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MULTIPLE CHOICE:
On January 1, a customer paid X Company $21,600 in advance for cleaning services. The
cleaning was going to be done once in January, once in February, and once in March, so the
payment was recorded as Deferred Revenue. What will be the result of the adjusting entry on
January 31?
A: a balance of $7,200 in the Deferred Revenue account on the Balance Sheet
B: a $7,200 increase in the Cash account on the Balance Sheet
C: revenue of $7,200 reported on the Income Statement
D: a $7,200 increase in the Deferred Revenue account on the Balance Sheet
Solution
Income to be recorded for the month of January = $21,600 / 3 months = $7,200
Hence, $7,200 shall be recognised as income for the month of January by transferring from
deferred revenue
The adjusting entry shall be
C: revenue of $7,200 reported on the Income Statement.Read less
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	1. Negotiation - Porto  (Porto case).
note: this is a case study so the answers or the solution should be between 3-5 pages and if
possible reference thanks.
Solution
Negotiation
Negotiation has been defined in a variety of ways: “A negotiation is an interactive
communication process that may take place whenever we want something from someone else or
another person wants something from us.”
1 “Negotiation is the process of communicating back and forth for the purpose of reaching a joint
agreement about differing needs or ideas.”
2 “Negotiation is a decision-making process by which two or more people agree how to allocate
scarce resources.” 3 “Negotiating is the end game of the sales process.”
4. For our purposes, we define negotiation as a process of formal communication, either face-to-
face or via electronic means, where two or more people come together to seek mutual agreement
about an issue or issues. The negotiation process involves the management of time, information,
and power between individuals and organizations who are interdependent. Each party has a need
for something that the other party has, yet recognizes that an interactive process of compromise
or concession is often required to satisfy that need. An important part of negotiation is realizing
that the process involves relationships between people, not just organizations. A central part of
negotiation involves each party trying to persuade the other party to do something that is in its
best interest. The process involves skills that individuals, with the proper training and
experience, can learn and improve upon. Good negotiators are not born; they hone these
necessary skills through planning and practice. There are a number of terms with which all
negotiators should be familiar: BATNA, positions, interests, needs, and wants. A negotiator’s
best alternative to a negotiated agreement (BATNA) is also known as the negotiator’s bottom
line or reservation point, that is, that point in the negotiation where it is most advantageous for
the negotiator to walk away from the table and implement his or her next-best option.
5 .A negotiator should take extra caution to ensure that his or her reservation point or BATNA is
never revealed to the other party because the final settlement is unlikely to vary much from that
point.
6. In addition, all negotiation settlements must ultimately be judged in light of the other viable
alternatives that existed at the time of the agreement. A negotiator’s position can be defined as
his or her opening offer, which represents the optimistic (or ideal) value of the issue being
 


	2. negotiated. A position  is the stated demand that is placed on the table by a negotiator. In contrast,
the negotiator’s interest is the unspoken motivation or reason that underlies any given
negotiation position. In many negotiation scenarios, the negotiator’s underlying interests are
unlikely to be expressly stated or acknowledged, oftentimes because they may not be directly
germane to the stated position or may be personal in nature. Sharing the underlying interests
behind a position may cause a negotiator’s power to shift toward the other party, resulting in a
less-than-desired outcome. The negotiator must, in effect, play detective to try and discern the
other party’s interests through a series of open-ended, probing questions. In order to reach a
negotiated agreement using principled negotiation, a negotiator should always attempt to focus
on the other party’s underlying interests, not his or her stated position
.7. The astute negotiator must also be able to distinguish between the other party’s needs and
wants. Needs are considered to be those negotiated outcomes that the negotiator must have in
order to reach a successful outcome to the negotiation. achieved. Wants can also be exchanged as
concessions to the other party during a negotiation because they are not as critical to achieving a
successful conclusion to the negotiation. When a negotiator is planning an upcoming negotiation,
it is imperative to prioritize all of the potential issues to be negotiated into needs and wants,
thereby knowing what must be achieved and what can be exchanged for something else of value.
A simple negotiation planning tool, called “Triangle Talk,” can help the negotiator begin the
initial preparation for an upcoming negotiation.
Step 1
in Triangle Talk is determining and formalizing the negotiator’s specific goals and objectives for
the upcoming negotiation. Being specific with one’s expectations and writing them down helps
the negotiator to remain focused on his or her predetermined priorities during the negotiation.
Having them written down also allows the negotiator to refer back to them during the course of
the negotiation, when it is often easy to be distracted by the other negotiator’s tactics and the
pace of the giveand-take process. The more clearly a negotiator can define his or her priorities,
the more likely he or she is to obtain them in the final agreement.
Step 2
involves trying to discern what the negotiator’s counterpart is likely to need or want from the
negotiation. It is difficult to develop common ground in the negotiation without knowing what
the other party is seeking. Ask specifically, “What does the other party need or want?” Delve
into the other party’s likely positions and try to
Step 3
involves the consideration and analysis of the negotiator’s own needs and wants and the needs
and wants of the other party. This way, proposals and counterproposals can be offered that take
both sets of needs and wants into account and are framed in such a way as to make it easy for the
 


