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ABSTRACT
ransfer Pricing 
plays pivotal role Tin international 

trade and commerce 
when a transaction is 
between two or more 
associated enterprises 
based in multiple tax 
jurisdictions. Transfer 
P r i c i n g  m e c h a n i s m  
fa c i l i ta te s  t h e  ta x  
jurisdictions to levy tax 
on the relevant amount 
of income to which they 
are rightfully entitled. 
Though Transfer Pricing 
is of recent origin it has 
been greatly influencing 
the international tax 
aspects of the day. When 
the tax authority of one 
country adjusts the 
profit of a member of the 
MNE group, this may 
have an effect on the tax 
base of another country. 
As a result Transfer 
Pricing has become a 
major tax issue for the 
companies. In other 
words, cross-border tax 
situations involve issues 
related to jurisdiction, 
allocation of income and 
valuation . 
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KEYWORDS:

INTRODUCTION:

WTransfer 
Pricing , international 
trade and commerce , 
Base Erosion and Profit 
Shifting (BEPS)’. 

I n  t h e  a r e n a  o f  
international taxation 
several developments 
are taking place across 
t h e  w o r l d .  T h e s e  
developments primarily 
indicate efforts of each 
tax  j u r i s d i c t i o n  to  
c o n t a i n  r e v e n u e  
leakages in cross border 
transactions and to 
ensure legitimate tax 
col lect ions.  In  th is  
direction, OECD recently 
released their report on 
‘Base Erosion and Profit 
Shifting (BEPS)’. This has 
thrown great challenges 
to tax administrations in 

c a p t u r i n g  t a x a b l e  
transactions at the right 
time at the right place. 
OECD in its BEPS report 
gave a very meticulous 
action plans for various 
administrat ions  for  
achieving objectives . 
India is a late starter in 
structuring the Transfer 
Pricing policy but it has 
been seriously following 
t h e  fo o t  p r i nt s  o f  
developed countries. 

Before embarking upon 
the present research 
study the researchers 
reviewed the following 
recent research works in 
the area of Transfer 
Pricing: 

A good number of  

REVIEW OF LITERATURE 

DOCTORAL THESES

research scholars have 
c a r r i e d – o u t  t h e i r  
doctoral work in the field 
of Transfer Pricing. 
Those reviewed by the 
researchers  are  as  
under:
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RESEARCH ARTICLES
Significant contributions to the body of knowledge have been made by the researchers in the subject of 

Transfer Pricing by way of research articles. Among the studies conducted, the following works have been 
reviewed: 

2

 Volume - 6 | Issue - 11 | December - 2016 

Available online at www.lsrj.in



3

 Volume - 6 | Issue - 11 | December - 2016 

Available online at www.lsrj.in

INDIAN TRANSFER PRICING - SPECIFIC ISSUES: EVIDENCE FROM CORPORATE RESPONDENTS



4

 Volume - 6 | Issue - 11 | December - 2016 

Available online at www.lsrj.in

INDIAN TRANSFER PRICING - SPECIFIC ISSUES: EVIDENCE FROM CORPORATE RESPONDENTS



OBJECTIVES OF THE STUDY

SCOPE OF THE STUDY

METHODOLOGY 
I. Sources of Data:

II. Sample Size for the Study: 

Table–1:
Sector – Wise Distribution of Sample Corporate Undertakings

HYPOTHESES OF THE STUDY 

The main objectives of the present study are to :  
1.Analyse the Indian Transfer Pricing mechanism,
2.Examine Corporates’ view on Indian Transfer Pricing, and
3.Suggest measures for improvement of Transfer Pricing regime in India.  

One hundred fifty sample companies spreading across India and belonging to both manufacturing and 
service sectors have been covered. The study is restricted to Transfer Pricing issues only. 

The data for the present study has been gathered from primary as well as secondary sources. The 
primary data, in the form of respondents’ opinion, has been collected from the corporate business houses. 
Questionnaire using Likert Scale (using Highly Satisfied, Satisfied, Neither Satisfied nor Dissatisfied, Dissatisfied, 
and Highly Dissatisfied as parameters) and multiple choice responses (with ‘Yes/No’ as parameters) has been 
used. Publications of the Government, Professional and Academic Journals, Prominent websites dealing with tax 
matters, and other literature pertaining to the subject have been used as secondary sources. 

The sample size adopted for the study consists of 150 corporate enterprises. The profile of the 
respondents include Directors, Executive Directors, and Senior Managers (Taxation) of the respondent 
companies. 

    Source: Field Study. 

