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ABSTRACT

The study examined the effect of transfer pricing strategies on firm performance of multinational
companies in Nigeria. The study developed three objectives such as to; Determine the effect of cost-based
pricing on firm performance of multinational companies in Nigeria; Ascertain the effect of market based
pricing on firm performance of multinational companies in Nigeria. Ex-post factor research design was
used in this study. Panel Least Squared (PLS) method of data analysis was used. The study also employed
descriptive statistics, Correlation test, and random effect analyses. The variables were sourced from
annual report of the consumer firms. The variables were cost-based pricing and market based pricing as
the dependent variables, while the return on assets was dependent variable. From the analysis result the
study found that, Cost-based pricing has no significant effect on performance of multinational companies
in Nigeria (t,0.537503, p, 0.5920); Market-based pricing has significant effect on performance of
multinational companies in Nigeria (t,2.114110, p, 0.0094). The study concludes that that market-based
transfer pricing is a more effective strategy for enhancing firm performance among multinational
companies in Nigeria, while reliance solely on cost-based pricing may be inadequate in driving
performance outcomes. The study recommended amongst others that; Multinational companies operating
in Nigeria should place greater emphasis on market-based transfer pricing strategies, as the study found
this approach to have a statistically significant positive effect on firm performance. Given that cost-based
transfer pricing was statistically insignificant in influencing firm performance, firms should avoid relying
on it as a standalone pricing strategy.
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1.1 INTRODUCTION

In today’s globalized economy, multinational companies (MNCs) play an increasingly significant role in
the economic and financial landscapes of host countries, particularly in emerging markets such as Nigeria
(Abbas & Eksandy, 2020). These companies operate across multiple jurisdictions, engaging in cross-
border transactions for goods, services, and intellectual property, which require pricing mechanisms that
determine how revenues and costs are allocated among related entities within the corporate group.
Transfer pricing, the pricing of transactions between affiliated entities within a multinational enterprise
and is therefore an essential managerial and strategic function (Abiodun, 2020).

For many multinational companies, transfer pricing is not merely a technical accounting requirement but
a strategic tool that can be used to manage tax liabilities, optimize operational efficiency, and influence
reported financial outcomes (Abu-Serdaneh, Al-Okdeh, & Gauher, 2008). A well-designed transfer
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pricing strategy can improve profitability, support investment decisions, and enhance competitiveness.
However, because transfer pricing affects where profits are reported and taxes are paid, it has increasingly
attracted regulatory scrutiny from tax authorities worldwide, including the Federal Inland Revenue
Service (FIRS) in Nigeria (Akinleye, Olaoye & Fajuyagbe, 2018).

In Nigeria, transfer pricing gained prominence with the enactment of the Transfer Pricing Regulations in
2012, as part of broader tax reforms aimed at curbing base erosion and profit shifting (BEPS) and
ensuring that MNCs contribute a fair share of taxes to the Nigerian economy. The regulations require
companies to price related-party transactions at arm’s length and maintain documentation to justify these
prices. Non-compliance can lead to significant penalties, adjustments, and reputational damage. As such,
multinational companies operating in Nigeria must balance strategic pricing motives with compliance
requirements (Adams & Drtina, 2010).

The significance of transfer pricing extends beyond tax compliance, it has direct implications for financial
performance metrics such as profit margins, return on assets, and earnings per share. For instance, pricing
inter-company sales, royalties on intellectual property, intra-group services, and financing charges can
materially influence reported revenue and expenses in Nigeria (Chukwu & Nwankwo, 2019). Companies
that adopt tax-efficient transfer pricing strategies may report higher net profits after tax, which can
enhance market valuations and shareholder returns. Conversely, aggressive pricing strategies that trigger
regulatory adjustments can erode profitability and expose firms to legal risks (Ogundele & Adebayo,
2020).

While the theoretical foundation of transfer pricing is well established in international accounting and tax
literature, the empirical evidence on its impact especially within the Nigerian context is relatively limited.
Studies in developed economies have shown mixed results: some indicate that strategic transfer pricing
can positively affect firm performance through tax savings and improved cash flows, while others
highlight associated costs such as compliance burdens, audit risks, and potential penalties (Cooper, Fox,
Loeprick &Mohindra, 2016).

