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battles. Recently, system has been improved by incorporating APAs, SHRs, Roll Back, Range Concept, etc. The
success of this new transfer regime, however, rests with the availability and capability of human resources. In this
scenario this paper discusses the relevant concepts and emphasise upon the need to fill up the gap between demand
and supply of human resources so as to make the system more effective and faster.
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1. Introduction

Transfer pricing (TP) rules in India, for the first time, were introduced in 2001 and were effectively implemented during
2003. However, there have been many issues viz. tedious documentation, muddled and complicated procedures, and rigorous
penalties leading to so many disputes. Therefore, this subject has emerged as biggest source of courtroom battles between the
tax authority and the tax payers (MNCSs). Hence, there has been strong demand from all concerns that the Indian Govt. should
make the transfer pricing legislation more transparent, by including globally established practices as prescribed by the OECD.
As a result, in the recent years, the Indian TP system has been made more transparent by incorporating in it the provisions of
Advance Pricing Agreements (APAs) and Safe Harbour Rules (SHRs). The APA rules have been further improved by
including the provisions of roll back, range concept, etc. and the improved transfer pricing legislation, is now being referred
as the new transfer pricing regime or era, which mainly is intended to lessen the litigations and invite more FDI and foreign
technology into the country. One of the major concerns, however, for the success of this new transfer regime rests with the
availability and capability of human resources needed to deal with this subject efficiently and effectively on both sides i.e.
taxation authorities and the tax payers (MNCs). With the provisions of APAs, SHRs and more recent developments in this
area, now both sides need more trained officers and executives than ever before to handle the transfer pricing cases
successfully. In this scenario this paper discusses the relevant concepts and the emphasise upon the need to fill up the gap
between the demand and supply of human resources so as to make the system more effective and faster not only to reduce the
litigations but also the pave the way for more foreign investments.

1.1 Transfer Pricing Abuse
Multinational enterprises (MNESs), by their very nature, have advantages and disadvantages. A major advantage (and thus
major motivation) is that operating in many countries provides the opportunity to exploit structural market imperfections for
competitive advantage ... Transfer pricing policy can help a MNE take advantage of complex international market
imperfections while managing costs and risks (Cecchini, et al. 2013) and the intra-firm trade is going up rapidly the world
over. According to UNCTAD’s (WIR 1996) one third of world trade is basically intra-firm trade (1). Because of mergers and
acquisitions, intra-firm trade, both in numbers and value terms has increased considerably in recent years. As per UNCTAD’s
(WIR 2009), there is a total of 889,416 multinational companies (MNCs) around the world: 82,053 parent corporations and
807,363 affiliates and in 2008, the 100 largest MNCs sales combined amounted to nearly $8.5 trillion”. Considering such a
huge number of global transactions amongst the MNCs and their affiliates it is unimaginable to monitor all transactions
leaving the large scope of tax evasions. As mentioned by Singh (2007) “it makes the task of tax authorities difficult to
monitor and control each and every transaction taking place within a particular TNC”. The prices of these transactions i.e.
within the related parties are administered prices and are known as transfer prices. The literature is full of the evidences
[Chugan (1999 and 2010), Deo (1975, 1977 and 1986), Kumar (1984), Krishna (1984), Lall (1973 and 1979), Mann (1982),
Chandrashekhar & Purakayastha (1982), Ramanujam (2001), REGTPG (2002), Singh (2007), Subrahmanian & Pillai (1976),
Vaitsos (1974), Venu, (1983), etc.] to reveal how MNEs have been manipulating the prices to their advantages. By doing so,
not only they reap exorbitant profits but also cause substantial loss of tax revenues to host countries. This is known as abuse
of transfer pricing, which has been resulting in an increasing number of disputes and litigations between the tax authorities
and MNEs, which often restricts the inflow of foreign investment.

Thus, “worldwide there are lots of controversies and debates between the tax authorities and the MNC’s about the related
party transaction pricing. The tax authorities contest on the grounds that non arm’s length price is depriving them of rightful
revenue and that the MNC’s are doing this to save on tax liability (Pendse, 2012). In view of rampant abuse of transfer



Fourteenth AIMS International Conference on Management 151

pricing, OECD has already prescribed guidelines and many countries such as Australia, USA, UK, and China have developed
their TP regulations based on these guidelines. In India, however, for the first time in 2001, TP rules were framed and there
had been many demands from tax consultants/experts, industry representatives, researchers, and academicians that India
should also adopt the Advance Pricing Arrangement (APAS) to reduce disputes and litigations (Chugan 2010). As a result,
now a remarkable journey, aimed at reducing litigation and creating a very favourable and friendly FDI environment in the
country, has begun in the area of transfer pricing regime. With the introduction of Advance Pricing Agreements also known
as Advance Price Arrangement (APA) and Safe Harbour Rules (SHRs) in line with the global practices, which are followed
by many of the developed countries, and further more recent amendments in union budgets of 2013 and 2014, most of the
industry’s demands have been met. According to a report (ET, 2013) “today, MNCs can choose between safe harbour rules
and advance pricing agreements to compute transfer prices for transactions within group companies. This is progress. A
modern tax administration without arbitrariness, clear tax rules and low tax rates will accelerate growth. MNCs will then have
no incentive to shift profits out of India”.

One of the major concerns for the effective implementation of TP regulations, however, is about the limited availability of
capable human resources - on bhoth sides i.e. tax authorities and the taxpayers (MNESs). This scarcity of trained human
resources has further aggravated with the implementation of new the new TP regime which now has the provisions of APA,
SHR, and applicability of APA provisions to domestic companies as well. However, India’s new TP system, as stated by
Chugan and Dhar (2016) “is still in the stage of infancy and needs more experienced and trained manpower to handle it with
accuracy and efficiency”. Therefore, the system now needs more trained officers and executives than ever before to speed up
the cases. As per ET (2013), “India's tax officers would need intensive training to deal with the new regime as transactions
within group companies are becoming increasingly complex in a globalised economy and transfer pricing rules now apply to
transactions between domestic companies within the same group”. In this background this paper traces the mismatch of
demand and supply of skilled manpower in this domain and underscores importance of human resources to manage in the
new transfer pricing era more efficiently to get the expected results of not only to reduce the litigations but also to invite
MNEs to invest more in the country.

