needs or projected growth figures to justify their requests.




8. Company Analysis — SFI (Negotiation Counterpart)

Steel Fabrik Inc. (SFI) holds a strong negotiating position, thanks to its financial stability,
long-term mmvestment strategy, and influence as a global corporation. The Ohio facility marks
the begimning of 1ts expansion across the Great Lakes region, positioning SFI as a highly
attractive client for construction firms. With support from local authorities and political
figures, SFI’s project garners significant interest.
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Failing to make necessary design changes could also affect SFI’s operational efficiency in the
long term. Thus, despite their strong position, SFI must negotiate carefully due to mtermal \and
external pressures.

9. BC1 Project Team Performance Review
The BCT team has shown mixed results. While some\progress has been made on core

construction activities, poor handling of change orders and ineffective communication have
created friction and setbacks. Despite having skilled team members, a lack of coordination
across departments and no standardized process for addressing scope changes has

undermined overall efficieney. Leadership must focus on improving interdepartmental
cooperation and buildurg flexibility to better meet client expectations.

10.-Project Performance Improvement Strategies
To mmprove outcomes, BCT should focus on refming processes and boosting collaboration.

First, a robust and flexible change control procedure should be implemented, mmcluding clear
review mechanisms, deadlines, and dedicated teams to handle each request (Kettinger &

Grover 199)).

i

Improving team and stakeholder engagement 1s equally important (Maak 2007). Team leaders
should be empowered to make decisions and be held accountable. Regular updates and
reporting, with shared tools such as dashboards, can help momnitor cost, progress, and design




Lastly, to get the project back on track, BC1 must eniance adaptability without losing
structure by aligning iternal operations and establishing clear, open channels with SFI.

11. Conclusion

The negotiation between BCT and SFI represents a pivotal moment in the project. Although
BCT secured the contract with a low bid, this has left little financial room to manage scope
changes. Adding rail access to the plant introduces cost and time risks but reflects SFI’s

broader operational needs.

Successfully negotiating a solution will not only help complete the current project but may
also position BCT as a preferred parter for future SFI expansions, bringing long-term

growth and stability.

12. Recommendations
To steer the project tawatd success, the followmg steps are advised:




