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A model of international transfer pricing under different shareholdings

HU Song-hua, ZHOU Tao

Abstract: Transfer pricing plays an important role in global operations of the multinational enterprises. From
the microeconomic perspective of the tax-motivated mechanism, this paper extends the theoretical model of
international transfer pricing. An analysis is made on the rational selection of transfer prices under different
shareholdings and dividend payout ratios. Furthermore, a simulation method is used to shed light on the optimal
transfer pricing strategy under various circumstances.
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