In Nigeria, the effect of transfer pricing on financial performance is particularly important given the
country’s economic structure, heavy reliance on multinational operations in sectors like oil and gas,
telecommunications, banking, and manufacturing, and the Nigeria Customs Service and FIRS’s recently
intensified enforcement activities. The debate over whether transfer pricing serves primarily as a
legitimate tax planning tool or a mechanism for profit shifting that undermines domestic revenue
mobilization is ongoing among policymakers, tax professionals, and scholars (Kabala & Ndulo, 2018).
Given this background, it is essential to investigate how different transfer pricing strategies influence the
financial performance of multinational companies in Nigeria. Understanding this relationship will
contribute to academic knowledge, inform business strategy, and guide policymakers in striking an
appropriate balance between regulatory oversight and economic competitiveness

1.2 Statement of the Problem

Transfer pricing strategies play a critical role in the financial management of multinational companies
(MNCs), particularly in jurisdictions such as Nigeria where firms operate across multiple tax and
regulatory environments. Through pricing of intercompany transactions involving goods, services,
intellectual property, and financing, multinational firms can significantly influence reported profits, tax
liabilities, and overall financial performance. While transfer pricing is a legitimate business practice, its
strategic use has raised persistent concerns among tax authorities, regulators, and other stakeholders in
Nigeria due to its potential impact on firm profitability, revenue allocation, and tax compliance.

In Nigeria, the Federal Inland Revenue Service (FIRS) has strengthened transfer pricing regulations in
line with international standards, such as the OECD arm’s length principle, to curb profit shifting and
base erosion. Despite these regulatory efforts, evidence suggests that many multinational companies
continue to adopt aggressive or complex transfer pricing strategies that may distort reported financial
performance, reduce taxable profits, and affect key performance indicators such as return on assets, return
on equity, and net profit margins. This situation poses challenges not only for government revenue
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mobilization but also for investors and analysts who rely on financial statements to assess firm
performance and value.
Empirical studies on transfer pricing in Nigeria have largely focused on tax compliance, revenue loss, and
regulatory enforcement, with limited attention given to how transfer pricing strategies directly affect the
financial performance of multinational companies. Moreover, existing findings from developed
economies may not be fully applicable to Nigeria due to differences in institutional frameworks,
enforcement capacity, economic conditions, and corporate governance practices. This creates a significant
gap in understanding the extent to which transfer pricing strategies influence the financial outcomes of
multinational firms operating in the Nigerian business environment.
Consequently, there is a need for an empirical investigation into the effect of transfer pricing strategies on
the financial performance of multinational companies in Nigeria. Addressing this problem will provide
evidence-based insights for policymakers, tax authorities, corporate managers, and investors on how
transfer pricing practices shape firm performance while balancing regulatory compliance and sustainable
business growth.
1.3 Objectives of the Study
The general objective of the study is to examine the effect of transfer pricing strategies on firm
performance of multinational companies in Nigeria. The specific objectives of the study were as follow:
4. Determine the effect of cost-based pricing on firm performance of multinational companies in
Nigeria.
5. Ascertain the effect of market based pricing on firm performance of multinational companies in
Nigeria.

