






TABLE 1. External Motivations for Manipulating Transfer Prices

Regulation Motivation for Transfer Price Manipulation

Ad valorem (% of value)
tariffs on imported goods

Through underinvoicing, the MNE can avoid paying
customs duties.

Differences in corporate
income tax rates between
countries

By shifting tax-deductible costs to the high-tax country
and taxable revenues to the low-tax country, the MNE
can minimize the total tax paid to the two countries.

Host government foreign
exchange restrictions

If the foreign subsidiary cannot directly remit profits to its
parent firm because of host country foreign exchange
restrictions, profits can be shifted out of the host country
by overinvoicing intrafirm exports to, and underinvoicing
exports from, the foreign affiliate.









TABLE 2. Acceptable OECD Transfer Pricing Methods

Transactions-based methods

Comparable uncontrolled price method (CUP): the price of a transaction between
two unrelated parties for the same product traded under the same circumstances is
used as the transfer price.

Resale price method (RPM): the gross margin that would be charged by unrelated
firms performing the same function(s) as the related-party buyer under the same
circumstances is subtracted from the retail price of the product to determine the
transfer price.

Cost plus method (C+): the gross markup that would be charged by unrelated firms
performing the same function(s) as the related-party seller under the same
circumstances is added to the standard cost of the related party to determine the
transfer price.

Profit-based methods

Transactional net margin method (TNMM): the industry average net profit margin
earned by arm's length parties on comparable transactions is used to ‘back into’ the
transfer price.

Comparable profits method (CPM): the industry average net profit margin earned by
comparable firms is used to ‘back into’ the transfer price (primarily a US method).

Profit split method (PSM): the profit on the transaction is split between the two
related parties based on their relative contributions to the transaction as measured
by, for example, employed capital, sales or output.
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TABLE 3. Transfer Pricing Resource Databases

Database/Platform(s) Vendor Distributor Subject Terms

ABI/Inform (available
via Web or Internet)

ProQuest, Inc. Proquest Direct,
DIALOG/Datastar,
LEXIS-NEXIS, Dow
Jones Interactive

Transfer Pricing,
Transfer Prices

Accounting & Tax
(available Web)

ProQuest, Inc. Proquest Direct,
DIALOG/Datastar,
LEXIS-NEXIS

Advanced Pricing
Agreement, Transfer
Pricing

BNA Web Service &
publications

Bureau of
National Affairs
(BNA)

BNA, LEXIS-NEXIS Use Tax
Management
Transfer Pricing
Report for recent
articles

CCH Tax Research
Library

CCH, Inc. CCH, Northern Light,
LEXIS-NEXIS

Transfer Pricing,
Arm's Length,
Advance Pricing
Agreement

TaxBase (available on
CD-ROM as OneDisc
or Web)

Tax Analysts Tax Analyst,
DIALOG,
LEXIS-NEXIS,
WESTLAW

Transfer Pricing,
Advanced Pricing
Agreement, Arm's
Length
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TABLE 4. Locating SICs or NAICs (North American Industrial Codes)

Print Resources • SIC or NAIC Manuals

• Ward's Business Directory
(available through most book distributors on the Internet)

Free Internet Sites • SIC Lookup from the US Government
http://www.osha.gov/oshstats/sicser.html

• 1997 NAISC and 1987 SIC Correspondence Tables

� http://www.census.gov/epcd/www/naicsb.htm

� (NAICs Canada)
http://www.statcan.ca/english/Subjects/Standard

Licensed Databases • Primark SEC and Worldscope Data
http://www.primark.com

• FIS Online
http://www.fisonline.com

• Dun's Market Identifiers (file 516 Dialog)
http://www.dialog.com/

• Dun's Principal Businesses on CD-ROM
(http://www.dnb.com)



TABLE 5. Income Statements (i.e., Sales, Expenses, Net Profits) from 10-K,
20-Fs and Annual Reports)

Print Resources • Company Annual Reports (requested from
the firm–investor relations group)

• Industry Directories

• Mergent (Moody's) Manuals
(available to order from http://www.fisonline.com)

Free Internet Sites • EDGAR
http://www.sec.gov/edgarhp (SEC filings)

• CAROL–Company Annual Reports Online (European &
Asian Companies)
http://www.carol.co.uk/reports/index.html

Licensed Databases • Amadeus–Bureau Van Dijk (for European Companies)
http://www.bvd.com

• Dun & Bradstreet Credit Reports (for private companies)
http://www.dnb.com

• Economatica Pro (for Latin American Companies)
http://www.economatica.com

• FIS Online
http://www.fisonline.com

• Global Access
http://ga.primark.com

• Standard & Poor’s Research Insight (formerly known as
COMPUSTAT (Domestic and Global Vantage) on CD-ROM
(available to order from http://www.compustat.com/www/)



TABLE 6. Company and Industry Ratios

Print Resources • Dun & Bradstreet Key Industry Ratios
(available to order from http://www.dnb.com)

• IRS Corporate Ratios by Schoenfeld Associates
(available to order from http://www.saibooks.com/fin.html)

• RMA Annual Statement Studies
(available for order from
http://www.rmahq.org/Ann_Studies/asstudies.html)

• Troy, Leo. Almanac of Business and Industrial Financial
Ratios 2000
(available for order through most book distributors on the
Internet)

Free Internet Sites • Quarterly Financial Report for Manufacturing, Mining, and
Trade Corporations
www.census.gov/prod/www/abs/qfr-mm.html

• Statistics of Income
http://www.irs.ustreas.gov/prod/tax_stats/

Licensed Databases • Compact D/ SEC Worldscope & Canada

• Global Researcher/SEC & Worldscope
Bureau Van Dijk /Primark (CD-ROM)

• FIS Online
http://www.fisonline.com

• RMA Annual Statement Studies (CD-ROM)
(available for order from
http://www.rmahq.org/Ann_Studies/asstudies.html)

• S & P's COMUTSTAT via Research Insight (CD-ROM)

• Troy, Leo. Almanac of Business and Industrial Financial
Ratios (CD-ROM) (available for order through most book
distributors on the Internet)








