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On study of optmal trander pricing of intermediate product
without external markets

TAN G X iaow 0

M anagement College of U niversity of Electronic Science and T echnology of China, Chengdu 610054,
China

Abstract:  Transfer pricing is an mportant problan in managerial economic analysis W hen the
decentralized divisionsof a company transfer products to each other, a transfer price isused to charge
for the products Since transfer prices can affect the goals for both divisions, setting thesepricesisa
sensitive matter for division managers The objective of transfer pricing is to encourage each division
manager to transfer goods betw een divisions if overall company income increased by doing 0. In this
paper, we discuss systematically the detem ining method of transfer pricing of intem ediate product
w ithout external markets W e discuss the transfer pricing problen under the conditions that the
market damand function of final product and the production cost function of each interm ediate product
are know n and unknow n regectively. T hreemethodsof theoretical value are presented here For each
of the threemethod, w e give the gecific computing formulas of practical value

Key words external market; intermediate product; pricing; transfer pricing