2. Literature Review
2.1. Conceptual review
2.1.1. Transfer Pricing
Transfer pricing” describes how a multinational corporation decides which tax jurisdictions to distribute
its net revenue to among its foreign-controlled subsidiaries. Transfer pricing has a direct effect on how a
company's global taxable income is split up between the tax authorities of several nations (Kiabel, 2009).
As a result, a company's transfer pricing policies may have an immediate effect on its after-tax earnings to
the extent that tax rates differ across national jurisdictions. A transfer price is the price at which one
company's division or sector sells its goods or services to another, as defined by Garrison (2008). The
“transfer price” is the cost incurred when one business entity transfers goods and services to another
business entity within the same business entity (ICAN, 2014).
Transfer pricing, as defined by Arrow, is the price at which one business in a group sells its goods,
services, or intellectual property to another company in the same group (1970). These changes have been
driven in large part by the rise of the digital economy and the monetary worth of intangible assets such as
brands. A transfer price is the price at which one company's division or sector sells its goods or services
to another, as defined by Garrison (2008). According to Arrow, “transfer pricing” is the price at which
one business in a group sells its goods, services, or intellectual property to another company in the same
group (1970). The tax legislation governing multinational corporations now appears antiquated in
comparison to their actual business activities, despite the fact that the rise of the digital economy and the
value of intangible assets like brands have been instrumental in facilitating changes to transfer transaction
pricing policy (Needham, 2013).
2.1.2 Cost based Systems
Cost based transfer prices are a popular pricing mechanism in circumstances where market prices are not
feasible either because they are not available or are otherwise unsuitable. In most cases of vertical
transfer, to successive levels of production or distribution where the transferring unit is viewed as a cost
centre, the cost based methods of transfer pricing are applied (Babatunde, 2021). Analogously, horizontal
transfer, to similar levels of production or distribution by captive units are also usually executed at cost,
which may include freight and handling charges (Azevedo, 2019). The more centralised firms tend to
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favour cost-based transfers as a basis for control, decision-making and monitoring performance. Cost-
based transfers may take various forms; they may be at (a) full cost (b) modified cost, (c) standard cost,
and (d) partial cost.

Cost-based pricing is a pricing strategy in which the transfer price of goods or services is determined
primarily by the cost incurred in production or service delivery, with or without an added profit margin.
In transfer pricing practice, this method is commonly applied in transactions between related entities of
multinational companies, particularly where reliable market prices are unavailable or where the supplying
entity performs routine functions with limited risks. The core rationale of cost-based pricing is to ensure
cost recovery while providing a reasonable return to the supplying affiliate (Asongu, 2016).

2.1.3 Market-Based Pricing

Market-based pricing is a transfer pricing strategy in which the prices of goods, services, or intangible
assets exchanged between related entities of a multinational company are determined by reference to
prevailing market prices charged in comparable transactions between independent firms. The underlying
principle of market-based pricing is that internal transactions should be priced as if they were conducted
between unrelated parties operating under similar market conditions (Agana, Mohammed & Zamore,
2018). This approach aligns closely with the arm’s length principle, which is widely endorsed by
international tax authorities and regulatory frameworks, including Nigeria’s transfer pricing regulations.
From a conceptual perspective, market-based pricing seeks to enhance fairness, transparency, and
objectivity in intercompany transactions by anchoring prices to observable external benchmarks. By
relying on comparable uncontrolled prices, this strategy minimizes managerial discretion in setting
transfer prices and reduces the likelihood of deliberate profit manipulation. In environments where active
and competitive markets exist, market-based pricing provides a reliable basis for evaluating divisional
performance, allocating profits, and ensuring regulatory compliance (Afifah, Azwardi, & Luk, 2019).

In the context of multinational companies, market-based pricing plays a significant role in financial
performance reporting. By reflecting market realities, this pricing strategy affects revenue recognition,
cost allocation, and profit margins of individual subsidiaries. Subsidiaries operating in high-cost or high-
tax jurisdictions may experience reduced reported profits when market prices are strictly applied, while
subsidiaries in competitive markets may benefit from improved efficiency and performance
comparability. Consequently, market-based pricing influences key financial performance indicators such
as return on assets, operating margins, and earnings quality (Cooper & Nguyen, 2020).

2.2 Theoretical Review

2.2.1 .Expediency Theory

The expediency theory was developed by Wagner Adolph in1956. Bhartia (2009) opined that every tax
ought to justify the need for it and it is only on that basis and consideration that the government should
choose a tax policy to implement them. The theory of expediency is in conformity with the hypothesized
ideas of canon of taxation which proposed that every tax must have qualities of being basic features of
effectiveness, economy, and efficiency in collection. The theory laid an emphasis that taxation provides a
powerful set of policies and collection tools to the authorities and should be effectively used for bettering
the economic and social needs of the citizens, it should be used to solve social ills, provide security, social
amenities and provide a veritable tool in fighting income inequality, regional disparity, and
unemployment and make a good living standard for the inhabitants (Afuberon & Okoye, 2014).

