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Journal of Regulation Studies Vol.21 No.1 June 2012

Determination of Reasonable Intra-company Transaction Terms
Using Market Based Approaches

Namhoon Kwon, Chongmin Kim, Seonghoon Jeon, and Jinhwa Chung

Intra-company transactions have two rather conflicting characteristics; Trade decisions are
made by fiat in a ‘captive market’ among a group of related parties, while the terms of trade
must reflect actual market situations. On the other hand, antitrust regulators and tax
authorities are closely monitoring these transactions to prevent possible ‘unfair’ trading and/or
tax evasions. In this paper, we explore an economic model to determine intra-company trade
terms based on the arm’s length principle. Then, we evaluate several methods that can be

used to apply such economic model to actual intra-company transactions.

Key words: Intra-Company Transactions, Arm’s Length Principle, Trade Terms
JEL Classification: 1.2, 14, M2



