Charlie Sheldon and Doug Ward:


Expanding Terminal 5


	


Read to the end of the next page.





	Charlie Sheldon and Doug Ward seemed to argue all the time.  





Charlie and Doug were turning an 80 acre container terminal on Seattle’s waterfront into a 180 acre “super terminal.”  At a container terminal, ships filled with goods can stop to be loaded or unloaded; the cargo containers they carry are lifted by gantry crane between ships and trucks.  A typical container ship carries approximately 5,000 40-foot long metal cargo containers.  The containers can be filled with anything from lumber to shoes to computers. 





The terminal Charlie and Doug were expanded had been called a “super terminal” both because it was so big – the size of 180 football fields – but also because it would have a unique component:  this terminal would have an intermodal loading yard featuring two miles of rail tracks right on the dock so that cargo containers could be loaded directly onto trains and then sent across the United States by rail.  





Expanding the terminal had not been easy.  Charlie and Doug had spent nearly $300 million dollars in the process, cleaning up badly polluted land around the terminal, negotiating with Indian tribes for the right to dock ships in their fishing grounds, and constructing the web of rail lines and truck facilities needed to keep thousands of containers a day moving through the terminal.  Both felt their jobs were on the line with every decision they made, so even though they had become good friends, Charlie and Doug argued a lot.  Neither wanted to make a big mistake.





	Charlie Sheldon worked for the Port of Seattle.  The Port is a public agency, which is supported by the taxpayers of King County.  The Port owns Sea-Tac International Airport, Seattle’s Fisherman’s Terminal, and Seattle’s container terminals on the waterfront.  The Port facilitates the movement of over 1 million cargo containers through its terminals each year.  





	Doug Ward worked for APL.  APL is the world’s fifth largest shipping company.  It moves goods all over the world, by ship, truck, and train.  APL had recently decided that Terminal 5, which it had rented from the Port of Seattle for many years, was not adequate to its needs.  It wanted to rent a “super terminal” in Seattle.  Since Seattle didn’t have a terminal big enough, APL asked the Port of Seattle to expand Terminal 5.  APL told the Port it would rent the new, bigger Terminal 5 for 30 years.





	Doug and Charlie had each kept a close watch on the project.  Doug had to know how much the expansion really cost the Port so that APL wouldn’t pay too much rent for the terminal.  Charlie, on the other hand, had to convince APL that all the work the Port was doing was necessary.





	Now the terminal was nearly complete.  But Doug and Charlie had one more problem to solve.  Their problem was what to do with the “option property.”  The option property was a 30-acre piece of property on the far end of the terminal.  It hadn’t been part of the original agreement about Terminal 5 and neither the Port nor APL knew what to do with it.  The option property was polluted.  It would need several million dollars worth of work to get it cleaned and paved so that it could be used.





	Charlie wanted APL to agree to rent the option property along with the rest of the terminal.  Then he could develop it and know the work would be paid for.  But Doug wasn’t sure APL would need this extra property, and he didn’t want to pay for anything he didn’t need.  However, Doug did want the Port to develop the option property anyway, to get it ready to be used just in case APL did decide to rent it sometime in the future.  If APL did need the option property in the future, Doug wouldn’t be able to wait a year or two for the Port to develop it.  He wanted the work done now.





	But Charlie didn’t want to develop the option property unless APL would commit to rent it.  The Port would lose millions of dollars if it developed the option property and then APL decided not to rent it.  At the same time, though, Charlie did want to meet APL’s needs because APL was one of the Port’s biggest customers.  





	Charlie and Doug had been arguing for several months about whether the Port should develop the option property without any commitment from APL.  They couldn’t agree on what to do, so they decided to schedule a negotiation session to decide the future of the option property once and for all.  





	The negotiation session was scheduled to happen that day.  What should Charlie and Doug do now?





STOP
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CONFIDENTIAL NEGOTIATING INSTRUCTIONS FOR


CHARLIE SHELDON





Do NOT share this with Doug Ward





	Charlie Sheldon has asked for your help in negotiating the future of the Terminal 5 option property.  Charlie works for the Port of Seattle and has been managing the expansion of Terminal 5 on Seattle’s waterfront.  





Charlie is going to meet with Doug Ward from APL today.  APL has agreed to rent Terminal 5 for 30 years, but APL has not yet agreed to rent the option property.  





Charlie has told you that he wants to get APL to agree to rent the entire 30 acre option property before he begins the work to fix it up.  However, he has let you know secretly (he has NOT told this to Doug!) that he would be willing to fix up the entire property if APL would even commit to rent part of it.  Charlie’s biggest concern is that he doesn’t want the Port to lose money:  that means he can’t agree to fix up the option property without some way of covering the costs of fixing it up.  If the Port lost millions of dollars on the option property, Charlie could lose his job.





Please help Charlie prepare for the negotiation session by answering the questions on the next page.  (Do NOT share your answers with Doug.)  Then it will be time to negotiate with Doug:
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CONFIDENTIAL NEGOTIATING STRATEGY FOR


CHARLIE SHELDON





Please complete before beginning the negotiation session





1.	What are Charlie’s interests?  That is, what does Charlie want?




















2.	What is Charlie’s bottom line?  That is, out of all the things Charlie wants, what must he get from APL to be willing to agree?

















3.	What do you think Doug Ward’s interests are?  Are they the same as Charlie’s or different?  How?

















4.	After thinking about what Charlie’s and Doug’s interests are, can you think of any ideas that might meet both their interests?  Is it an idea that Charlie should bring up in the negotiation?
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CONFIDENTIAL NEGOTIATING INSTRUCTIONS FOR


DOUG WARD





Do NOT share this with Charlie Sheldon





	Doug Ward has asked for your help in negotiating the future of the Terminal 5 option property.  Doug works for APL and has been working on the expansion of Terminal 5 on Seattle’s waterfront.  Doug is going to meet with Charlie Sheldon from the Port of Seattle today.  APL has agreed to rent Terminal 5 for 30 years, but APL has not yet agreed to rent the option property.  





Doug has told you that he wants to get the Port to agree to fix up the entire 30 acre option property so that it can be used as part of the terminal.  But he does not want to commit to rent it.  He just wants to get the Port to do the work in the hope that APL might decide to rent the option property someday.  





However, Doug has let you know secretly (he has NOT told this to Charlie!) that he would be willing to rent part of the property if the Port would commit to fix up the entire property.  Doug has two big concerns:  





·	First, he doesn’t want APL to lose money:  that means he can’t agree to rent the entire option property until he knows whether he will need it.  





·	Second, he can’t take the risk that the Port will decide not to fix up the option property.  Because if APL does need the option property in the future, Doug won’t be able to wait for a year or two for the Port to do the work.  Doug needs to get the option property fixed up for the lowest cost to APL possible.  If he loses too much money (or doesn’t have the option property ready when it’s wanted), Doug could lose his job.





Please help Doug prepare for the negotiation session by answering the questions on the next page.  (Do NOT share your answers with Charlie.)  Then it will be time to negotiate with Charlie.
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CONFIDENTIAL NEGOTIATING STRATEGY FOR


DOUG WARD





Please complete this before negotiating





1.	What are Doug’s interests?  That is, what does Doug want?























2.	What is Doug’s bottom line?  That is, out of all the things Doug wants, what must he get from the Port to be willing to agree?























3.	What do you think Charlie Sheldon’s interests are?  Are they the same as Doug’s or different?  How?























4.	After thinking about what Charlie’s and Doug’s interests are, can you think of any ideas that might meet both their interests?  Is it an idea that Doug should bring up in the negotiation?
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