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The Firm has to consider many Factors in setting its

pricing policy .

(1) | Target Market Analysis
}

(2) Market Mix Composition
v

3 Pricing Policy Selection
v

(4) | Pricing Strategy Determination
v

) Specific Price

Stages in Setting of Prices
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SELECT PRICING OBJECTIVE

1l

SELECT METHOD OF DETERMINING THE BASE PRICE :

Cost - Plus Price based on Price Set in
pricing both demand relation to
and costs market alone

!

DESINGN APPROPRIATE STRATEGIES
Price VS. nonPrice Freight Payments Leader Pricing
Competition OnePrice VS, Hexible Price Everyday low VS. high- low
Skimming VS. Penetration Psychological Pricing Pricing
Discounts and Allowances Resale Price Maintenance

The Price - deter mination Pr ocess

(1) Selecting the pricing objective
¥
(2) Determining demand
v
(3) Estimating Costs
v
(4) Analyzing Competitors Costs,
Prices, and offers
v

(5) Sdecting a Pricing method

v

(6) Sdecting athe Final Price

Setting Pricing Policy
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Transfer pricing , or intracorporate pricing , is the
pricing of sales to members of the corporate family .
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Influences on Transfer Pricing Decisions

Market conditions in the foreign country .
Completion in the foreign country .
Reasonable profit for the foreign affiliate .
Income taxes in the home country .
Economic conditions in the foreign country .
I mport restrictions.

Customs duties .

Price controls.

. Taxation in the foreign country .

0. Exchange controls..
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Transfer Pricing Objectives :
- Competitiveness in the international marketplace .
Reduction of taxes and tariffs .
Management of Cash Flows.
Minimization of Foreign exchange risks.
Avoidance of Conflicts with home and host governments .

Internal Concerns Such as goal Congruence and motivation
of Subsidiary managers.
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Transfer Prices can be based on costs or on market
prices or on arm's - length price..
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