	PUBLICATION NUMBER 
	 
	AAT 8906694 

	[image: image1.png]




	TITLE 
	 
	Evidence on export market segmentation and pricing to market 

	[image: image2.png]




	AUTHOR 
	 
	Knetter, Michael Mark 

	[image: image3.png]




	DEGREE 
	 
	PhD 

	[image: image4.png]




	SCHOOL 
	 
	STANFORD UNIVERSITY 

	[image: image5.png]




	DATE 
	 
	1988 

	[image: image6.png]




	PAGES 
	 
	129 

	[image: image7.png]




	SOURCE 
	 
	DAI-A 49/12, p. 3812, Jun 1989 

	[image: image8.png]




	SUBJECT 
	 
	ECONOMICS, COMMERCE-BUSINESS (0505); ECONOMICS, GENERAL (0501) 

	[image: image9.png]




	DIGITAL FORMATS 
	 
	[image: image10.png]


 3.72Mb normal PDF 

	[image: image11.png]





	
	It is often asserted that exporters adjust profit margins in order to offset the effects of exchange rate changes on the local currency price of exports. This dissertation addresses the measurement issues involved in substantiating that claim and presents new facts on export prices and exchange rates from a panel data set on U.S. and German 7-digit export unit values. The dissertation begins by examining whether destination-specific unit value changes are correlated with variables that reflect demand conditions in the different markets. If export markets are integrated, demand shifts in any particular destination market affect the price charged to all markets, but are uncorrelated with idiosyncratic unit value movements. The evidence suggests that both U.S. and German exporters are capable of price discriminating across buyers by destination of the exports. A number of destination-specific variables are correlated with destination-specific unit value movements--nominal exchange rates, nominal exchange rates net of changes in the price level, and quantity purchased. The final chapter formulates an explicit model of price discriminating monopoly. It is shown that if demand in the destination markets has constant elasticity with respect to price, then destination-specific markups are independent of exchange rates. The cross-section of destination markets for each product studied permits a factor analytic approach to controlling for the effect of changes in marginal cost on export prices. The invariance of markups to exchange rates that follows from the constant elasticity null hypothesis is rejected in a surprising way for a number of U.S. exports. U.S. export prices to various destinations tend to rise with the exchange value of the dollar against the destination market currency. Consequently, fluctuations in markups exacerbate the effect of exchange rate changes on the destination market price. Evidence from German export data indicates that fluctuations in markups tend to smooth prices in terms of the destination market currency. The evidence of stabilization is particularly pronounced for exports to the U.S. 