	3. other party to  say “Yes.” It is important to remain flexible, fair, and reasonable so that the parties
can work out an agreement in which they are both better off. In addition to acknowledging (but
not necessarily agreeing with) the other party’s concerns, the negotiator can accomplish this by
speaking to those needs first when framing his or her proposals.
Negotiation Framework
Perhaps the best way to approach a buyer-supplier negotiation is by presenting it as an
interactive, give-and-take process involving five major phases: 1. Identify or anticipate a
purchase requirement 2. Determine if negotiation is required 3. Plan for the negotiation 4.
Conduct the negotiation 5. Execute the agreement
Negotiation Planning
Experts on negotiation generally agree that planning is perhaps the single most important part of
the negotiation process. Unfortunately, many negotiators fail to prepare properly before entering
into a formal negotiation. A plan is a method or scheme devised for making or doing something
to achieve a desired end. Planning, therefore, is the process of devising methods to achieve a
desired end. Once negotiators develop their plan and an overall guiding strategy, they can begin
to develop the specific actions and tactics necessary to carry out that plan. Negotiators frequently
fall short of their goals or reach an impasse because they neglect the other party’s problems,
focus too much on price, focus on positions instead of interests, focus too much on common
ground, neglect their BATNAs, or overadjust their perceptions during the actual negotiation.11
At least 90% of the successful outcomes of any negotiation are determined by effective planning.
Preparing at the last minute just prior to a negotiation is a sure recipe for disaster, especially
when negotiating against someone who is far more prepared. Therefore, being quick and clever
while thinking on one’s feet is simply insufficient to ensure a successful negotiation outcome.
Successful negotiation planning is proactive, not reactive, and consists of the following nine
steps, none of which should be passed over.
GatherRelevant Information
The ability to analyze yourself and your negotiating counterpart requires suffi- cient, timely, and
accurate information. This process need not be complex, particularly if the buyer and seller have
previously negotiated together. When this is the case, the buyer may have already answered a
number of important questions. What happened between the parties? Were we satisfied with the
previous outcome of the negotiation? Are we negotiating with the same people or different
negotiators? What are the important issues to this supplier? To us? What were the areas of
disagreement? Is there anything about the rules of the negotiation we would like to change?
Where does a buyer, who has no experience with a supplier, gather the required information?
One possible source may be contacting others who have experience with that supplier. Published
sources of information may also be available. These sources include trade journals, other
 


	4. business publications, trade  association data, government reports, annual reports, financial
evaluations (such as Dun & Bradstreet reports), commercial databases, inquiries directly to
personnel at the supplier, and information derived through the Internet.
CONCLUSION
An organization’s commercial success is partly due to the skill of its negotiators, from both its
buying and selling activities. Regardless of the industry, skilled negotiators share some common
traits. They realize that they are not born with the requisite negotiation knowledge and skills.
Therefore, they must study, practice, and train to become more effective negotiators. Research
shows that skilled negotiators also have higher aspirations and pursue more aggressive goals than
their less-effective counterparts, which they generally achieve. Finally, individuals who are
skilled at negotiation are destined to be among an organization’s most valued professionals.
Professional supply managers must become more effective negotiators by participating in
training, simulations, and workshops that develop these critical negotiation skills. The difference
between a good sourcing agreement and an excellent one is often more a function of the level of
preparation and interpersonal and relationshipbuilding skills of the negotiator or negotiating
team.
Develop the Negotiation Strategy and Accompanying Tactics
Negotiation strategy refers to the overall approach used to reach a mutually benefi- cial
agreement with a supplier that holds different points of view from the buyer. A major part of the
strategic planning process involves the application of tactics—the art or skill of employing
available means to accomplish an end, objective, or strategy. They include the current set of
action plans and activities adopted to achieve the negotiation objectives and strategy. A later
section discusses the effective use of tactics in greater detail. Strategic negotiation issues involve
the broader questions regarding who, what, where, when, and how to negotiate. We can think of
strategy and tactics as two dimensions of the same negotiation process. The ideal situation is to
have a well-developed negotiation strategy with appropriate and ethical tactics that support that
strategy. As an analogy, consider a military battle. The best-developed strategy will fail unless a
commander has the tactics and the resources to implement that strategy in the field
One of the most important activities performed by supply managers involves negotiating
agreements or contracts with their suppliers. Although supply management is certainly not the
only group in an organization that negotiates, negotiation is a vital part of every sourcing
process. Negotiation is an ideal way to implement the supply management strategies and plans
that a business unit develops. It is also often an ideal way to convey the buyer’s specific sourcing
requirements and specifications to In a previous era, the sign of a good purchase negotiator was
someone who could get a rock-bottom price from suppliers. Today, experienced negotiators
realize that not all negotiations require a price focus or the same set of skills. “Low-level
 


