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Abstract

This study collects the earnings data before and after internal transfer pricing conducted
in Chunghwa Post Co., Ltd. in every responsibility central bureau from years 2005 to 2008
and performed descriptive statistics and analysis of variance (ANOVA) according to the
position levels and geographical districts (north, central and south) of each bureau.

The findings of the study indicate: (1) there are significant differences of earnings
between major and minor responsibility central bureaus before internal transfer pricing. After
implementing the pricing system, however, no significant differences of earnings are found
between major and minor responsibility central bureaus. (2) There are no significant
differences of earnings among bureaus located in three different districts before internal
transfer pricing. After the implementation of the system, however, significant differences of
earnings are found among bureaus of different districts. Such differences are found larger
between bureaus of the north and those of the central and south as the percentage of financial
subsidies decreases.

To achieve a "fair" and "reasonable” performance evaluation system, this study suggests
the following steps to eliminate the significant differences created by rural-urban differences:
(1) to include the rural-urban factor in the internal transfer pricing system, (2) to set up a few
bureaus under special policies, and (3) to increase the percentage of financial subsidies. It is
expected that future practices will further motivate all responsibility central bureaus to pay
extra attention to their earnings performance after internal transfer pricing.

Key words: Non-for-Profit Organization, Responsibility Centers, Internal Transfer
Pricing System, Performance Evaluation
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