2. Defining Transfer Pricing

Transfer pricing has emerged as one of the dominant sources of controversy in international taxation. Transfer pricing is the
process by which a multinational enterprise (ME) calculates a price for goods and services that are transferred to affiliated
entities. These transfer prices impact the taxable income reported in each country in which the MNE operates (TondKar, et al.
2005). Transfer pricing is used as a tool for various purposes by MNC’s in their course of business with related parties in
international transactions (Pendse, 2012). It is the price received by one MNE or its associate to other associate or related
units of the same MNE or in another words, it is price charged between the related units for all kind of transactions. As
mentioned by Elliott and Emmanuel (2000), “International transfer pricing is pervasive in that it can apply to all manner of
goods, services (2), finance and intangible assets which flow between members of a group located in different parts of the
world”. Thus, as per transfer pricing rules, all kind of transactions between the associated, affiliated, related, subsidiaries or
entities of the same MNEs, etc. should be priced as if the transactions are with not related parties and based on the arm’s
length principle.

Transfer pricing, one of the most controversial and complex issues, requires closer scrutiny not only by the critics of TNCs
but also by the tax authorities in the poor and the developing world. Transfer pricing is a strategy frequently used by TNCs to
book huge profits through illegal means. The transfer price could be purely arbitrary or fictitious, therefore, different from the
price that unrelated firms would have had to pay. By manipulating a few entries in the account books, TNCs are able to reap
obscene profits with no actual change in the physical capital (3). Transfer pricing as per Lall (1974) may be defined as the
“Pricing of transactions, both of commodities and intangibles, such as technological services and brand names between
different branches of Multinational Corporation”. According to UN (1975) these may, therefore, be termed as clearing price
entered in the books for transactions within a firm - the firm in this context meaning the entire business enterprise considered
as a unit.

2.1 Advance Pricing Agreement (APA)

An advance pricing agreement, popularly known in its abbreviated form as APA, is a deal that has been negotiated between
the taxpayers and the taxation authority of a country through which an agreement in advance is signed by both parties
agreeing for the method to be used to determine the transfer pricing of the transactions to take place between the MNCs,
foreign parent, and its associate, subsidiary, affiliate or related parties etc. so that there are no disputes at the later stage.

Thus, advance pricing agreement or arrangement (APA) is a mechanism designed by the tax authorities in many countries
to resolve actual or potential disputes pertaining to international transfer pricing between the Multinational Corporations or
international companies which have business interest in their countries. Under this mechanism the methods for determining
the transfer pricing for inter-company transactions are set well in advance, there exists a transparency of rules and disputes
can be solved in a cooperative manner (Chugan 2007a). There are three types of APA viz. Unilateral APAs (involving one
country), Bilateral APAs (involving two countries) and Multilateral APAs (involving more than two countries). Unilateral
APA is an agreement between a taxpayer and the tax administration of the country where it is subject to taxation. A bilateral
or multilateral APA is entered into between the taxpayer, the tax administration of the country where it is subject to taxation
and one or more foreign tax administrations (PWC, 2011). Thus, a bilateral or multilateral APA is an arrangement between a
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business (MNC or its subsidiary i.e. the tax payer), the Tax Office in host country and one or more foreign tax authorities.
Therefore, in such type of APA, the negotiations are held not only with tax authority in the host country but also with other
foreign tax authority (ies) to reach an agreed positon. When an APA does not involve other country(ies) with whom host
country does not have a double tax treaty or agreement, the arrangement is only between the tax payers and the tax authority
of the host country and is called as Unilateral APA (Chugan, 2010). Bilateral or Multilateral APA is considered a better
option because it may give full solution. According to E&Y (2014), “if an inter-company transaction spans two or more
countries under the applicable income tax treaties, the Bilateral/Multilateral APA creates efficiency by involving the relevant
Competent Authorities in negotiations from the outset and securing an improved protection. Taxpayers also have the option to
convert Unilateral APA applications into Bilateral before they are agreed or concluded”.

2.2 Response to APAs

With the implementation of APA system on July 1, 2012 and financial closing of the same year, the Govt. had received 14
APA applications and as per the reports (BS, 2014) this was indeed the largest response in any country for the first year of
APA implementation. Thus, the response was encouraging which continued further and the Govt. had received 146
applications next year, amongst these 117 applications were for unilateral APAs. The encouraging response was also reported
in the media (BS 2014a) stating a large chunk of these applications i.e. 142 was received in the last 15 days of the closing of
the year. Moreover, amongst these applications, first batch of five APAs had already been signed quickly with MNEs in the
field of pharmaceuticals, telecom, exploration, and financial services to provide much comfort to these MNCs for the next
five years i.e. assessment year 2014-15 to 2018-19.

The response for the next year was even more encouraging. In fact as stated by Sikarwar (2014) “Multinational companies
have rushed to hammer out agreements that lock in their tax liabilities in India for the next five years through Advance
Pricing Agreement programme, putting behind their outrage over what’s been perceived as the government’s aggressive tax
practices”. This is evident from the fact that more than 240 companies had filed up their applications and sought APAs for the
year 2014-15 covering wide range of sectors such as IT and IT enabled services (ITeS), financial services, pharmaceuticals
and chemicals and deals pertaining to issues such as royalties, corporate guarantees, out-sourcing and interest income.

2.3 Safe Harbour Rules (SHRs)

Internationally, the concept of safe harbour is embedded in TP regulations of several tax jurisdictions, which includes both
developed (e.g. United States, Australia, and Japan) as well as developing (e.g. Brazil, Mexico and South Africa) countries. It
is widely deployed tool to simplify compliance process for eligible taxpayers and provide administrative convenience to the
tax authorities (Vishwanathan and Shah, 2013). In fact the system of, safe harbour and Advance Pricing Arrangement (APA)
are emerging as the two most efficient ways of reducing litigation in the area of transfer pricing, which is developing as the
most important taxation subject among the chief executives and tax authorities (Chugan, 2010). The literal meaning of the
term “safe harbour” is “safe haven or a place which provides security or safety”. In taxation, it means that the results of the
taxpayers who fulfil the required conditions are accepted and they are exempt from detailed scrutiny. This provides certainty
to taxpayers, particularly to those investing in a new tax jurisdiction (Chugan, 2014).

