
ESG Transition of Multinational Groups and Transfer Pricing

The relentless rise of ESG (Environmental, Social, Governance) metrics that companies must 
confront has transcended the mere consideration of corporate social responsibility, elevating itself to 
a strategic imperative of primary relevance in today's global economic context. Characterized by a 
growing awareness of the intricate interdependencies between economic activities, social well-
being, and environmental integrity, this evolving scenario necessitates a fundamental 
reconsideration of traditional business models. The emphasis is shifting, in an increasingly marked 
manner, towards the creation of sustainable long-term value and corporate resilience in the face of 
increasingly complex and interconnected global challenges. Within this context of structural 
transformation, the discipline of Transfer Pricing (TP), the cornerstone of international taxation 
dedicated to the fair allocation of profits between related entities belonging to multinational groups, 
faces a conceptual, methodological, and operational challenge of unprecedented scope. It requires 
the integration and valorization of the complex and multifaceted implications of sustainability 
strategies in the valuation of transfer prices, moving beyond a purely transactional perspective and 
adopting a holistic and forward-looking view of overall corporate value.

Decisions concerning the configuration of production processes, the management of global supply 
chains, the valorization and development of human capital, understood as the primary driver of 
innovation and sustainable growth, and the structuring of solid and ethical corporate governance 
architectures are intrinsically interconnected with the stringent and ineluctable necessity of 
considering environmental, social, and ethical factors at every stage of the company's operational 
and strategic cycle. This systemic and profound integration, which permeates every level of the 
organization, is inevitably reflected in the structure, dynamics, efficiency, and resilience of the value 
chains of multinational enterprises. It significantly reshapes the functions performed by each entity 
within the group, the nature, quality, and mode of use of strategic assets, both tangible and 
intangible, and the complex distribution of operational, financial, strategic, and reputational risks in 
a global context characterized by increasing interdependence and volatility. Consequently, 
intercompany transactions, the conceptual and operational core of transfer pricing, demand an 
analysis that transcends traditional economic and financial parameters, incorporating a holistic and 
forward-looking perspective that considers strategic choices and investments oriented towards 
sustainability as long-term value generators, capable of positively influencing financial 
performance, corporate reputation, and the ability to attract and retain key stakeholders.

The primary challenge for TP professionals, entrusted with the responsibility of ensuring a fair, 
transparent, and compliant allocation of profits within an increasingly complex and regulated global 
context, lies in the rigorous, contextualized, innovative, and forward-looking application of the 
arm's length principle (ALP) to intercompany transactions that increasingly and profoundly reflect 
the ESG strategies adopted by companies. The valuation of the remuneration of entities investing in 
research and development of low-emission technologies, with consequent reputational benefits, 
facilitated access to sustainable financing, and the creation of new market opportunities, or the 
allocation of costs and benefits arising from the strategic selection of suppliers with high social and 
environmental standards or the reorganization of logistics chains in a sustainable manner, require an 
approach that goes beyond mere static transactional analysis, incorporating a dynamic assessment 
of the long-term impacts and strategic value of ESG initiatives.

International guidelines on TP, while constituting a fundamental reference and a consolidated 
conceptual framework, do not provide specific and detailed guidance on the complex and 
multidimensional interaction with ESG metrics. This necessitates a sophisticated, multidisciplinary, 
proactive, and future-oriented interpretative approach for professionals, based on a deep 
understanding of the economic and fiscal principles underlying TP, enriched by an acute sensitivity, 



in-depth knowledge, and strategic vision of the complex dynamics of sustainability and its long-
term economic, social, environmental, reputational, and legal implications. A functional analysis 
that takes into account the structural changes and interdependencies created by ESG strategies 
within the global value chain, a careful and contextualized assessment of the economic substance of 
intercompany transactions in light of the declared, pursued, and measured sustainability objectives 
through reliable and comparable metrics, and a clear and rigorous identification of the expected 
benefits, the risks assumed, and the value created by the various entities of the multinational group 
become indispensable elements for a correct, fair, transparent, and sustainable application of the 
arm's length principle in this new era of extended global responsibility.

An area of increasing complexity, strategic relevance, and potential impact is represented by the 
synergistic interaction between ESG initiatives and the value of intangible assets, such as corporate 
brand, stakeholder reputation, intellectual capital embedded in sustainable production processes, 
relationships with increasingly environmentally and socially conscious customers, and the ability to 
innovate sustainably. Substantial, credible, and effectively communicated investments in sustainable 
business practices can tangibly strengthen the group's image, increase the trust and loyalty of 
stakeholders, and create a lasting and difficult-to-imitate competitive advantage. The determination 
of transfer prices for the use or transfer of such intangible assets between related entities must 
necessarily reflect this increasingly significant and decisive added value, deriving from a genuine, 
measurable, and transparently communicated commitment to sustainability. Similarly, group 
synergies generated by a coherent, integrated, globally coordinated, and effectively governed ESG 
policy must be adequately considered in the TP analysis, in order to ensure a fair and value-based 
allocation of jointly generated profits.

In parallel, the very concept of comparability, which constitutes the cornerstone of benchmarking 
analyses in transfer pricing, is destined for a significant and profound evolution, requiring a more 
sophisticated and multidimensional approach. ESG ratings provided by specialized agencies, 
sustainability certifications issued by independent third-party bodies, the environmental and social 
performance of comparable companies, and detailed information on their governance could 
progressively emerge as relevant and influential comparability factors in the selection of 
benchmarks. This will require TP professionals to significantly broaden their analysis horizon, 
integrating non-financial information, derived from sustainability reports prepared in accordance 
with increasingly stringent and harmonized standards, from corporate institutional communications, 
industry analyses, and other relevant data sources, into due diligence and comparable selection 
processes.

Finally, the emerging and dynamic field of sustainable finance introduces further levels of 
complexity and opportunity at the intersection of ESG metrics and transfer pricing. The financial 
advantages deriving from the issuance of innovative instruments such as green bonds or loans 
linked to the achievement of specific sustainability objectives, often characterized by more 
favorable interest rates and intrinsically more advantageous economic conditions, raise crucial 
questions about the fair and transparent allocation of these financial benefits among the various 
entities of the multinational group that have contributed, directly or indirectly, to the achievement of 
the underlying sustainability targets, requiring an analysis that takes into account the value created 
and the risks assumed by each entity.

In conclusion, the era of extended global responsibility imposes a conceptual, methodological, and 
operational reorganization of transfer pricing. ESG metrics no longer represent ancillary 
considerations or secondary compliance elements, but intrinsic factors that shape corporate 
strategies, the configuration of value chains, and, consequently, the fiscal valuation of intercompany 
transactions. Companies that will be able to address this complex interaction with foresight, 



competence, integrity, and a forward-looking vision, organically and measurably incorporating 
sustainability considerations into their transfer pricing policies and practices, will not only be able 
to fulfill their tax obligations responsibly and transparently, but also to strategically position 
themselves to thrive in a global economic context where environmental, social, and governance 
responsibility is increasingly recognized as a fundamental driver of sustainable value creation, long-
term risk management, and the construction of a solid, resilient, and lasting corporate reputation. 
The challenge for TP professionals is to fully embrace this new reality, developing specialized 
skills, adopting innovative methodologies, and promoting a corporate culture oriented towards 
sustainability in all its dimensions, actively contributing to the construction of a more equitable, 
inclusive, and sustainable global economy for present and future generations.


