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In the ever-evolving landscape of technology, Generative Artificial Intelligence (AI) stands out as both a beacon of potential and a subject of 
scrutiny. Given the significant increase in the use of AI in the field of Tax and Transfer Pricing, the question is no longer whether AI is merely a 
fleeting technological whim but how much AI will impact the delivery of taxing transfer pricing services. 

The application of AI stretches across diverse sectors, promising unprecedented advancements. Yet, amidst the genuine excitement, a 
significant amount of misinformation has clouded the narrative. From visions of sentient robots to claims of AI's omnipotence, the line between 
fact and fiction has become increasingly blurred. While it's essential to recognize the transformative potential of AI, it's equally crucial to be 
wary of hyperbolic claims that might lead to unrealistic expectations.

Significantly, industries like consulting and financial advisory, with tax services being a notable subset, find themselves at the intersection of AI's 
promise and its challenges. These fields, entrenched in data analysis, prediction, and advisory-related issues, appear primed for the offerings AI 
can potentially fulfill. Yet, the transition isn't merely about adopting new technologies but understanding the interplay between machine 
capabilities and human expertise. As we set forth into this AI-augmented landscape, charting a path that adopts the best of both worlds 
becomes our collective endeavor.

This is an article where we make an attempt to test what AI “thinks” on the subject of transfer pricing, to give us a sense if it can do justice to 
such a niche topic. As we navigate this article about how AI is exploring the potential future of the transfer pricing landscape in the Middle East, 
it is essential to strike a balance between objectivism and scrutiny, reality and “hallucination”. 

Many countries in the Middle East are adopting transfer pricing regimes that are in line with the Organisation for Economic Co-operation and 
Development (OECD) Transfer Pricing Guidelines.

This alignment aims to ensure consistency and compliance with international standards. The OECD Transfer Pricing Guidelines provide a framework 
for determining the arm's length price for transactions between related parties. The guidelines are widely accepted as the international standard for 
transfer pricing, and many countries have incorporated them into their domestic tax laws.

The alignment with international guidelines is a positive development for businesses operating in the Middle East. It provides greater clarity and 
consistency in transfer pricing regulations, reducing the risk of double taxation and disputes with tax authorities. However, it also means that 
companies will need to provide detailed documentation and justification for their transfer pricing arrangements to comply with the guidelines.

Alignment with International Guidelines1

Introduction

The Middle East's Transfer Pricing Landscape: Through the Lens of AI

To address this forward-looking inquiry to test generative AI, we have consulted three leading AI platforms: ChatGPT, Perplexity, and Google Bard. 
We sought their insights on the emerging trends in the transfer pricing landscape within the Middle East. Drawing from congruent perspectives 
these platforms provided, we have synthesized their responses below, using the assistance of AI.

The article generated below has been generated by the three large language model (LLM) AI platforms mentioned above. This was based on  a 
set of prompts to these models, asking them to describe in detail the transfer pricing landscape in the Middle East and its likely future. 

In the realm of global economy and finance, transfer pricing stands as a crucial determinant of how multinational enterprises (MNEs) navigate 
the complexities of international taxation. The Middle East, historically celebrated for its vast natural resources, especially oil, is now in the midst 
of profound financial and technological transformations. As nations within this geographically and culturally rich region strive to diversify their 
economic portfolios and integrate more seamlessly with the global economic tapestry, the intricacies of transfer pricing are becoming pivotal. 
This article takes an in-depth look at the ever-evolving transfer pricing landscape in the Middle East, dissecting its past, analyzing its present, and 
forecasting its future. 
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Many countries in the Middle East are adopting transfer pricing regimes that are in line with the Organisation for Economic Co-operation and 
Development (OECD) Transfer Pricing Guidelines.

This alignment aims to ensure consistency and compliance with international standards. The OECD Transfer Pricing Guidelines provide a framework 
for determining the arm's length price for transactions between related parties. The guidelines are widely accepted as the international standard for 
transfer pricing, and many countries have incorporated them into their domestic tax laws.

The alignment with international guidelines is a positive development for businesses operating in the Middle East. It provides greater clarity and 
consistency in transfer pricing regulations, reducing the risk of double taxation and disputes with tax authorities. However, it also means that 
companies will need to provide detailed documentation and justification for their transfer pricing arrangements to comply with the guidelines.

This alignment harbors numerous benefits. For one, it offers a universally recognized 
framework, potentially bolstering foreign investment and trade by mitigating uncertainties. 
Furthermore, by adhering to international standards, Middle Eastern countries can diminish 
the odds of disputes on cross-border transactions.