As one of the major reforms in Indian TP rules, sector specific Safe Harbour Rules (SHRs) have been announced recently
for the seven sectors under which taxation department will accepted the international pricing transactions without any
questioning or doubt between the MNCs and their affiliates, subsidiaries, related concerns under some specified limits and
conditions. As the starting point, these rules are prescribed for a period of five years effective from the assessment years
2013-14 (4).

2.4 More Investors’ Friendly Provisions under APA

Although the response of APA system has been encouraging, the Govt. of India in the union budget of July, 2014 has
provided a few more investors’ friendly provisions in its efforts to make the APA system more effective and the rules for “roll
back” have been notified on March 15, 2015 wherein pre-filing consultation has been made optional (5). These
improvements, as given below, will not only reduce the litigation but also attract more FDI.

Firstly, the “roll back” facility in APA has been provided meaning that an APA entered for future transactions could be
applied for previous four years in specified circumstances. It is expected that this facility in APAs will help resolve many
recent pending disputes. It may be pointed out that a taxpayer availing “roll back” will in essence may get certainty for nine
years (four years in the past and five years for the future).

Secondly, the range based concept for determination of arm’s length price (ALP) has been introduced. This concept, as per
the industry reactions was indeed long awaited and business community as per reports should definitely expect more ease in
proving that their transactions are at arm's length.

Thirdly, allowing the business community to use of multiple year data for determining the arm's length price has been a
welcome step as it had been a part of every transfer pricing dispute where the transactional net margin method had been used
to benchmark a transaction. It is therefore, expected that introduction of this facility of allowing the use of multiple year data
will definitely provide a big relief to taxpayers who had been finding it cumbersome to benchmark the transaction using the
most current year data, which many a times are not available in public domains.

All the three provisions introduced in the budget of 2014, are in line with international standards, and have further
improved the Indian TP rules. This move, as reported by a team (TOI, 2014), “will substantially reduce litigation in the
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transfer pricing arena ... in other words, the arm’s length price determined under an APA will also apply to past transaction
and multiple year data will also be used in comparability analysis for determining the price”. Experts in the field of
international taxation have opined that these measures indeed indicate a strong positive signal to investors that the
Government is serious about reducing hurdles in doing business in India.

Further, it is worth to note that one of the major steps under reform process, as per the union budget, is the extension
advance ruling regime to domestic units above certain threshold. Hence, the scope of income tax settlement commission has
now also been enlarged. As per reports (BS 2014b) “this is expected to address the proliferation of litigation in domestic
taxes. Currently, tax demands of more than Rs. 4 lakhs crore are under the dispute and litigation before various courts and
appellate authorities; therefore, Govt. has proposed to strengthen the Authority for Advance Rulings by constituting
additional benches.”

3. Need for Increasing Human Resources’ Capabilities

As mentioned above, one of the key concern that has drawn attention of all stake holders, be it tax department (authorities),
tax consultants, MNEs, industry associations and trade bodies in the area of international transfer pricing is related - first to
the limited availability of related manpower and second to individual officers' capabilities to deal with increasingly complex
and dynamic global business scenario with more new rules being incorporated by the countries the world over. This result in
delays and substantial unproductive costs both in terms of time and money is born by the tax payers. According to ATO
(2014) “this is particularly so where the decision maker does not possess the requisite experience and capability”. Therefore,
it is not India alone, but also in the developed countries such as in Australia, where legislation pertaining to transfer pricing is
rather strong and the policies and practices are well established it has been said the officers are “unable to practically apply
transfer pricing to taxpayers' organisations within particular industries....officers were said to have limited understanding of
broader economic influences, particular industries or the commercial drivers for particular businesses... officers appear not to
undertake sufficient research, do not closely consider the information provided by taxpayers and are slow to understand the
arrangements they are investigating. Their decisions were believed to be based on imprecise and high level analysis. These
issues adversely impact the functional analysis required in transfer pricing and are exacerbated in more complex matters
(ATO, 2014). In recent years, the German Revenue has also identified transfer pricing as a strategic area of the highest
importance, and considerable efforts are being made to strengthen this area, both from a manpower/experience and an
organisational point of view (6). According to Tondkar et al (2005), “transfer pricing issues are also costly and difficult for
regulators because of the lack of qualified personnel and resources. Oftentimes, the regulators do not have the staff with the
knowledge base necessary to audit large Multinational Enterprises’ transfer pricing practices”.

Moreover, it is worth to note the need for more Transfer Pricing Officer and demand for executives for MNEs is in sight
because more recent development in this area. For example, India has just signed her first bilateral advance pricing agreement
with Japan on Dec. 19, 2014, which indeed is an important step in country’s attempt to provide a predictable transfer pricing
regime. According to report in (ET, 2014), “this shows that the policy makers and the concerned authorities in India are
inclined to make APA a success and thereby provide certainty to taxpayers, particularly in respect of transfer pricing.

3.1 More Bilateral APAs Require More Skilled Human Resources

After signing the first batch of 5 unilateral APA, the country is now discussing about 50 bilateral APAs involving the
multinationals involving the tax authority of their respective country of origin. Of course, the bilateral APA with Japan has
already been negotiated and singed as stated in the above para. It is reported (Beniwal, 2014) that about 15 bilateral
applications from UK, 10 from Japan and a few from Switzerland and other European countries are under discussion...
Bilateral APA give certainty that the price declared using the agreed approach won’t be questioned in either of the countries
concerned. As per latest reports (Srivats, 2016) “India’s APA programme has crossed a milestone with CBDT signing 5 more
unilateral APAs .... In entire 2015-16, the CBDT had signed 55 APAs. Since its inception, the APA scheme has attracted
tremendous interest among MNCs and more than 700 applications (both unilateral and bilateral) have been filled in just four
years”.