The following hypotheses were formulated on the basis of overall and sector – wise corporate 
respondents.  
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Sl. No. Sector Frequency In Percent 

1.  Manufacturing Sector 86 57.34 

2.  Service Sector 64 42.66 

Total 150 100.00 
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I. Hypothesis for Overall study of Corporate Respondents 

II. Hypotheses for Sector-Wise Study of Corporate Respondents
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Transfer Pricing Issues Respondents Statement 

(Ha – Alternative Hypothesis) 

Documentation procedure  

 

 

All Corporate 

Respondents 

 

 

 

 

 

The corporate respondents have 

significant relationship for specific 

issues of Transfer pricing  

Stages of Clearance 
Methods adopted in deciding 
arm’s length price for 
Transfer Pricing 

Audit procedure 
Penalties under Transfer 
Pricing provisions  
Cooperation of Transfer 
Pricing authorities  
Transfer Pricing provisions 
and rules 
Overall system of Transfer 
Pricing  
 

Transfer Pricing Issues Respondents 
Statements 

(Ha – Alternative Hypotheses) 

Documentation procedure  

Sector-Wise  

Corporate 

Respondents  

There is significant relationship 
between sector-wise response 
towards documentation procedure 
applicable to Transfer Pricing.  

Stages of Clearance 

Sector-Wise  

Corporate 

Respondents 

There is significant relationship 
between sector-wise response 
towards stages of clearance 
applicable to Transfer Pricing. 

Methods adopted in 

deciding arm’s length price 

for Transfer Pricing 

Sector-Wise  

Corporate 

Respondents 

There is significant relationship 
between sector-wise response 
towards Transfer Pricing Methods 
adopted in deciding arm’s length 
price for Transfer Pricing. 

Audit procedure  
Sector-Wise  

Corporate Respondents 

There is significant relationship 

between sector-wise response 

towards audit procedure under 

Transfer Pricing. 

 

 

Transfer Pricing Issues Respondents 
Statements 

(Ha – Alternative Hypotheses) 

Penalties under Transfer 

Pricing provisions 

Sector-Wise  

Corporate Respondents 

There is significant relationship 

between sector-wise response 

towards penalties under Transfer 

Pricing provisions. 

Cooperation of Transfer 

Pricing authorities  

Sector-Wise  

Corporate Respondents 

There is significant relationship 

between sector-wise response 

towards cooperation of Transfer 

Pricing authorities in Transfer 

Pricing process. 

Transfer Pricing provisions 

and rules 

Sector-Wise  

Corporate Respondents 

There is significant relationship 

between sector-wise response 

towards Transfer Pricing provisions 

and rules. 

Overall system of Transfer 

Pricing 

Sector-Wise  

Corporate Respondents 

There is significant relationship 

between sector-wise response 

towards overall system of Transfer 

Pricing. 

 

INDIAN TRANSFER PRICING - SPECIFIC ISSUES: EVIDENCE FROM CORPORATE RESPONDENTS



TOOLS AND TECHNIQUES USED FOR DATA ANALYSIS 

ANALYSIS AND INTERPRETATION OF CORPORATES’ VIEW ABOUT INDIAN TRANSFER PRICING 

Specific Issues: 

Table–2:
Respondents’ Opinion about Specific Issues of Transfer Pricing in India

Hypotheses were tested using one sample t-test statistic at 5% level of significance. Percentage method 
and graphs have been used to analyse the data.

The primary data gathered through questionnaire from the said 150 companies, between Jan-2014 and 
June-2015, have been tabulated and analysed by classifying the information as ‘Specific Issues’ of Transfer 
Pricing. The hypotheses have been tested by using one sample t-test. 

The researchers studied eight specific issues concerning the Transfer Pricing practices in India. The 
response of the corporate sector towards these issues have been summarised in table –7. 

Source: Field Survey.
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Sl. 
No 

Specific Issues of 

Transfer Pricing 

 

Sector 
Opinion  

  Total HS S NSNDS DS HDS 

1. Documentation 

procedure 

M 35 41 05 02 03 86 

S 13 43 03 05 00 64 

Total 48 84 08 07 03 150 

In % (32) (56) (5.34) (4.66) (02) (100) 

2. Stages of clearances M 06 68 08 04 00 86 

S 05 50 07 01 01 64 

Total 11 118 15 05 01 150 

In % (7.34) (78.66) (10) (3.34) (0.66) (100) 

3. Methods applied in 

deciding Arm’s 

Length Price 

M 01 55 14 12 04 86 

S 01 37 13 11 02 64 

Total 02 92 27 23 06 150 

In % (1.33) (61.33) (18) (15.34) (04) (100) 

4. Audit procedure M 00 20 24 35 07 86 

S 01 21 09 27 06 64 

Total 01 41 33 62 13 150 

In % (0.66) (27.33) (22) (41.35) (8.66) (100) 