However, this alignment isn't without challenges. Domestic tax regulations and 
administrative practices might require rigorous overhauls. Businesses, especially those 
previously distant from these guidelines, might grapple with augmented compliance costs.

Increased Focus on Intra-Group Transactions2

The transfer pricing regulations in the Middle East are likely to place greater scrutiny on intra-group transactions to prevent profit shifting and 
ensure fair taxation.

This means that companies will need to provide detailed documentation and justification for their transfer pricing arrangements. The increased 
focus on intra-group transactions is a response to the growing concern among tax authorities about the erosion of their tax base due to 
transfer pricing practices.

To comply with the increased scrutiny, companies will need to ensure that their transfer pricing arrangements are consistent with the arm's 
length principle. This principle requires that the price of a transaction between related parties be the same as if the parties were unrelated. 
Companies will need to provide detailed documentation to support their transfer pricing arrangements, including functional analysis, 
benchmarking studies, and economic analysis.

The intensified scrutiny assures that companies aren't exploiting loopholes for tax evasion, ushering in a more equitable revenue distribution 
among nations. However, this spotlight might inadvertently cast a shadow. Businesses could face amplified administrative and compliance 
burdens. Ambiguities surrounding what precisely constitutes "arms-length" transactions might sow seeds for future disputes.

Digitalization and Technology3

The rise of digital banking and e-commerce has implications for transfer pricing in the 
Middle East.

As digital transactions become more prevalent, tax authorities may develop specific 
guidelines and regulations to address the unique challenges posed by digital business 
models. For example, tax authorities may require companies to allocate profits based on 
the location of their customers or users rather than the location of their physical assets.

To comply with the digitalization trend, companies will need to ensure that their transfer 
pricing arrangements are consistent with the arm's length principle. They will also need 
to consider the specific challenges posed by digital business models, such as the 
allocation of profits and the attribution of value to intangible assets.

By recognizing digital business models, tax authorities demonstrate adaptability. 
Allocating profits based on user or customer location can ensure nations garner their 
rightful share of tax revenue from digital services.

However, the ephemeral nature of digital transactions blurs traditional boundaries. 
Pinpointing where "value creation" transpires becomes labyrinthine. Without 
synchronized tax rules, there's a looming threat of double-taxation or inadvertent 
non-taxation.

More Intensive Audits and Controversy4

Transfer pricing audits are expected to become more frequent and intensive in the future. 

Tax authorities are likely to focus on entire value chains and examine how transfer pricing reporting aligns with customs duties and R&D filings. This 
increased scrutiny may lead to more controversy and disputes between taxpayers and tax authorities.

To prepare for more intensive audits and controversy, companies will need to make their transfer pricing functions more resilient and agile. This 
includes enhancing documentation processes, adopting advanced pricing agreements (APAs), and implementing transfer pricing risk management 

strategies. Companies will also need to be prepared to engage in dispute resolution mechanisms, such as mutual agreement procedures (MAPs) 
and arbitration.

The future trends of the transfer pricing framework in the Middle East are influenced by various factors, including the implementation of 
international guidelines, changes in local tax regulations, and the rise of digital banking. To comply with these trends, companies will need to 
ensure that their transfer pricing arrangements are consistent with the arm's length principle and provide detailed documentation to support their 
arrangements. They will also need to make their transfer pricing functions more resilient and agile to adapt to market challenges and prepare for 
more intensive audits and controversy.

Rigorous audits can act as deterrents, ensuring compliance and deterring foul play. Companies might pivot towards proactive measures like APAs, 
circumventing future altercation

But this intensity has its pitfalls. Companies might perceive these audits as invasive, potentially deterring foreign investments. Disagreements 
could spiral into prolonged legal tussles, draining resources for both corporations and governments.
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But this intensity has its pitfalls. Companies might perceive these audits as invasive, potentially deterring foreign investments. Disagreements 
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The Middle East's transfer pricing framework, influenced by a medley of factors, is on a trajectory towards heightened transparency, stringent 
compliance, and alignment with global benchmarks. However, as the digital age poses unique challenges, a balanced approach is crucial—one that 
ensures just taxation while fostering a fertile ground for businesses to thrive.