Moreover, as reported last year (Gupta, 2015), India and USA have also agreed on a broad framework for resolving transfer
pricing disputes involving American companies, paving way for increasing business ties between the two countries...This
also includes the promise to adhere to bilateral advance pricing arrangements (APAs) which would help US firms determine
their tax liability in advance and create certainty on tax issues. As reported (Sikarwar, 2015), nearly 180 to 200 transfer
disputes of US companies are pending ... and tax authorities will be able to resolve as many as 50 of these cases before the
end of financial year.

Although, India’s transfer pricing system, has incorporated the sophisticated provision of APA and SHRs, but in a stage of
infancy and needs to be nurtured with the experienced hands so as to tackle with the complex issues of transfer pricing and
there is a strong need strengthen the capabilities of not only the transfer pricing officers (TPOs) investigating such cases, but
also to train the executives working with tax payers enabling them to draft the proposals as per the guidelines issued by the
departments and negotiate them accordingly, so that there are no delays and proposal are cleared smoothly.

4. Mismatch between the Demand and Supply of Human Resources
It is thus evident that Indian international transfer pricing is now a specific domain which has significant mismatch between
the demand and supply of human resources. In view of the new provisions of APA and SHR in TP regime, as per Beniwal
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(2014), the number of APA applications has already crossed 400 (700 as reported by Srivats 2016) since its introduction in
July 2012, whereas there are only 13 officers (as on July 2014) in the income tax department to negotiate such cases.
Although this number of officer may go to 25 but it is still insignificant to deal such cases which are on increase. Moreover,
as reported (BS 2014a), 36 applications under SHR norms had also been received by the government as on March 2014 and
more applications were in pipe line. Further, as reported by global consultancy E&Y (ET, 2014) “with about 3,500 disputes,
India has the third largest number of pending cases related to transfer pricing in the world”, which requires expert hands to
deal such cases. Even a “country like South Africa, for example, is presently building an international tax team of up to 40
people with a model based on specialist teams who undertake the end to end process of transfer pricing — from risk
identification through to resolution of audits and enquiries to handle transfer pricing (OECD 2012)”.

Moreover, this gap is likely to increase further as a result of extending the APA regime, which was hitherto available only
for foreign companies, to domestic companies above a certain threshold as well. Further, to increase efficiency of the new
transfer pricing regime, it is also necessary to accelerate their capabilities of human resources so that they may perform their
jobs more speedily and effectively.

4.1 Developing Skill to Deal with Transfer Pricing
To match the supply side with that of demand, new TP regime, thus requires both number as well as skill development of the
professionals of this domain which may be acquired through arduous training / various workshops with much needed
emphasis on hands on experiences of learning by doing through practical cases and exercises so as to understand the relevant
concepts, issues and their applications. In addition to in-house programmes, the assistance of OECD may also be sought for
this purpose as “its sponsored multilateral training programmes offer an innovative approach to training in this area and one
that helps to foster a common understanding of the issues among tax administrators from different countries (OECD 2012)”.
According to PWC (2013/14) “Transfer pricing knowledge of the ‘average’ tax inspector is expected to increase significantly,
as training improves and inspectors gain experience in transfer pricing audits”. In-depth knowledge on the various aspects of
this domain will empower and enable Transfer Pricing Officers (TPOs), Auditors, Tax Professionals, Finance Professionals,
Legal Professionals, Economists, and Company Executives to:
e Gain/determine maximum/suitable value for the agreement in terms of arm’s length pricing, ALP computing
methods, SHRs, APA, MPA, etc.
e  Advise taxpayers to opt for either APA or Safe Harbor with their implications
o Draft/ initiate APA proposals for companies and participate in negotiations with taxation authorities.
e Understand workable/practicable knowledge, skills and methods for enhancing Transfer Pricing Policies and
implement the same.
e Understand Transfer Pricing Rules so as to determine if a particular transaction may be covered by Transfer Pricing
Regulations or not.
e Recognize how effectively meet the compliance burden imposed by the Transfer Pricing Regulations and further
suggestions for the same, if any.
o Discover the secrets to setting Transfer Prices in a way that achieves tax efficiency for the companies without
violating the Transfer Pricing Regulations.
e List out the ways to avoid costliest or frequent mistakes while analyzing and implementing an organization's
Transfer Pricing Policy.
e Evaluate whether the transfer prices already set by an organization are in compliance with the regulatory
requirements or not and if not how to do the needful in the matter.
e Prepare themselves (executives) well for the negotiations with taxation authority or vice versa i.e. taxation officers
with tax payers, for resolving the Transfer Pricing disputes, if any and avoid the resulting litigation.
e Discover how to save cost on unnecessary documentation and litigation in the area of National and International
Transfer Pricing.
e Learn about the present laws, new amendments and their implications including latest examples and cases and
Judicial Precedents in India, and other countries.
e Recognize and learn the importance of soft skills to handle such issues
It is important to note that the knowledge, training and experience of the above aspects assume much more importance
because APA approvals are subject to applicability of the various relevant laws of the country. “A draft APA agreement has
to be approved by the law ministry following which it is taken forward for further processing... it also includes the field visits
for fact finding (BS, 2014)”.

4.2 Co-operation and Coordination between Departments of Income Tax and Customs

Further, as already recognised by Ministry of Finance (MOF, 2007) the Co-operation and coordination between the two
Departments on ‘Transfer Pricing’ issues is absolutely essential. Both the departments have stated that there is urgent need to
organise training programmes and workshops for the officers of the Central Board of Direct Taxations (CBDT) and Central
Board of Excise and Customs (CBEC) handling international transfer pricing matters, involved in advance pricing agreement
cases and dealing with issues pertaining to safe harbour mechanism in Income Tax as well as Customs Department. For this
purpose, National Academy of Direct Taxes (NADT) and National Academy of Customs, Excise and Narcotics (NACEN)
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should pay more attention than ever before on priority, develop and organise frequent training programmes and workshops
for transfer pricing officers (TPOs) and share with them the new knowledge in the field from the different parts of the world.

