Since the late 1990s more than 25 domestic steel companies have filed for bankruptcy.  A combination of low prices with strong competition by foreign competitors and so called “legacy costs” of unions are cited as the primary reasons why so many steel companies are filing for bankruptcy.  In 2002, as Brownstown Steel Corp. was in the process of restructuring its loans to avoid bankruptcy, its lenders requested that the firm disclose full information about its revenues and costs.  Explain why Brownstown’s management was reluctant to release this information to its lenders.
The Brownstown Steel Corp. has a better stance and opportunity for negotiations provided they do not reveal and disclose all their information as the lender requested. Releasing the information is not in the best interest of the Brownstown Steel Corp. the lenders will maximize on the information they find in if Brownstown discloses its revenues and costs. Maximizing on the information will grant them a better bargaining position and power, which the lenders may use into squeeze as much benefit for their company as they can from Brownstown (Sherratt, 2016). The latter will bulge from any pressure from the lenders, mostly from the imminent threat of bankruptcy. Information that could sum up the collateral set by the lender should be adequate for the lender (Legal Information Institute, 2013). The latter firm also has more documents that are financially appropriate for the lenders to process and hand them the loan. If Brownstown do not submit the requested information to the lenders, they retain some sort of bargaining power since the lender cannot use the information to exploit the former. It is possible that an open negotiation without disclosure of revenues and cost could lead to a more generous lender, and reduce the risk factors that could expose the firm to exploitation. 


References
Legal Information Institute. (2013, November 1). 34 CFR § 682.205 - Disclosure requirements for lenders. Retrieved February 2020, from Legal Information Institute: https://www.law.cornell.edu/cfr/text/34/682.205
Sherratt, L. (2016). From Empowerment to Exploitation: MFIs and their Borrowers. Retrieved February 2020, from Oxford Scholarship Online: https://www.oxfordscholarship.com/view/10.1093/acprof:oso/9780199383191.001.0001/acprof-9780199383191-chapter-3