5. Penalties for non -

compliance of 

Transfer Pricing 

provisions 

M 01 66 07 10 02 86 

S 00 47 07 10 00 64 

Total 01 113 14 20 02 150 

In % (0.66) (75.33) (9.34) (13.34) (1.33) (100) 

 

6. Cooperation of 

Transfer Pricing 

authorities in 

Transfer Pricing 

decision process 

M 02 06 20 41 17 86 

S 02 18 09 23 12 64 

Total 04 24 29 64 29 150 

In % (2.66) (16) (19.33) (42.67) (19.34) (100) 

7.  Transfer Pricing 

Provisions and Rules 

M 02 72 07 02 03 86 

S 02 51 07 02 02 64 

Total 04 123 14 04 05 150 

In % (2.67) (82) (9.34) (2.66) (3.33) (100) 

8. Overall system of 

Transfer Pricing 

M 01 75 05 02 03 86 

S 03 47 09 05 00 64 

Total 04 122 14 07 03 150 

In % (2.66) (81.34) (9.34) (4.66) (02) (100) 
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 Note: 1. Figure in parenthesis are percentage to the total.
2. HS – Highly Satisfied, S – Satisfied, NSNDS – Neither Satisfied nor Dissatisfied, DS – Dissatisfied,  HDS – Highly 
Dissatisfied.  * M – Manufacturing Sector and S – Service Sector.
 Table–7 reveals that the documentation procedure prescribed under Indian Transfer Pricing provisions 
has been accepted by more than 88 percent of the respondents, so also the stages of clearance involved in 
deciding the arm’s length price, which is accepted by more than 86 percent of the respondents. Majority of the 
corporates have expressed their satisfaction regarding Transfer Pricing provisions and Transfer Pricing system as 
a whole. However, as regards to audit procedure and the cooperation of Transfer Pricing authorities in Transfer 
Pricing decision process the corporate participants expressed their reservations. 
The outcome of the results is that majority of the respondent-corporate houses are satisfied about six issues 
considered for the study and the other two issues have not been accepted, (since majority of the respondent-
corporates are dissatisfied about them). 

The research data has been analysed by using one sample t-test as a tool to test the hypotheses. The 
results of the test are as under:

For the purpose of testing the relationship between all the corporate respondents vis-a-vis specific 
issues of Transfer Pricing in India the researchers applied one sample t-test to test the following alternative 
hypothesis.

Source: Primary Data using SPSS v.20. 

It can be observed from table–3 that t–value 35.21, with 149 degree of freedom (df), has a p-value of 
0.070, which is greater than 0.05. The null hypothesis is thus rejected and the alternative is accepted. Thus, it is 
inferred that the corporate respondents have significant relationship for specific issues of Transfer Pricing. 
 

 The following hypotheses have been drawn to test the difference in opinion of sector-wise (Manufacture 
and Service) respondents’ opinion towards specific issues of Transfer Pricing. 

RESULTS AND DISCUSSION 

I. Specific Issues of Transfer Pricing – 

Table–3:
Testing the difference in overall Respondents’ Opinion towards Specific Issues of Transfer Pricing 

Sector-Wise Specific Issues - 
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Statistical 

Tool 

Hypothesis on Specific Issues of 

Transfer Pricing based on overall 

corporate respondents’ opinion 

one sample t-test  

Decision Test Value = 0 

t df p-value 

 

 

one 

sample  

t-test 

 

Ho 

The Corporate respondents have 

no significant relationship for 

‘Specific Issues’ of Transfer 

Pricing.  

 

 

35.21 

 

 

149 

 

 

0.070 

 

 

Null  

rejected 
 

Ha 

The Corporate respondents have 

significant relationship for

‘Specific Issues’ of Transfer 

Pricing. 
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Table–4:
Testing the difference in sector-wise respondents’ opinion towards Specific Issues of Transfer Pricing

 Source: Primary Data using SPSS v.20. 
    Note: df – Degree of Freedom, Ho – Null Hypothesis, H1 – Alternative Hypothesis.

From the analysis of the hypotheses stated in table–4 it can be observed that the one sample t-test value 
lies in the rejected region for all the null hypotheses pertaining to specific Transfer Pricing issues viz., 
documentation procedure, stages of clearance, methods adopted in deciding arm’s length price, audit 

9

 Volume - 6 | Issue - 11 | December - 2016 

Available online at www.lsrj.in

Statistical 
Tool 

Hypotheses on Specific Issues of Transfer 
Pricing based on Sector-wise corporate 
respondents’ opinion 

one sample t-test  
Decision 

t df p-value 
Mean 

Difference 
 
 
 
 
 
 
 
 
 
 
 
 
 

one 
sample t-

test 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

one 
sample t-

test 

 
Ho 

There is no significant relationship between 
sector-wise response towards
documentation procedure applicable to 
Transfer Pricing. 