5. Conclusion

The paper throws the light on the issues being faced both by the tax authorities and the companies regarding the lack of
trained manpower in the field of transfer pricing and related documentation. India’s transfer pricing system is currently
evolving with steps like incorporation of APA and SHR provisions, but in spite of this the transfer pricing system as a whole
is still in the stage of infancy and needs more experienced and trained officials to handle it with accuracy and efficiency. This
is the case not only in countries like India but even the in more developed economies. Since, it is still an emerging area
wherein the human resources involved are not aptly equipped with the sufficient know-how regarding various formalities and
documentations; it has resulted in the creation of a major gap between demand and supply of human resources related to
transfer pricing systems. Considering that the HR is great enabler to get the desired results, significant efforts are therefore,
needed from both fronts i.e., tax authorities and the multi-national enterprises, so as to uplift the number of trained managers
dealing with transfer pricing system. If this is done at this juncture, new transfer regime may be managed more effectively to
deliver the results as per the expectations. Therefore, there will be fewer disputes and litigations and the country will attract
more foreign investment and technology.

Notes

1. For the survey of literature on Research of Intra Firm Trade, see, WANG Li, SHEN Rui

2. For transfer pricing in services, see Chugan (2008).

3. For instance, a Korean firm manufactures a MP3 player for $100, but its US subsidiary buys it for $199, and then sells it
for $200. By doing this, the firm’s bottom line does not change but the taxable profit in the US is drastically reduced. At
a 30 per cent tax rate, the firm’s tax liability in the US would be just 30 cents instead of $30 (Singh 2007).

4. For sector specific detail on SHRs, see Chugan (2014). For complete details on safe harbour rules and the notification
see, http://www.transferpricing-india.com/safe-harbour-rules.htm accessed on Nov. 24, 2013.

5.  For details see, KPMG (2015).

6. For details see, PWC (2013/14), Chapter 33 on Germany.

6. References

1. ATO (2014), “Transfer Pricing Matters”, http://www.igt.gov.au/content/reports/ATO_transfer_pricing_matters
/Chapter_5.asp Accessed on 23-12-2014.

2. Beniwal, Vrishti (2014), “India May Soon Sign First Bilateral Advance Pricing Pact with Japan”, Business Standard, July
22, http://www.business-standard.com/article/economy-policy/india-may-soon-sign-first-bilateral-advance-pricing-pact-
with-japan-114072200120_1.html Accessed on 22-07-2012.

3. BS (2014), “Tax Dept. Inks Advance Pricing Pacts with 5 MNCs”, Business Standard, April 01, http://www.business-
standard.com/article/printer-friendly-version?article_id=114033100961_1 Accessed on 22-07-2014.

4. BS (2014a), “FM Push for Tax Pacts”, Business Standard, March 10, http://www.business-
standard.com/article/economy-policy/fm-push-for-tax-pacts-114031000004_1.html Accessed on 22-07-2014.

5. BS (2014b), “Tax Reforms: FM Eases Advance Pricing Regime — Domestic Companies Get Access to Advance Price
Ruling...” Business Standard, July 11, http://www.business-standard.com/article/economy-policy/tax-reform-fm-eases-
advance-pricing-regime-114071100197_1.html Accessed on 22-07-2014.

6. Chandrashekhar, C. P. and P. Purkayastha (1982), “Transfer Pricing in Indian Drug Industry: An Estimates and its
Implications”, Social Scientist, Jan., p.p. 3-10.

7. Cecchini Mark, Robert Leitch and Caroline Strobel (2013), “Multinational transfer pricing: A transaction cost and

resource based view”, Journal of Accounting Literature 31 (2013) 31-48, http://ac.els-cdn.com/S0737460713000025/1-

52.0-S0737460713000025-main.pdf?_tid=8bc96018-9647-11e4-a96e-

00000aab0f26&acdnat=1420619656_eb87a1919baa978591c747022614c70b Accessed on 01-02-2015.

Chugan, Pawan Kumar (1999), “International Technology Transfer”, Mumbai, Himalaya Publishing House.

9. Chugan, Pawan Kumar. (2007), “International Transfer Pricing, Taxation and Need for Advance Pricing Arrangement”,
Pravartak, the Journal of Insurance and Management, National Insurance Academy, School of Management, Pune, Vol.
I, Issue 2, Jan. — March 2007, p.p. 134-140. http://ssrn.com/abstract=1782384

10. Chugan Pawan Kumar (2007a), “Advance Pricing Arrangement, Transfer Pricing and MNCs: The Implications for
Foreign Investment in India”, in (Ed) Delener Nejdet, Leonora Fuxman, Luis Eduardo Rivera Solis and Che-Jen Su, p.p.
382-392. http://ssrn.com/abstract=1773176

11. Chugan Pawan Kumar (2008), “International Transfer Pricing in Services MNCs: A Case of Banking and Insurance
Sector”, in (Ed.) Dhar Upinder, Nath, V.V., Nair Satish K. and Yadav Prabhat Kumar, p.p. 225-238.
http://ssrn.com/abstract=1769367

12. Chugan Pawan Kumar (2010), “International Transfer Pricing in India: The New Era of Advance Pricing Arrangements
to Benefit both MNCs and Taxation Authority”, in Mehta Shantanu, and Neeraj Amarnani, pp. 505-522.
http://ssrn.com/abstract=1768627 Chugan Pawan Kumar (2014), “Transfer Pricing and MNCs: Safe Harbour Rules