In support of expediency theory, Kiabel (2009) posited that the economic and social decision of the
government is to create an atmosphere conducive for effective tax generation system that will be suitable
and promote economic development and breed economic growth. Kiabel (2009) further stated that the
truth and essence of effective tax system is easy to collect and optimal utilization for the benefit of the
taxpayer and the society at large. Since there would always be pressure from the political, economic,
social and political groups and every group tries to protect and promotes their welfare, interest and
standard of living. Also Ibadin and Oladipupo (2015) stated that every tax proposal must pass the test of
practicality and that must be the only consideration government authority should consider in choosing a
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tax policy. This theory which is embedded in the cannon of economy explains the economy, effectiveness
and efficiency of tax collection instrument.
Critique of this theory such as Otu and Adejumo (2013) argued that every tax proposal normally passes
the test of practicality and is the only consideration for government authority to choose a tax policy. This
theory which is embedded in the canon of taxation explains the economy, effectiveness and efficiency of
tax collection instruments. Taxation provides a powerful set of policy tools to the authorities and should
be effectively used for remedying economic and social ills of the society such as income inequality,
regional disparities, and unemployment (Afuberon & Okoye 2014). Economic and social objective of the
state is to put in place an effective tax system which should be relevant to the economic growth of a
nation (Kiabel, 2009).
Kiabel (2009) added that this proposition has a truth in it, since is useless to have a tax system which
cannot be levied and collected efficiently. Since there are pressures from economic, social and political
groups, and every group tries to protect and promote its own interests, hence, the authorities are often
forced to reshape tax structure to accommodate these pressures. In addition, the administrative set up may
not be efficient to collect the tax revenue at a reasonable cost. Ihenyen and Ebipanipre (2014) posited that
taxation provides a powerful set of policy tools to the authorities and should be effectively utilized for
remedying economic and social disturbance in the society such as income inequalities, regional
disparities, unemployment, cyclical fluctuations. This theory perceives taxation as a powerful policy tool
that should be employed and effectively used to remedy macroeconomic and social ills of the state or
society including income inequalities, regional disparities, and unemployment revenue mobilization. It is
a taxation theory that has a relationship between tax liabilities and state activities, the imposition being
very instrumental for financing state activities and then providing a basis for apportioning the tax burden
between members of the society hence it is relevant to this study.
2.3 Empirical Review
Ogunoye et al. (2023) examined the effect of transfer pricing manipulation on economic growth in
Nigeria. The auto-regressive distributed lag (ARDL) approach was applied to data from Nigeria between
1986 and 2019. The findings revealed an insignificant relationship between economic growth and
explanatory variables such as transfer pricing manipulation, unemployment rate, government revenue and
trade openness. The result also shows a significant negative relationship between the exchange rate and
economic growth. The study recommends that the government should implement proper monitoring of
multinational companies to check their day-to-day transaction activities. This may help the government to
generate more revenue, and serves as an avenue to create more employment opportunities.
Ogosi et al. (2023) examine some transfer pricing variables and their strategic effects on the economic
development in Nigeria. Secondary data sourced from the United Nations and the World Bank databases
were utilized in the study using the ex post facto research design. Transfer pricing was proxied by trade
misinvoicing and trade openness, economic development was represented by the human development
index while regression analysis was employed in the study. The results showed that transfer pricing
strategies has significant effect on the economic development in Nigeria. This indicates that trade
misinvoicing and trade openness can jointly aid economic development if the illegal practices of tax
avoidance can be nipped in the bud by the government, but they cannot remove structural constraints and
weaknesses of the economy. It was recommended that the Nigerian government develop a policy of
meaningful trade liberalization, encourage an automated flagging system that tests for deviations in the
pricing of related and unrelated transactions by businesses and take punitive action against defaulting
MNCs and firms.
Awotomilusi et al. (2024) analyzed how transfer pricing affects the financial performance of listed
multinational manufacturing firms in Nigeria, using data from 12 companies (2013-2022). The study
employed an ex post facto design, census sampling, and panel data regression. Findings showed that
board size negatively impacted ROA, board independence had an insignificant positive effect, and related
party transactions had a significant positive effect. For Tobin’s Q, board size showed an insignificant
negative effect, board independence had a significant positive effect, and related party transactions had an
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insignificant negative impact. The study concluded that transfer pricing significantly influences financial
performance and recommended its strategic use to enhance corporate growth.

