Project Management Research Institute

Case Study: Principle-Centered Negotiation in
"Project Vertex"

This case study analyzes the professional negotiation tactics used to overcome a critical
contractual deadlock in Project Vertex, leading to a mutually beneficial agreement and
ultimate project success. The negotiation effectively applied principles from Principled
Negotiation (Getting to Yes) and utilized the BATNA Model (Best Alternative to a Negotiated
Agreement).

1. Project Overview and Deadlock

e Project Name: Project Vertex — Developing a new, highly specialized cloud data

platform in partnership with a key vendor, TechSolutions Inc.

Goal: Launch the platform within 12 months.

The Conflict (Month 3): The project reached a standstill over the Intellectual Property

(IP) Rights for the core integration module developed jointly.

o Our Position (Client): We demanded full, exclusive ownership of the IP, citing our
large financial investment and the module's proprietary link to our existing systems.

o Vendor's Position (TechSolutions): They demanded perpetual, non-exclusive rights
to the IP, arguing the module contained their core algorithmic expertise, which they
needed for future clients.

2. Applying Principled Negotiation

The lead negotiator, the Project Director, recognized that the focus on rigid positions (full
ownership vs. perpetual rights) was creating a win-lose scenario. They shifted the negotiation
to focus on interests, objective criteria, and options for mutual gain.

A. § Separate the People from the Problem
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e The negotiator focused on the technical and contractual aspects, avoiding personal
attacks or blame regarding the delay.

e A ground rule was established to focus discussions solely on future business viability, not
past disagreements.

B. 9 Focus on Interests, Not Positions

The negotiation team conducted a deep dive to understand the true underlying interests of
both parties:

Party Stated Position Underlying Interest

Client Full IP ownership. Risk Mitigation: To protect
competitive advantage and
ensure internal
supportability without
reliance on the vendor.

Vendor Perpetual, non-exclusive Future Revenue: To reuse
rights. their expertise in similar
projects and maintain
market competitiveness.

C. . Generate Options for Mutual Gain (Creating Value)

Instead of arguing over the existing positions, the team brainstormed options that addressed
both the Client's need for Risk Mitigation and the Vendor's need for Future Revenue.

Option Generated Benefit to Client (Risk Benefit to Vendor (Future
Mitigation) Revenue)

IP Segregation Model Client gets exclusive IP Vendor retains full IP
ownership of the ownership of the core
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integration layer (specific
to Client systems).

algorithmic engine
(reusable code).

Royalty-Free Perpetual
License

Client receives a
perpetual, irrevocable,
royalty-free license to
use, modify, and support

the entire module internally.

Vendor is free to sell their
core engine to other
clients but must develop a
custom integration layer for
each.

Escrow Agreement

The full source code is
placed in third-party
escrow for the Client's
exclusive use if the Vendor
goes bankrupt or defaults.

Vendor retains ownership
control while guaranteeing
the Client's support needs.

3. Leveraging the BATNA Model

Prior to the final negotiation, the Project Director carefully developed the Best Alternative To
a Negotiated Agreement (BATNA) for the Client.

e Client's BATNA: Cancel the contract, retain all work done to date, pay a penalty,
and hire a different, secondary vendor (less experienced, but cheaper) to rebuild the

module from scratch.

Client's Estimated Cost of BATNA: 4 months delay + $5M penalty/rebuild cost.
Vendor's Estimated Perception of Client's BATNA: The Vendor knew this would cause
a significant loss of reputation for them.

The final agreement's value was compared against the Client's BATNA to ensure it was a wise

decision.

Final Agreement (The Result)

The parties agreed to the IP Segregation Model combined with the Royalty-Free Perpetual

License:

1. The Client received full IP ownership of the integration layer (satisfying Risk
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Mitigation).

2. The Vendor retained full IP ownership of the core algorithmic engine (satisfying
Future Revenue).

3. The Client received an irrevocable, perpetual license to the core engine.

This solution created a Zone of Possible Agreement (ZOPA) that was outside of the original,
conflict-driven positions.

4. Outcome and Project Success

The negotiation resolved the critical deadlock in just two targeted sessions.

e Schedule Impact: The negotiation delay was limited to two weeks—significantly less
than the four-month delay the BATNA would have caused.

e Relationship: The shift to principled negotiation rebuilt trust. The Vendor saw the Client
was interested in a long-term partnership, not just contractual victory.

e Project Vertex was ultimately delivered successfully, with the strong contractual
foundation ensuring smooth long-term maintenance and support.

Key Learning: Effective project negotiation is not about winning a battle (positions), but
about creating long-term value (interests) and comparing any potential deal to the known
alternative (BATNA). By successfully moving the discussion away from power struggles and
toward creative problem-solving, the PM ensured Project Vertex’s viability.
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