®


http://www.transferpricing-india.com/safe-harbour-rules.htm
http://www.business-standard.com/article/economy-policy/india-may-soon-sign-first-bilateral-advance-pricing-pact-with-japan-114072200120_1.html
http://www.business-standard.com/article/economy-policy/india-may-soon-sign-first-bilateral-advance-pricing-pact-with-japan-114072200120_1.html
http://www.business-standard.com/article/printer-friendly-version?article_id=114033100961_1
http://www.business-standard.com/article/printer-friendly-version?article_id=114033100961_1
http://www.business-standard.com/article/economy-policy/fm-push-for-tax-pacts-114031000004_1.html
http://www.business-standard.com/article/economy-policy/fm-push-for-tax-pacts-114031000004_1.html
http://www.business-standard.com/article/economy-policy/tax-reform-fm-eases-advance-pricing-regime-114071100197_1.html
http://www.business-standard.com/article/economy-policy/tax-reform-fm-eases-advance-pricing-regime-114071100197_1.html
http://ac.els-cdn.com/S0737460713000025/1-s2.0-S0737460713000025-main.pdf?_tid=8bc96018-9647-11e4-a96e-00000aab0f26&acdnat=1420619656_eb87a1919baa978591c747022614c70b
http://ac.els-cdn.com/S0737460713000025/1-s2.0-S0737460713000025-main.pdf?_tid=8bc96018-9647-11e4-a96e-00000aab0f26&acdnat=1420619656_eb87a1919baa978591c747022614c70b
http://ac.els-cdn.com/S0737460713000025/1-s2.0-S0737460713000025-main.pdf?_tid=8bc96018-9647-11e4-a96e-00000aab0f26&acdnat=1420619656_eb87a1919baa978591c747022614c70b
http://ssrn.com/abstract=1782384
http://ssrn.com/abstract=1773176
http://ssrn.com/abstract=1769367
http://ssrn.com/abstract=1768627

156

13.

14,

15.
16.
17.
18.

19.

20.

21.

22.

23.

24.

25.

26.

217.

28.

29.
30.

31.
32.

33.
34.
35.
36.

37.

38.

39.

Fourteenth AIMS International Conference on Management

(SHR) and Advance Pricing Arrangement (APA) to Facilitate FDI and Reduce Litigation in India”’ in Rijwani and
Amarnani (Eds), pp. 355-367. http://ssrn.com/abstract=2383269

Chugan Pawan Kumar and Dhar Upinder (2016), “The Role of Human Resources in New Transfer Pricing Regime”
AIMS Journal of Management, (Co-author Upinder Dhar), Vol. 1, No. 2, ISSN: 2395 - 6852, July 2016, pp. 59-69.
http://aims.org.in/cmspage.php?sid=Uzg50TU= and https://ssrn.com/abstract=2846639

Delener Nejdet, Leonora Fuxman, Luis Eduardo Rivera Solis and Che-Jen Su (2007), “Achieving Competitive
Advantage Through Managing Global Resources”, (Ed.), Global Business and Technology Association, State University
of New York at Old Westbury, New York, USA.

Deo, Som (1975), “Multinational Corporations and the Developing Countries”, Economic Affairs, August, Vol. 20, No.
8.

Deo, Som (1977), “Modus Operandi of Drug Multinationals”, Economic Affairs, April, Vol. 22, No. 4.

Deo, Som (1986), “Multinational Corporations and Third World”, Ashish Publishing House, New Delhi.

Dhar Upinder, Nath, V.V., Nair Satish K. and Yadav Prabhat Kumar (2008), “New Age Marketing: Emerging Realities”,
(Eds) Excel Books, New Delhi.

Elliott, Jamie and Emmanuel, Clive (2000), “International Transfer Pricing: Searching for Patterns”, European
Management Journal, Vol. 18, No. 2, pp. 216-222, Pergamon, http://ac.els-cdn.com/S0263237399000936/1-s2.0-
S0263237399000936-main.pdf?_tid=7c7863ce-9648-11e4-8684-
00000aach362&acdnat=1420620060_06fb881f0cf0a986h33812a16584ch35

ET (2013), “Tax Officers Would Need Intensive Training on Transfer Pricing” Economic Times Bureau, Sep 20,
http://articles.economictimes.indiatimes.com/2013-09-20/news/42252719 1 pricing-rules-safe-harbour-rules-clear-tax-
rules

ET (2014), “India Signs First Bilateral APA”, The Economic Times Bureau, Dec. 20. p. 4. http://articles.economic
times.indiatimes.com/2014-12-20/news/57257587_1_an-apa-transfer-pricing-advance-pricing-agreement, Accessed on
24-12-2014.

ET (2014), “India has 3" Largest TP Cases E & Y” http://articles.economictimes.indiatimes.com/2012-08-
20/news/33288009_1_transfer-prices-e-y-partner-inter-company-transactions Accessed on 25-12-2014.

E & Y (2014), “India Advance Pricing Agreements: Providing Transfer Pricing Certainty”
http://www.ey.com/Publication/vwLUAssets/EY -India-Advance-Pricing-Agreements/$FILE/EY -India-Advance-Pricing-
Agreements-providing-transfer-pricing-certainty.pdf Accessed on 25-12-2014.

Gupta, Surojit (2015), “India US Trade Deals: Framework on Transfer Pricing Ready” Times of India, Jan. 25, p.10,
http://timesofindia.indiatimes.com/business/india-business/India-US-trade-deals-Framework-on-transfer-pricing-
ready/pmarticleshow/46007775.cms?prtpage=1 Accessed on Jan. 27.

KPMG (2015), “Indian Advance Pricing Agreements-Rollback Rules Notified and Pre-filing Consultations made
Optional” March 16,
https://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/taxnewsflash/Documents/tp-india-march17-
2015.pdf

Krishna, Sridhar (1984), “A Note on Transfer Pricing — Some Theoretical Issues and Empirical Evidences”, Social
Scientist 12, p.p. 22-32.

Kumar, Nagesh (1984), “Social Cost Benefit Analysis of an Export Oriented Project with Foreign Collaboration”,
Industry and Development, No. 10, UNIDO.

Lall, Sanjaya (1973), “Transfer Pricing by Multinational Manufacturing Firms”, Oxford Bulletin of Economics and
Statistics, Vol. 35, p.p. 173-95.

Lall, Sanjaya (1974), “Transfer Pricing and Multinational Corporations”, Monthly Review, December, p.36.

Lall, Sanjaya (1979), “Transfer-Pricing and Developing Countries: Some Problems of Investigation”, World
Development, Vol. 7, pp. 59-71.

Mann, T. S. (1982), “Transfer of Technology”, Bombay, Himalaya Publishing House.

Mehta Shantanu, and Neeraj Amarnani (2010), “Sustaining Shareholder Value: Role of Investors and Regulations, Eds.
Excl Books, New Delhi.