Osho and Ogedengbe (2023) explored the impact of transfer pricing and social factors on the financial
performance of 18 listed universal companies in Nigeria, using agency theory to address investor-
executive conflicts. The study employed panel regression, with return on assets as the dependent variable
and board size, board independence, and related party transactions as independent variables. Firm size
and leverage served as the control variables. Results indicated that related party transactions had no
significant effect on financial performance, while the overall model was significant. The authors
recommended enhanced corporate governance and stricter regulations for improved transfer pricing
practices.

Tarmidi, Fadjarenie, and Oktris (2023) examined transfer pricing's role in tunnelling incentives and debt
covenants on corporate tax policy among Indonesian manufacturing firms. Using 398-panel data, they
found that tunnelling incentives influenced transfer pricing activities, while debt covenants were used in
tax policy management. However, transfer pricing did not mediate the indirect effects of these factors on
the tax policy. The study concluded that transfer pricing and debt covenants are commonly employed in
tax management strategies.

METHODOLOGY

Ex-post facto research with an emphasis on secondary data was used in this study. Ex-post facto research
design entails gathering and evaluating data regarding certain variables that are pre-existing. Ex-post
facto research designs are consequently preferred because they were secondary data that doesn't require
manipulation.

The population of this study was consists of all the multinationals goods firms listed on the Nigerian
Exchange limited for the period of 2013-2024. The study was select ten companies using purposive
sampling. The selected firms including Dangote Flour Mills, International Breweries, Nascon Allied
Industries, Nestle Nigeria, PZ Cussons Nigeria, Okomu Oil Palm, Presco, Nigeria, 7-Up Bottling
Company, Unilever Nigeria, and ABC Transport, based on publicly available financial statements for a
twelve-year period spanning from 2013 to 2024. This was done because the number of consumer goods
firms listed is excessively large. The chosen companies are based those that consistently reported
comprehensive data on board diversity and performance from 2013 to 2024

Panel Least Square (PLS) (Fixed and Random effect of regression analysis) were selected for the study
based on its ideal features, which include neutrality, adequate, least variance, linearity, and mean square.
These characteristics demonstrate that the estimators' traits can be attained using a variety of methods;
nevertheless, the Panel Least Square (PLS) estimates stood out as the best when compared to other linear
estimates from different econometric techniques due to their minimal variance property. The PLS
approach is very popular because of this specific small least variance characteristic.

Model Specification

The model to be regressed in this study will be presented in a relational form as follows

ROA=(CBP, MBP) (ii)

Where

ROA = Return on assets

CBP = Cost-based pricing

MBP = Market-base pricing

F=Functional notation

ROA=b0o+b; CBP + by MBP +U---------x=znmmmev (iii)

Where

Bo= constant

Bi-B2 is parameters to be estimated
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Variables and their Measurement

s/n Variables Measurement Sources

1 Return on assets Net Income divided by Total Assets, Abiodun (2020).

2 Cost-based pricing Price = Total Unit Cost + Markup. Cooper, Fox, Loeprick,
&Mohindra, (2016).

3 Market-based pricing Product Cost + Market Factor Price + Premium Kabala, & Ndulo, (2018).

DATA PRESENTATION AND ANALYSIS

4.1 Descriptive Analysis

The descriptive statistics for the dependent and independent variables used in this study were presented in
table 4.1 below:

Table 4.1: Summary of descriptive statistics for the variables employed in this study:

ROA CBP MBP
Mean 0.181417 3.950000 0.377500
Median 0.135000 4.000000 0.300000
Maximum 0.660000 6.000000 3.000000
Minimum 0.010000 3.000000 0.200000
Std. Dev. 0.161642 0.808048 0.262010
Skewness 1.140988 0.186651 8.429698
Kurtosis 4.019941 1.812093 85.09776
Jarque-Bera 31.23847 7.752388 35121.40
Probability 0.000000 0.020730 0.000000
Sum 21.77000 474.0000 45.30000
Sum Sq. Dev. 3.109259 77.70000 8.169250
Observations 120 120 120

The table shows the descriptive of mean, standard deviation, Jarque-Bera (JB) Statistics normality test,
minimum, median and maximum values of the variables used. The study used data for 120 observations
of annual reports from the Nigerian Exchange Limited for a period of 10 years spanning 2013 to 2024.
From the table above, the dependent variable is return on assets of multinational companies while the
independent variables were- cost-based pricing and market-based pricing. As shown in the table 4.1
above, the average or mean value of return on assets stood at 18% while the median value was 13% and
the standard deviation was 16%, the maximum and minimum values stood at 66% and 0.1% respectively.
The result provided some insight into the nature of the selected multinational companies under study.
Firstly, the great difference between the mean and median values of return on asests shows that the
sampled firms differ greatly; this was also reaffirmed by the standard deviation value which indicates that
the sampled firms are not dominated by multinational companies whose performance is below average.

