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Research on Transfer Pricing of Chinese Foreign Investment Enterprises

Evidence from Commodity Export Trade

BAI Sida, CHU Minwei
(School of Public Economics and Administration, Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: This paper uses the method of DID to research the international tax avoidance of Chinese foreign direct
investment enterprises by using the 2000 ~2010 customs database and the foreign investment list. The results are as follows:
(1) Chinese foreign direct investment enterprises use transfer pricing to avoid Chinese tax by decreasing price to related
enterprises in low-tax countries by 4.28% ~7.79% , while correspondingly increasing the price to related enterprises in high-
tax countries by 4.28% ~7.79% ; (2) there exists transfer pricing behavior in both the general trade and processing trade;
(3) the bilateral tax agreement can restrain transfer pricing for tax avoidance. This study can effectively supplement the corpo-
rate tax avoidance literature and provide some policy recommendations to improve Chinese anti-tax avoidance system.

Key words: Transfer Price; Tax Avoidance; Commodity Trade
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