MOF (2007), CBEC Circular on “Implementation of the recommendations of the Joint Working Group on Transfer
Pricing” Ministry of Finance, Dept. of Revenue.
http://www.cbec.gov.in/customs/cs-circulars/cs-circulars07/circ20-2k7-cus.htm

Accessed on Dec. 23, 2014.

OECD (2012), “Dealing Effectively with the Challenges of Transfer Pricing”
http://www.oecd.org/site/ctpfta/49428070.pdf accessed on 14-04-2015

PWC (2011), “Cetainty in the Uncertain World of Transfer Pricing: White Paper on APA in India - 2011”,
https://www.pwc.in/assets/pdfs/publications-2011/PwC_India_-_Mutual_Agreement_Procedure_Answering_Queries-
130112.pdf Accessed on 25-12-2014.

PWC (2013/14), “International Transfer Pricing” http://www.pwc.com/gx/en/international-transfer-pricing/assets/itp-
2013-final.pdf accessed on 14-04-2015.

Pendse, J. Shantnu (2012), “International Transfer Pricing: A Review of Non-tax Outlook”, International Conference on
Emerging Economies - Prospects and Challenges


http://ssrn.com/abstract=2383269
http://aims.org.in/cmspage.php?sid=Uzg5OTU
https://ssrn.com/abstract=2846639
http://ac.els-cdn.com/S0263237399000936/1-s2.0-S0263237399000936-main.pdf?_tid=7c7863ce-9648-11e4-8684-00000aacb362&acdnat=1420620060_06fb881f0cf0a986b33812a16584cb35
http://ac.els-cdn.com/S0263237399000936/1-s2.0-S0263237399000936-main.pdf?_tid=7c7863ce-9648-11e4-8684-00000aacb362&acdnat=1420620060_06fb881f0cf0a986b33812a16584cb35
http://ac.els-cdn.com/S0263237399000936/1-s2.0-S0263237399000936-main.pdf?_tid=7c7863ce-9648-11e4-8684-00000aacb362&acdnat=1420620060_06fb881f0cf0a986b33812a16584cb35
http://articles.economictimes.indiatimes.com/2013-09-20/news/42252719_1_pricing-rules-safe-harbour-rules-clear-tax-rules
http://articles.economictimes.indiatimes.com/2013-09-20/news/42252719_1_pricing-rules-safe-harbour-rules-clear-tax-rules
http://articles.economictimes.indiatimes.com/2012-08-20/news/33288009_1_transfer-prices-e-y-partner-inter-company-transactions
http://articles.economictimes.indiatimes.com/2012-08-20/news/33288009_1_transfer-prices-e-y-partner-inter-company-transactions
http://www.ey.com/Publication/vwLUAssets/EY-India-Advance-Pricing-Agreements/$FILE/EY-India-Advance-Pricing-Agreements-providing-transfer-pricing-certainty.pdf
http://www.ey.com/Publication/vwLUAssets/EY-India-Advance-Pricing-Agreements/$FILE/EY-India-Advance-Pricing-Agreements-providing-transfer-pricing-certainty.pdf
http://timesofindia.indiatimes.com/business/india-business/India-US-trade-deals-Framework-on-transfer-pricing-ready/pmarticleshow/46007775.cms?prtpage=1
http://timesofindia.indiatimes.com/business/india-business/India-US-trade-deals-Framework-on-transfer-pricing-ready/pmarticleshow/46007775.cms?prtpage=1
https://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/taxnewsflash/Documents/tp-india-march17-2015.pdf
https://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/taxnewsflash/Documents/tp-india-march17-2015.pdf
http://www.cbec.gov.in/customs/cs-circulars/cs-circulars07/circ20-2k7-cus.htm
http://www.oecd.org/site/ctpfta/49428070.pdf
https://www.pwc.in/assets/pdfs/publications-2011/PwC_India_-_Mutual_Agreement_Procedure_Answering_Queries-130112.pdf
https://www.pwc.in/assets/pdfs/publications-2011/PwC_India_-_Mutual_Agreement_Procedure_Answering_Queries-130112.pdf
http://www.pwc.com/gx/en/international-transfer-pricing/assets/itp-2013-final.pdf
http://www.pwc.com/gx/en/international-transfer-pricing/assets/itp-2013-final.pdf

Fourteenth AIMS International Conference on Management 157

40.

41.

42,

43.

44,

45,

46.

47.

48.

49,

50.

51.

52.

53.

54.

55.

56.

57.

(ICEE-2012), Procedia - Social and Behavioral Sciences 37, pp. 337 — 343, http://ac.els-cdn.com/S1877042812007781/1-
§2.0-S1877042812007781-main.pdf?_tid=96ab2c9a-9648-11e4-b6cf-
00000aab0f6c&acdnat=1420620103_5335959366dc5dbc99aa2bc8cdccddee Accessed on Feb.1, 2012

Ramanujam, T.C.A. (2001), “How to Make Transfer Price Effective”
http://www.hinduonnet.com/businessline/2001/06/29/stories/042920ma.htm

REGTPG (2002), “Report of Expert Group on Transfer Pricing Guidelines”, submitted to the Government of India,
Ministry of Finance and Company Affairs, August.

Rijwani Prag and Amarnani Neeraj (2014), “Emerging Paradigms in Corporate Finance and Regulatory Framework”,
Eds. Prag Rijwani and Neeraj Amarnani, E-Book, ISBN: 978-81-923049-3-9, Print Quick, Institute of Management,
Nirma University, Ahmedabad, Jan.

Sikarwar, Deepshikha (2014), “MNCs Rush to Seal 5-Yr Tax Pacts in Advance” The Economic Times, 31 March.
http://articles.economictimes.indiatimes.com/2014-03-31/news/48735418 1 _transfer-pricing-advance-pricing-
agreement-apas accessed on Jan. 27, 2015.

Sikarwar, Deepshikha (2015), “Advance Pricing Agreements to Draw Investments from US Companies like Lockheed
Martin, Google & others to India, The Economic Times, Jan 26, p.1&10.
http://articles.economictimes.indiatimes.com/2015-01-26/news/58470091_1_transfer-pricing-bilateral-apas-indian-tax-
authorities Accessed on Jan. 27, 2015.