It shows that half of the selected firm of the multinational companies sampled has high influence on
dependent variables. The variation in the maximum and minimum values of performance of selected
multinational companies revealed that our sampled firms are homogeneous and the selected estimation
techniques must not take into consideration hetero-scedasticity problem. This therefore justifies the use of
Panel Least Square (PLS) least squared regression techniques.

In the same vein, cost-based pricing stood at mean value of 3.9% approximately suggesting that half of
the multinational companies under study having well structured cost-based pricing.

Again, market-based pricing expressed in multinational companies indicates that on average 37%, while
the medium is 3 maximum and minimum is 0.0, while the standard deviation is 0.26% approximately.
The descriptive statistics in general revealed that there is no sample selection bias or outlier in the data
that would impair the generalization from this study. This also justifies the use of panel Least Square
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estimation techniques. Hence, any recommendations made to a very large extent would represent the
characteristics of the true population of study.
4.2: Correlation Analysis

ROA CBP MBP
ROA 1.000000 0.088238 0.073449
CBP 0.088238 1.000000 0.009328
MBP 0.073449 0.009328 1.000000

Sources: E-VIEW OUTPUT 2026

Return on assets is positively connected with two factors, cost-based pricing and market-based pricing
according to the correlation matrix table. The aforementioned findings demonstrate that the return on
assets and cost-based pricing (ROA/CBP=-0.08) and they are strongly correlated. Additionally, there is a
high correlation (ROA/MBP = 0.07) between return on assets and Market based pricing. There is a
significant and positive correlation between cost-based pricing and market based pricing (CBP & MBP) =
0.09. A close look at the value of the Pearson correlation coefficient results revealed that all the variables
are strongly associated with return on assets.

Therefore, in checking for multi-collinearity problem, the study noticed from the correlation table above
that no two explanatory variables were perfectly correlated and thereby ruled out the case of having an
outlier. This indicates the absence of multi-collinearity problem in the model used for the analysis. This
also justifies the use of the Panel Least Square (PLS).

4.3 Test of Hypotheses and Discussion of Findings

In order to examine the relationship between the dependent variable (return on asests) and the
independent variables (CBP, MBP) and to test the formulated hypothesis, we employed a Panel
Regression Analysis since the data had both time series (2013-2024) and longitudinal properties (10
guoted companies) our analysis is presented in table 4.3 below

Dependent Variable: ROA

Method: Panel Least Squares

Date: 01/24/26 Time: 17:59

Sample: 2013 2024

Periods included: 12

Cross-sections included: 10

Total panel (balanced) observations: 120

Variable Coefficient Std. Error t-Statistic Prob.
C 0.155912 0.047277 3.297827 0.0013
CBP 0.346085 0.011322 0.537503 0.5920
MBP 0.513889 0.034078 2.114110 0.0094

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.693542 Mean dependent var 0.181417
Adjusted R-squared 0.662329 S.D. dependent var 0.161642
S.E. of regression 0.093930 Akaike info criterion -1.797905
Sum squared resid 0.952858 Schwarz criterion -1.519155
Log likelihood 119.8743 Hannan-Quinn criter. -1.684703
F-statistic 22.21942 Durbin-Watson stat 1.730430
Prob(F-statistic) 0.000000
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A weighted adjusted R-squared value of 0.662329 and a weighted R-squared value of 0.693542 were
given in Table 4.5 This graph indicates that around 69% of the variances in the tested multinationals
companies' performance might be attributed to the transfer pricing used in the study. The probability
value of 0.000003 and the F-statistic of 22.21942 show how well the regression model describes the
data. Once more, the model shows that it is still very statistically significant even at 5% levels. In the
meantime, the Durbin Watson estimate of 1.730430 shows that autocorrelation has little impact on the
model. This suggests that the model is fit for prediction. It is on these bases that, each of the research
hypothesis postulated in earlier chapter of this research were tested in the next section of this chapter.

