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Abstract Schjelderup, G. and Sergard, L. showed how the transfer price level varies
in the relationship between the relative corporate income tax rates and the tariff
rates of each country in the case where a foreign affiliate and its parent company
conduct Cournot competition and Bertrand competition.

This paper used the Bertrand competition model to consider the following two
points.,

First, we clarified how the transfer price level changes where the competing oppo-
nent of foreign affiliate takes up a counter price policy, as well as where the com-
peting opponent raises its own price along with increasing the price of foreign
affiliate itself.

Second, using the same model, we examined how the exemption system of divi-
dends from foreign affiliates, which has been introduced in April, 2009, in Japan,
has an impact on the transfer price of multinational companies.

Another purpose of this paper is to clarify that oligopoly and bilateral monopolies
actually cause the limitations of adjustment method for the transfer of income by

means of the Arm's length price suggested by the OECD.

Key words Transfer price, Arm's Length Price, Exemption of Dividend from

Foreign Affiliates, Oligopoly
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