 
 

 
27.00 

 
 

 
149 

 
 

 
.000 

 
 

 
1.987 

 
 

Null  
rejected 

 
Ha 

Documentation procedure applicable to 
Transfer Pricing. 

 
Ho 

There is no significant relationship between 
sector-wise response towards stages of 
clearance applicable to Transfer Pricing. 

 
 

43.36 

 
 

149 

 
 

.000 

 
 

2.113 

 
Null  

rejected 
 

Ha 

Stages of clearance applicable to Transfer 
Pricing 

 
Ho 

There is no significant relationship between 
sector-wise response towards methods 
adopted in deciding arm’s length price for 
Transfer Pricing. 

 
 

 
35.07 

 
 

 
149 

 
 

 
.000 

 
 

 
2.593 

 
 

 
Null  

rejected  
Ha 

Methods adopted in deciding arm’s length 
price for Transfer Pricing. 

 
 

Ho 

There is no significant relationship between 
sector-wise response towards audit 
procedure under Transfer Pricing.  

 

 
40.90 

 

 
149 

 

 
.000 

 

 
3.300 

 

 
Null  

rejected  
Ha 

Audit procedure under Transfer Pricing. 

 
 

Ho 

There is no significant relationship between 
sector-wise response towards penalties 
under Transfer Pricing provisions. 

 

 
37.82 

 

 
149 

 

 
.000 

 

 
2.400 

 

 
Null  

rejected  
Ha 

Penalties under Transfer Pricing provisions. 
 
 
 
 
 

Hypotheses on Specific Issues of Transfer 
Pricing based on Sector-wise corporate 
respondents’ opinion 

one sample t-test  
Decision 

t df p-value 
Mean 

Difference 

 
 

Ho 

There is no significant relationship between 
sector-wise response towards cooperation of 
Transfer Pricing authorities in Transfer 
Pricing process. 

 

 
 

41.77 

 

 
 

149 

 

 
 

.000 

 

 
 

3.600 

 

 
Null  

rejected 
 

Ha 
Cooperation of Transfer Pricing authorities 
in Transfer Pricing process. 

 
 

Ho 

There is no significant relationship between 
sector-wise response towards Transfer 
Pricing Provisions and Rules. 

 
 
39.18 

 
 
149 

 
 

.000 

 

 
 

2.220 

 
 

Null  

rejected  
Ha 

Transfer Pricing Provisions and Rules. 
 

 
 

Ho 

There is no significant relationship between 
sector-wise response towards overall system 
of Transfer Pricing. 

 
 

40.93 

 
 

149 

 
 

.000 

 
 

2.210 

 
 

Null  
rejected  

Ha 
 
Overall system of Transfer Pricing. 
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procedure, penalties for non-compliance, cooperation of Transfer Pricing authorities in Transfer Pricing process, 
Transfer Pricing provisions and rules, and overall system of Transfer Pricing. The t– value for the above said issues 
are 27.00, 43.36, 35.07, 40.90, 37.82, 41.77, 39.18, and 40.93 respectively, with degree of freedom (for all 
specific issues of Transfer Pricing) being 149, p-value being .000 and mean difference being greater than 0.05 
(+1.96) level of significance the null hypotheses are rejected. Consequently, it is concluded that there is 
significant relationship between sector-wise responses of the respondents towards specific issues of Transfer 
Pricing.  A critical evaluation of test results makes the point also clear that the corporates are comfortable and 
happy in dealing with the ‘Specific Issues’, of Indian Transfer Pricing covered under the study.  

Transfer Pricing is order of the day and its increasing relevance needs no exaggeration thanks to 
globalisation policies of the countries around the globe. However, it is necessary that the Transfer Pricing policies 
and system of any tax jurisdiction should not be a hindrance in the efficient play of global economic partners. The 
study has revealed that Indian Transfer Pricing policies and system are not wholly rejected by the corporates. In 
fact most of the Indian Transfer Pricing regulatory provisions have been approved by the corporates. Never the 
less as a sequel to the analysis of corporates’ it is desired that the Indian Government should initiate proper 
measures to ensure that the frequency in amendments to Transfer Pricing provisions is reduced, undue 
aggressiveness of the Transfer Pricing authorities is tapered, documentary compliance requirements are eased, 
appeals are disposed timely and cooperation of authorities is enhanced. It is necessary that Indian Transfer 
Pricing system is leveled-up to international benchmarks like OECD regulations. These measures will go a long 
way in improving the Transfer Pricing regulation for the benefit of both the corporates as well as the 
Government. 

CONCLUSION:
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