Tutorial five session one Answers

Exercise one

In groups of three or four, think about brands that are available around the world. You may have travelled and noticed whether brands are cheaper, more expensive, or roughly the same price. Think about those brands and consider the following questions and share your answers with the class. 

1. What is worldwide pricing? Did you find any examples of these (they are often found in retail chains)?

A: Worldwide pricing is a pricing policy in which one selling price is established for all international markets. In practice, a worldwide pricing policy is very difficult to achieve. Issues such as distribution, fluctuating currency exchange, and the buying power of local consumers are all factors that can affect this type of pricing.

2. What is dual pricing and did you come up with any examples of these? What are the different types?

A: Dual pricing is a pricing policy in which a product has a different selling price in export markets than in the home market. If the product has a higher selling price in the target market than the home market, it is called price escalation. This is largely down to exporting costs and currency fluctuations. On occasion, a product’s export price is lower than the price in the home market. This is usually when they only want exports to cover the additional costs associated with exporting and selling in a target market 

3. What is and how are transfer prices used by multinational business organizations?

A: A transfer price is the price charged for goods or services when they are transferred within the business to a subsidiary of that business. It is part of the process involved when a company buys or sells from a subsidiary. Subsidiaries prefer this route to buying on the open market because they typically receive lower prices.


Exercise two

1. If you were Stephan Loerke, of the World Federation of Advertisers, how would you argue for the EU to enact more strict advertising laws?

A: Students should recognize the highly political debate that will arise within the EU. Some may feel that it is foolish to enact new laws if they cannot be enforced. Sweden cannot currently control the broadcasts of other nations that are accessed by satellite. If members of the EU could agree on “voluntary” limits just the way that members agreed to institute the euro or accept certain standards for products, then the problem could be controlled. However, agreement on advertising in the EU would be difficult.

2. Do you personally agree with the case you made above?

A: Students responses will vary based on their own personal value system.

3. Thinking of a specific product sold in industrialized nations, do you think it could create more than it satisfies needs if it were marketed in a developing country?
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A: Ads can indeed create wants. The cell phone is a good example. Before cell phones were available, the landline telephone sufficed. In developing countries, there are fewer telephones per person, but telephone access was generally possible. Now, it seems that every young person around the world wants a cell phone with all the bells and whistles and personalized, designer outer shells. The ethical issue is whether companies are creating wants in some countries that should instead be focusing on the more basic needs of young people, such as education and health.


