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Abstract

The present study aimed to investigate the effect of taxation in Islamic
governance on transfer pricing. When a company is exempt from tax, the decision
on the price of the exchanged goods or parts becomes doubly important. Tax can
play an important role in managing the transfer price using transfer pricing

methods. When the price is set to the lowest amount, the cost of goods sold reaches

the lowest amount, and since profit is the difference between sales and the cost of
goods sold, profit increases, and assuming it is combined with the company's total
profit, the company's profit increases. Challenging industries in terms of cost are
more related to the issue of transfer pricing. Using a regression model and using
combined data (year and company), the effect of the factor on transfer pricing was

tested. The statistical population of this research is in the section of measuring the

effectiveness of predictive variables of companies listed on the Tehran Stock
Exchange, and sampling among these companies has been carried out based on the
systematic elimination method. According to the conditions considered for the
sample, the sample size is also equal to 84 companies. The research period is
between 2017-2023. The tests were conducted using Eviews software and Stata
software, based on the panel data (composite) statistical technique. The test results
based on the regression model with fixed effects indicate that the tax variable in
Islamic governance has a significant impact on the transfer pricing variable and is
considered one of the main predictors of transfer pricing.
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Extended

Various changes in the market, including trade liberalization and the speed of
technological change, have increased competition and made management more
difficult in organizations. In such a market, companies need sound management
decisions. Deciding on cost is one of these decisions. This decision is made in
companies where the group members are themselves manufacturers and each
subsidiary produces a part that is part of the main product or is required by the
company's main product. The price that is determined for transferring this part to
another member of the group is called transfer price and the process of determining
it is called transfer pricing. The present study aimed to investigate the effect of
taxation in Islamic governance on transfer pricing. When a company is exempt
from tax, the decision on the price of the exchanged goods or parts becomes doubly
important. Tax can play an important role in managing the transfer price using
transfer pricing methods. When the price is set to the lowest amount, the cost of

goods sold reaches the lowest amount, and since profit is the difference between
sales and the cost of goods sold, profit increases, and assuming it is combined with
the company's total profit, the company's profit increases. Challenging industries in
terms of cost are more related to the issue of transfer pricing. Using a regression
model and using combined data (year and company), the effect of the factor on

transfer pricing was tested.

The information required to conduct the research includes “theoretical foundations"
and "research data". Given the nature of the present research, two field methods
(documentation) and library methods are used. In this way, it is collected by
visiting libraries and research storage centers, studying domestic and foreign
academic theses and dissertations, as well as books and articles in person and by
visiting scientific and research sites. Field method is used to collect data related to
research hypotheses. The method of collecting research data is searching in
financial information of companies, which is also called document mining. In other
words, in the hypothesis testing section, the document mining method of financial
statements is used. After collecting the data related to the variables, sorting and
initial preparation of the data was done with the help of Excel software.
Subsequently, the data was reviewed and analyzed with the help of AVUS 12 and
Stata 14 software, and then hypotheses were tested with the help of statistical
hypothesis testing.

Theoretical foundations are generally collected using the library method. The
statistical population of this research is in the section of measuring the
effectiveness of predictive variables of companies listed on the Tehran Stock
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Exchange, and sampling among these companies has been carried out based on the
systematic elimination method. According to the conditions considered for the
sample, the sample size is also equal to 84 companies. The research period is
between 2017-2023. The tests were conducted using Eviews software and Stata
software, based on the panel data (composite) statistical technique. The test results
based on the regression model with fixed effects indicate that the tax variable in
Islamic governance has a significant impact on the transfer pricing variable and is
considered one of the main predictors of transfer pricing. In other words, the
research hypothesis examines the effect of tax on transfer pricing. Given that a
significant level of 0.000 has been obtained for the tax variable, it indicates a
significant relationship between this variable and the dependent variable, and
therefore the hypothesis that tax in Islamic governance has an effect on transfer
pricing is confirmed.

As a suggestion, it can be stated that since in Islamic governance in decentralized
organizations, most of the operations of supplying parts are in the hands of sub-
units, the initial suggestion is to delegate as many decisions as possible to the
managers of the sub-units and decentralize. It is recommended that the Securities
and Exchange Organization, within the framework of Islamic governance,
effectively influence the pricing of transferable goods in cooperation with other
institutions to prevent the loss of minority shareholders' rights.
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