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ABSTRACT

Multinationalsrequireanalyzinganumberofpricingconsiderationswhilecompetinginglobally.Firms
requiresettingdifferentandappropriatepricesoftheirproductsforeachofthemarketstheyoperate
in.Thepriceofaproductisanimportantcriterionwhileformulatingstrategiesforglobalmarkets
asitdeterminestoalargeextentwhetheraproductwillgetsoldornot.Companiescontendwitha
numberofissuesinpricingforglobalmarketslikegeographicalpricing,priceescalation,transfer
prices,dumpingcharges,pricingforemergingmarkets,andpricingforindividualsatthebottomof
thepyramid.Thereareseverallegalandethicalaspectsinpricingforglobalmarkets.Theseinclude
deceptiveorillegalprices–deceptivereferencepricing,lossleaderpricing,andthebaitandswitch
approachtowardspricing;predatorypricing;pricediscrimination;andpricefixing.Eachoftheissues
isdiscussedindetail.Thearticlefocusesonhowmultinationalsshouldhandleandovercomethem,
establishtheirbusinessesinglobalmarkets,andgeneratesubstantialrevenuesandprofits.
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1. INTRodUCTIoN

Businessesindifferentcountriesoftheworldhaveconvergedinrecentyears.Thewholeworldhas
becomeaglobalvillage(Taylor,2010).Inthischangedeconomy,countriesshouldrecognizeand
understandthattheworldismulti-cultural.Therequirementsandpreferencesofdifferentcustomers
indifferentcountriesoftheworldwillbedifferent.Forthisreason,productofonecountrymaynot
besuitableforanothercountryandmayrequireadaptationtobeacceptedbycustomersinanother
country(Berzon,2011).Becauseofthesedifferences,itisriskytocompeteinglobalmarkets.Atthe
sametime,globalmarketsofferhigheropportunities.Consequently,companiessellingtheirproducts
andservicesinglobalmarketsrequiretointernationalizetheiroperations(Sheth,2011).

Globalmarketshavespecificcharacteristicswhichwillbedifferentandrequirementswhichcannot
besatisfieduniformlybyregionalmarkets(Valenzuela,Mellers,&Stebel,2009).Productsmeant
foronemarketrequireatleastsomedegreeofadaptationbeforebeingintroducedinglobalmarkets
(Cayla&Peňalova,2012).Forexample,Coca-Colaissweeterorlesscarbonatedincertaincountries.
Also,thesamebottleofCoca-Colamayhavedifferentpricesindifferentmarkets.Companiesshould
analyzetheirproductsbasedondifferentaspectsbeforelaunchingtheminothermarkets.Theaspects
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mayincludedistribution,communication,andpricingoftheproducts.Thisinitiativeisimportant
tomakesurethatthebrandremainsrelevantinallthemarkets.Multinationalsrequireconsidering
anumberofissuesinpricingtheirproducts.Pricingisimportantbecauseitisoneofthedeciding
factorsforconsumersbeforepurchasingaproduct(Kumar&Steenkamp,2013).Thepaperfocuses
onvariousconsiderationsinpricingstrategyofproductsbeforeenteringglobalmarkets.

Companies adopt different pricing strategies and tactics for their products and services.
Unscrupulousfirmsfindampleopportunityforengaginginpricingpracticesthatcanhurtconsumers
(Hamilton&Chernov,2013).Thereareseverallegalandethicalimplicationsconnectedtothepricing
strategiesandtacticsadoptedbycompanies.Pricestendtofluctuatenaturallyandrespondtovarying
marketingconditions(Lindsey-Mullikin&Petty,2011).Firmsrarelyattempttocontrolthemarketin
termsofproductqualityoradvertising.Instead,manycompaniesoftenengageinpricingpracticesthat
canunfairlyreducecompetitionorharmconsumersdirectlythroughfraudanddeception.Anumber
oflawsandregulationshavebeenformulatedbothatthefederalandatthestatelevelstoprevent
unfairpricingpractices(Hamilton&Srivastava,2008).However,manyofthelawsandregulations
arepoorlyenforcedwhileothersaredifficulttoprove(Lohr,2012).Thepaperfocusesonvarious
legalandethicalaspectsinpricingofofferingsespeciallywhenmarketersenterglobalmarkets.

2. PRICING CoNSIdeRATIoNS FoR PRodUCTS IN GLoBAL MARKeTS

Multinationalfirmswhichhavepresenceinglobalmarketsshouldbeawareofandshouldhaveproper
strategiesforgeographicalpricing,priceescalation,transferprices,dumpingcharges,pricingfor
emergingmarkets,andpricingforindividualsatthebottomofthepyramid.Twoissuesinpricing
which particularly important include pricing problems of gray markets and counterfeits (Antia,
Bergen,Dutta,&Fisher,2006).

2.1. Geographical Pricing
Companiesdonotsetthesamepriceforaspecificproductinallthemarketsinwhichtheyoperate
globally.Theysetpricessuchthat theprices indicate thevariationsingeographicaldemandand
costs.Ingeographicalpricing,companiesdecidehowtosetpricestodifferentcustomersindifferent
geographical markets and countries (Agarwala, 1991). A company should also decide whether
pricesshouldvarybasedongeographicaldistancesandwhetherhigherpricesshouldbecharged
tocustomersindistantmarketstocoverhigherdistributioncosts.Onthecontrary,companiesmay
alsodecidetochargelowerpriceswhilegoingtoglobalmarketsinordertoexpandtheirbusinesses
(Rowe,1989).Inglobalmarkets,companiesalsoneedtoaccountforexchangeratesandthestrengths
ofdifferentcurrenciesindifferentcountries.Pricesofproductsinamarketwillalsobedetermined
bythepurchasingpowerofindividualsinthatmarket(Agarwala,1991).

Anothermajorconsiderationishowtogetpaid.Sometimes,buyersdonothavehardcurrencies
tomakeimmediatepayment(Rowe,1989).Buyerspracticecountertradeinsuchcaseswherethey
offerotheritemsinpayment.ManyU.S.companiesacceptthisformofpaymentwhentheytrade
withcompanieswhicharefromless-developedcountries.Countertrademayaccountfor15percent
to20percentofworldtradeandmaytakeseveralforms(Agarwala,1991).

2.1.1. Barter
Thebuyerandthesellerexchangegoodsbetweenthemselveswithnomoneyorthirdpartyinvolved.

2.1.2. Compensation Deal
Incompensationdeal,somepercentageofthepaymentisdoneincashandtherestisdoneinthe
formofproducts.Forinstance,aBritishaircraftmanufacturersoldplanestoBrazilfor70percent
cashandtherestincoffee.
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