A’ priori criteria which is used to determine the existing economic theories and indicates the sign of the
accounting parameter under consideration.

The coefficient of regression (0.346085) indicates that cost based pricing has positive effect on return on
assets. This indicates that a unit decrease in cost based pricing will lead to about 34 percent increase in the
return on assets of multinational companies in Nigeria.

Furthermore from the coefficient of regression (0.513889) indicates that market based pricing has
positive effect on return on assets. This indicates that a unit increase in market based pricing will lead to
about 51 percent increase in the return on assets of multinational companies in Nigeria.

T-statistics, this is the measure used to determine the individual statistical significance of the variables in
the model. From the model it was obtained that the cost-based pricing has a positive significant effect (t-
0.537503 p=0.5920) on return on assets, this further implies that cost-based pricing has a persistent
positive effect on performance of multinationals firms in Nigeria.

Going further it was observed from the regression table above that market-based pricing has a positive
significant effect (t, 2.114110, p=0.0094) on return on assets, this further implies that market-based
pricing has a persistent positive effect on performance of multinationals firms in Nigeria.

4.5 Hypotheses Testing

Hypothesis One

Hoa: Cost-based pricing has no significant effect on performance of multinational companies in Nigeria
Drawing inference from our regression result in table 4.4 above, we found that the value of Cost-based
pricing is 0.537503, while its probability is 0.5920. This shows that Cost-based pricing is positively
insignificant. Furthermore, since its probability (0.5920) is greater than 0.05% level of significance, we
reject the alternative hypothesis (Hi) and accept null hypothesis (HO) which says that Cost-based pricing
has no significant effect on performance of multinational companies in Nigeria

Hypothesis Two

Ho.: Market-based pricing has no significant effect on performance of multinational companies in Nigeria
From table 4.4 above, we found out that computed value for Market-based pricing is 2.114110 while it’s
probability is 0.0094. This shows that the Market-based pricing is positive and has significant effect at
5% level of significant. Based on this analysis, we reject (HO) and accept (Hi), which implies that Market-
based pricing has significant effect on performance of multinational companies in Nigeria

5.1 CONCLUSION

This study examined the effect of transfer pricing strategies on the performance of multinational
companies operating in Nigeria, with specific emphasis on cost-based pricing and market-based pricing.
The empirical findings reveal that cost-based transfer pricing has a positive but statistically insignificant
effect on firm performance, while market-based transfer pricing exerts a positive and statistically
significant effect on firm performance. The insignificance of cost-based pricing suggests that although it
may assist multinational firms in ensuring cost recovery and internal accountability, it does not
significantly enhance overall performance in a highly competitive and dynamic business environment
such as Nigeria. This may be attributed to the fact that cost-based pricing ignores market forces, customer
value perception, and competitive pressures, which are critical determinants of profitability and growth
for multinational companies.
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Conversely, the statistically significant effect of market-based transfer pricing indicates that pricing
strategies aligned with prevailing market conditions, competitive dynamics, and demand patterns
contribute meaningfully to improved firm performance. Market-based pricing enables multinational
companies to optimize revenue, enhance competitiveness, and allocate resources more efficiently across
subsidiaries, thereby improving profitability and operational effectiveness. Overall, the study concludes
that market-based transfer pricing is a more effective strategy for enhancing firm performance among
multinational companies in Nigeria, while reliance solely on cost-based pricing may be inadequate in
driving performance outcomes.

5.2 RECOMMENDATIONS

I.  Multinational companies operating in Nigeria should place greater emphasis on market-based transfer
pricing strategies, as the study found this approach to have a statistically significant positive effect on
firm performance.

Il. Given that cost-based transfer pricing was statistically insignificant in influencing firm performance,
firms should avoid relying on it as a standalone pricing strategy. Instead, cost-based pricing should be
used mainly as a reference or minimum price benchmark to ensure cost recovery, particularly where
reliable market prices are unavailable.
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