	5. negotiations,” says John  MacLean, vice president of purchasing with American Airlines,
“involve products or services that are competitive in the marketplace but are not strategically
important to American Airlines.” He points out that getting the best price is a good indicator of
effectiveness for these types of items. MacLean also knows the importance of strategic
negotiations when obtaining critical items and services. “Win/win negotiations,” says MacLean,
“are conducted in longterm relationships with suppliers. In these cases it is important that the
supplier and American Airlines feel they are getting a good deal because the plan is to work
together for a long while.” At the most advanced level, the strategic compatibility of the
companies involved may determine the success of a negotiation. Says MacLean, “Principle-
based negotiating is used in a single-source situation or alliance where the two parties begin the
negotiation by agreeing to certain principles, such as how the companies plan to grow together.”
American Airlines recognizes two important principles about negotiation. First, not all
negotiations are equal in importance or require the same skill set. Second, negotiation is a
fundamental part of the company’s strategic supply plans
From partner to partner; function to function; colleague to colleague; your company’s success –
both in gaining value and maintaining relationships – depends on how well your employees
negotiate.
Joint problem solving – not competing
Based directly on the seminal bestseller, Getting to Yes – coauthored by Bruce Patton, one of our
founders – and our 30 years of client work, our negotiation training has helped our clients to
create value, build relationships and produce superior results that are sustainable over time.
Ways we help our clients build negotiation capabilities
Example Areas of Application
NEGOTIATION CASE Porto Industries.
The instructor’s manual contains information for the buyer and seller.Buyers and sellers
musteach have their own set of information before they can plan for and conduct the
negotiation.Please copy this information and make it available to the students.Do notallow the
buyer tosee the seller’s information and vice versa.The students will decide how much
information theyshare during the negotiation.A reasonable amount of time to allocate for this
simulation is 30 minutes for individual planningand 45-60 minutes for the actual
negotiation.This negotiation can be an individual or teameffort. The larger the negotiating team,
the more time the participants may require to plan forand carry out the negotiation.Do nottell the
participants they must reach an agreement.An inability to agree, also known asadeadlock, does
not mean failure.It simply means that the parties were unable to agree ortheir personal positions
on a negotiation had no common area of overlap.A deadlock is oftenbetter than reaching a bad
agreement.Before the negotiation begins, the instructor may ask the buyer and seller to list their
 


	6. goals fromthis negotiation.Furthermore,  ask the participants to identify the range over which they
expect tonegotiate each major issue.For example, the buyer will have a range over which he or
shewould like to purchase the component.The seller will also have a relevant range over which
heor she is willing to sell the component.Developing a range is important for two
reasons.Wheneach party has developed a range for an issue (versus a fixed point), this increases
theprobability that the buyer and seller will have an overlap in their positions and will reach
anagreement.Second, a range suggests a willingness to be flexible.Flexibility is important
tosuccessful negotiations.When the authors of this text conduct purchase negotiation simulation,
they collect theprenegotiation data from the buyers and sellers and use this as a basis for analysis
after thenegotiations are completed.For example, if a buyer and seller fail to agree on the
purchase ofthe component, often the two parties had no overlap in their positions.A post hoc
review of thenegotiation is a perfect time to ask the participants what they expected from the
negotiation,who was flexible, what were the main issues, who opened with the first offer or
concession, whythe parties did or did not reach an agreement, and so on.The information that the
buyer andseller consider before they commence negotiations provides a basis for after-the-
factdiscussion.(Instructor - See the questions that each party must complete before beginning
thenegotiation.These questions appear at the end of the buyer and seller information packet.)
.
Negotiation-Porto Case
: For this case, class will be split into two teams by the instructor (buyers and sellers). Teams will
conduct a negotiation during the presentation. Instructor will make specific buyer/seller
information available to the teams several weeks before the presentation
One more case study will be assigned to each team (therefore each team will be responsible for
preparing two cases in total). These cases will be assigned randomly several weeks prior to the
case presentation. Presentations will be approximately 20 minutes, followed by a discussion of
the case with the class (PPT slides are required for the presentations). Your team will also be
expected to respond to questions from the class and from the instructor. Students who are not
part of the presenting team are also expected to read and analyze the case as well, and they
should be prepared to discuss the case and ask intelligent questions to the presenting team
Each team will prepare a written analysis (no more than five pages of each, must be typed and
double-spaced and should be edited for grammar and spelling) of their case. At a minimum,
cases must show each question and provide an answer
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