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ABSTRACT

Transfer pricing of foreign funded enterprises is discussed in
this dissertation. Transfer pricing means the pricing action of the
transactions about tangible property, intangible property, service
or capital, between the affiliated enterprises. Foreign funded en-
terprises have become an important component of Chinese econo-
my., giving impetus to the economic development and reforma-
tion. The problem of foreign funded enterprises’ deficit having
gone worse and worse, It is explicit that transfer pricing is the
decisive factor of foreign funded enterprises’ deficit.

There are four key contents about transfer pricing of foreign
funded enterprises in this dissertation: (1) the status quo,
(2) the mechanism, (3) the comparison of the international reg-
ulation on transfer pricing, and (4) the strategies of regulating
transfer pricing under WTO environment.

The transfer pricing status quo of foreign funded enterprises
is analyzed qualitatively and quantitatively. Compared with the
state owned enterprises, foreign funded enterprises have many
advantages. But foreign funded enterprises’ deficit level is higher

much than the state owned enterprises’. By analyzing the rela-



tionship of deficit and the relative elements, it is proved that the
decisive factor of foreign funded enterprises’ higher deficit is their
higher proportionality of import and export, i. e. transferring
profits outward through import and export result the deficit.
Therefor, it is showed that transfer pricing is the decisive factor
of foreign funded enterprises’ higher deficit. It is also showed,
by analysis, that over 100 billion RMB Yuan was transferred
evenly to the outside of China by foreign funded industrial enter-
prises in the near years.

The mechanism of foreign funded enterprises’ transfer pri-
cing is further discussed. By analyzing their motives, it is discov-
ered that the main motive of transfer pricing is not the avoidance
of tax, but the avoidance of politic risk and foreign exchange
risk, and the misappropriating of the profits which ought to
owned by Chinese co-owner.

The degree of motive effects the differences between the
transfer price and the arms length price. Generally, the stronger
motive, the bigger difference is. Multinationals must consider
other elements such as the share structures, the income tax
rates, and the tariff levels, when they make transfer-pricing deci-
sions. It is proved that the higher share proportion in the Joined
Venture, the lower motive of transferring profits to foreign tax

jurisdiction has. Therefor, we should encourage the development



(Abstract) 3

of wholly foreign funded enterprises in China, other than the
J-V.

The developed countries have been researching on transfer
pricing for many decades. So we should learn from the interna-
tional conventions. In the fourth chapter, the methods of regula-
ting on transfer pricing and taxation regulations on transfer pri-
cing suggested by OECD and U. S. A. are introduced. And then,
China’s rules on transfer pricing and their efficiency are re-
viewed.

China has become the number of WTO. It is valuable to re-
search how to govern the transfer pricing of foreign funded enter-
prises. In the last chapter of the dissertation, the direct price
regulations or profit regulation is discussed, by analyzing that of
which will benefit for China. At last, the strategies how to tack-
le with the transfer pricing of foreign funded enterprises are pres-

ented.
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