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  Doctor Cum Laude in Philosophy of Law, Ethics and Politics from the University of Valencia. Extraordinary Award of Bachelor). Master’s degree in International Trade. Master degree in Business Management. University diploma in R+D+I International project Manager. Undergraduate degree in Technology Tools for the Internationalization process.




  He was a «Research Scholar» in Harvard (USA) and Birmingham (UK).




  In the professional field He was a researcher at the University of Valencia before moving on to consulting companies in internationalization process. He worked as a Foreign Trade Technician in the Chamber of Commerce of Valencia. Since 1995 he is a founding partner and manager of the firm CONSORTIA CONSULTORES, which specializes in Internationalization and Strategic Alliances.




  In the educational field, he is professor of International Marketing and Strategic Alliances in ESIC and in other business schools and Chambers of Commerce.




  Author of several publications, especially co-authoring the books: «Export Consortia», «Transport Consortia» and «The future is decided now: Ideas to improve your business» and business and scientific articles.




  1. Introduction: Price and international strategy




  The marketing mix is the coherent combination of policies of Product, Price, Distribution and Communication which, well structured, allows us to introduce a differentiated offering in a market with the intention of adequately position ourselves to achieve sales and profits.




  Just like in the different elements of the marketing mix there may always exist some element of subjectivity, since it is difficult at times to determine whether a product has higher quality than another, whether a promotional policy is more efficient than another or whether a distribution channel is more suitable than another, when we talk about Price in international negotiations it is obvious that a product that costs 100 euros is cheaper than another one that costs 200 euros. In fact, we could say that with the marketing mix we are just trying to divert the customer’s attention into the rest of the elements of marketing other than price, in order to add value to the offering and try to justify the price that we demand.




  Price is such an essential element that, once established, we must make the customer accept it. It is crucial, therefore, to know the use of the concepts, criteria and tactics that are developed below in order to set the pricing policy to be followed in our international sales and maximize performance.




  Moreover, Price fixing in the international market setting is much more complicated than in the domestic market, because in addition to the usual difficulties there are constraints derived from different markets (different legal and economic settings, competitive situation, relationship between the different markets, etc.) And very often our knowledge of foreign markets is not as deep as the one we have of our own market.




  On the other hand, the Pricing policy has a potentiality, which is that Price determination allows a Company to have a flexible instrument within the marketing-mix to quickly modify their strategies. It is much slower acting on the distribution policy, for instance.




  It should be clear that the pricing policy is first and foremost a «marketing policy», i.e a system or method that enables us to achieve our objectives and not just a check list on which to calculate our costs. It is a marketing tool that should allow us to (Bertrán, 1994): (1) obtain some profits on the investments made, (2) gain a position in the market and (3) face competition. But all in a manner that is consistent with the other elements of the marketing mix and in a dynamic way.




  As a strategic tool, a pricing policy can allow us to achieve the following objectives (Bertrán, 1994):




  

            	     Maximize long-term profits













        	     Maximize short-term profits













        	     Growth













        	     Stabilize in the market













        	     Desensitize customers













        	     Price leadership













        	     Hinder new competitors













        	     Avoid official controls













        	     Maximize company image













        	     Fair price image













        	     Create interest and enthusiasm













        	     Reliable and credible image













        	     Strengthen weak products













        	     Make price cuts more difficult to competitors













        	     Give visibility to the product













        	     Blow out the market in order to get an increased company’s sale value













        	     Drive a continued sales pipeline















  




  That is why properly handling all the variables involved in the setting of international prices should be a priority for a professional with responsibilities in the internationalization of the Company.




  2. Basics for price setting




  In any kind of commercial activity, an increase in the activity causes an increase in costs. The two variables are very closely related and we have to take this into account when determining our prices (Córdoba, 2001).




  Total costs are the sum of fixed and variable costs. Fixed costs are those that do not vary with respect to changes in activity level (rents, security, professional fees, etc.) Variable costs are those that vary in proportion to the activity level (direct materials, production wages, energy, etc). There are costs of production and marketing and marketing and distribution costs, but they all can fit one of the above two categories.




  The break-even point is that at which the sales revenue equals the sum of fixed and variable costs, having profits from the next unit sold and losses up to that point. The break-even point is very important because a company will not survive in the long term if that point is not reached on a regular basis, though at specific times may be below that point.




  Once the Company establishes a certain amount of units to be produced and the total cost of that production level, the break-even point is expressed as a unit cost (resulting from dividing the total cost by the number of units produced). This unit cost represents the equilibrium Price: marketing activities that take place above this price generate a profit. The unit cost decreases as the number of units produced increases. This is interesting for the export business which usually needs an increase of total output, and there will be advantages resulting from the decrease in unit cost and the profit from each unit sold.




  How to get maximum profits? We do not get them by setting the highest prices to our products or by selling the maximum possible number of units. Trying to get more profits through higher prices may lead to lower sales. Cutting prices to sell more units may lead to lower incomes.




  All this leads to the conclusion that successful marketing consists of setting a Price such that generates a substantial sales volume as to exceed the total costs by the largest margin. How do we carry this out at the international level, in each of the foreign markets? This is what we will discuss next.
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