Singh, Kawaljit (2007), “Growing Abuse of Transfer Pricing by Transnational Corporations”,
http://www.globalpolitician.com/print.asp?id=2892

Srivats, K. R. (2016), “CBDT Signs Five More Unilateral Advance Pricing Agreements”, The Hindu Business Line,
Sept. 23, http://www.thehindubusinessline.com/economy/indias-apa-programme-reaches-new-
milestone/article9140804.ece?css=print accessed on Sept. 29, 2016

TOI (2014), “Govt. Offers Truce in Transfer Pricing Battles via Rollbacks”, Team Times of India, 11 July, p.7.
http://timesofindia.indiatimes.com/budget-2014/union-budget-2014/Union-Budget-2014-Govt-offers-truce-in-transfer-
pricing-battles-via-rollbacks/articleshow/38161919.cms Accessed on Dec. 24, 2014.

Tondkar, Rasoul H., Wendy W. Achilles and Joyce van der Laan Smith (2005), “Transfer Pricing Practices And
Regulatory Actions in The U.S. and U.K. : A Cross-Country Comparison and Analysis”, Advances in International
Accounting, Vol. 18, pp. 199-217, http://ac.els-cdn.com/S0897366005180106/1-s2.0-S0897366005180106-
main.pdf?_tid=191df06e-9648-11e4-ac71-00000aach362&acdnat=1420619893_9ae7b4dd7e9f92a0b95236ef24743ch8
Accessed on 01-02-2015.

Vaitsos, C.V. (1974), “Inter — Country Income Distribution and Transnational Enterprises”, Oxford, Oxford University
Press.

UN, (2013), Practical Manual on Transfer Pricing, Chapter 4- Establishing Transfer Pricing Capability in Developing
Countries, http://www.slideshare.net/saiprasadbagrecha/chap4-capability-20120924v4hcaccp Accessed on 27-01-2015.
UN (1975), “Tax Treaties between Developed and Developing Countries”, UN Document ST/ESA/18, Fifth Report,
p.63.

UNCTAD, 1996. World Investment Report: Investment, Trade and International Policy Arrangements. United Nations,
New York.

UNCTAD (2009), World Investment Report, see the news items at Source:
http://www.numberof.net/number%c2%a0of%c2%a0mncs-in-the-world/ accessed on April 6, 2015. Main report at
http://www.indiaenvironmentportal.org.in/files/wir2009_en.pdf

Venu, S. (1983), “Transfer Pricing by Multinational Corporations”, Bombay, Commerce Publications Ltd.

Vishwanathan Ashwin and Shah Dhinal (2013), “Indian Safe Harbour Rules — An Analysis”, The Chartered Accountant,
The Institute of Chartered Accountants of India, VVol. 62, No.5, November, pp.771-777

WANG Li, SHEN Rui, (NA), “A Survey of Literature on Research of Intra-firm Trade”,
http://www.seiofbluemountain.com/upload/product/201309/2013jrgjgc311b13.pdf , accessed on Nov. 11, 2016


http://ac.els-cdn.com/S1877042812007781/1-s2.0-S1877042812007781-main.pdf?_tid=96ab2c9a-9648-11e4-b6cf-%2000000aab0f6c&acdnat=1420620103_5335959366dc5dbc99aa2bc8c4ccd4ee
http://ac.els-cdn.com/S1877042812007781/1-s2.0-S1877042812007781-main.pdf?_tid=96ab2c9a-9648-11e4-b6cf-%2000000aab0f6c&acdnat=1420620103_5335959366dc5dbc99aa2bc8c4ccd4ee
http://ac.els-cdn.com/S1877042812007781/1-s2.0-S1877042812007781-main.pdf?_tid=96ab2c9a-9648-11e4-b6cf-%2000000aab0f6c&acdnat=1420620103_5335959366dc5dbc99aa2bc8c4ccd4ee
http://articles.economictimes.indiatimes.com/2014-03-31/news/48735418_1_transfer-pricing-advance-pricing-agreement-apas
http://articles.economictimes.indiatimes.com/2014-03-31/news/48735418_1_transfer-pricing-advance-pricing-agreement-apas
http://articles.economictimes.indiatimes.com/2015-01-26/news/58470091_1_transfer-pricing-bilateral-apas-indian-tax-authorities
http://articles.economictimes.indiatimes.com/2015-01-26/news/58470091_1_transfer-pricing-bilateral-apas-indian-tax-authorities
http://www.globalpolitician.com/print.asp?id=2892
http://www.thehindubusinessline.com/economy/indias-apa-programme-reaches-new-milestone/article9140804.ece?css=print
http://www.thehindubusinessline.com/economy/indias-apa-programme-reaches-new-milestone/article9140804.ece?css=print
http://timesofindia.indiatimes.com/budget-2014/union-budget-2014/Union-Budget-2014-Govt-offers-truce-in-transfer-pricing-battles-via-rollbacks/articleshow/38161919.cms
http://timesofindia.indiatimes.com/budget-2014/union-budget-2014/Union-Budget-2014-Govt-offers-truce-in-transfer-pricing-battles-via-rollbacks/articleshow/38161919.cms
http://ac.els-cdn.com/S0897366005180106/1-s2.0-S0897366005180106-main.pdf?_tid=191df06e-9648-11e4-ac71-00000aacb362&acdnat=1420619893_9ae7b4dd7e9f92a0b95236ef24743cb8
http://ac.els-cdn.com/S0897366005180106/1-s2.0-S0897366005180106-main.pdf?_tid=191df06e-9648-11e4-ac71-00000aacb362&acdnat=1420619893_9ae7b4dd7e9f92a0b95236ef24743cb8
http://www.slideshare.net/saiprasadbagrecha/chap4-capability-20120924v4hcaccp
http://www.numberof.net/number%c2%a0of%c2%a0mncs-in-the-world/
http://www.indiaenvironmentportal.org.in/files/wir2009_en.pdf
http://www.seiofbluemountain.com/upload/product/201309/2013jrgjgc311b13.pdf