The article in discussion, while making an earnest attempt to explore the multifaceted issue of transfer pricing in the Middle East, showcases the 
limitations of AI-generated content. Here's a breakdown of the shortcomings when juxtaposed against what a human expert might offer:

While AI demonstrates a step towards automating analytical discourse, the critique highlights the irreplaceable value of human expertise in 
navigating complex, historically, and contextually nuanced subjects. The gaps in the AI-generated article emphasize the significant road ahead 
before such technology can come close to the depth and nuanced understanding that human experts offer.

Conclusion

An Analysis of Generative AI’s article

The article misses out on a rich historical backdrop 
that shapes the current fiscal frameworks in the 
Middle East. A human expert would likely delve into 
the historical and political realities impacting transfer 
pricing dynamics in this region, providing readers 
with a deeper understanding of the issue at hand.

The analysis on topics like International Guidelines 
alignment and intra-group transactions feels shallow. It 
touches on the points but lacks the critical depth and 
detailed examination a human expert would provide. For 
instance, the section on digitalization misses the chance to 
discuss the huge shift in fiscal paradigms and what it 
implies for policy and corporate operations.

Surface-Level ExaminationLack of Historical Depth

The Middle East comprises diverse economic and 
political landscapes, which the article tends to 
generalize. A human expert, appreciating these 
differences, would offer a more nuanced analysis of 
how transfer pricing regimes might play out across 
these varied settings.

The conclusion falls into cliches and lacks forward-thinking 
insights. Unlike AI, a human expert could draw from a vast 
well of knowledge to provide a visionary outlook, 
suggesting novel frameworks or solutions to address 
upcoming challenges.

Lack of Innovative InsightsNo Regional Differentiation

A richer narrative could have emerged with stronger 
engagement with various stakeholder perspectives, 
be it from multinational corporations, local 
enterprises, or tax authorities. A human expert would 
provide a more grounded and practical analysis by 
understanding and integrating varied stakeholder 
concerns.

The limitations of the article highlight AI’s inability to 
replicate the experiential learning and intuitive insight that 
humans accumulate over years. These shortcomings 
underline the crucial value of human intervention in 
exploring complex and nuanced subjects like transfer 
pricing in the Middle East.

AI’s Absence of Experiential LearningMissing Stakeholder Perspectives
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Other Generative AI Issues to Note

From the output generated in this application using AI tools, it is reasonable to argue that these tools are not poised to replace tax professionals in 
the foreseeable future. While AI has shown an impressive capacity to analyze large datasets and identify patterns with speed and efficiency that far 
surpass human capabilities, it still lacks the deep nuanced understanding and the critical thinking that is second nature to experienced tax 
professionals. The tax landscape is not just about crunching numbers; it involves a sophisticated understanding of laws, the ability to interpret 
complex regulations, and a sensitive approach to individual and corporate financial nuances — areas where human expertise and judgment are 
irreplaceable.

However, what cannot be ignored is the incredible assistance that these tools can offer to tax professionals, acting as a lever to enhance their 
productivity and accuracy. Moreover, with continuous advancements in technology, these tools are getting smarter, capable of learning and 
improving over time, which means they can be a repository of evolving knowledge, ready to assist professionals with up-to-date information and 
analysis. Thus, rather than viewing AI tools as replacements, it is more prudent to see them as valuable allies, set to revolutionize the way tax 
professionals work, lending them a helping hand to elevate the quality and scope of their services. There is no doubt that very soon AI will have a 
profound impact on businesses and tax, law, and the broader finance sectors will dramatically change, and, most likely, a significantly large volume 
of output would be generated using AI-enabled tools. 
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This publication has been written in general terms and therefore cannot be relied on to cover specific situations; application of the principles set out will depend upon 
the particular circumstances involved and we recommend that you obtain professional advice before acting or refraining from acting on any of the contents of this 
publication. 

Deloitte & Touche (M.E.) LLP (“DME”) is the affiliate for the territories of the Middle East and Cyprus of Deloitte NSE LLP (“NSE”), a UK limited liability partnership and 
member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”).

Deloitte refers to one or more of DTTL, its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global”) and each of its 
member firms are legally separate and independent entities. DTTL, NSE and DME do not provide services to clients. Please see www.deloitte.com/about to learn more. 

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member firms in more 
than 130 countries and territories, serves four out of five Fortune Global 500® companies. Learn how Deloitte’s approximately 410,000 people make an impact that 
matters at www.deloitte.com. 

DME would be pleased to advise readers on how to apply the principles set out in this publication to their specific circumstances. DME accepts no duty of care or 
liability for any loss occasioned to any person acting or refraining from action as a result of any material in this publication.

DME is a leading professional services firm established in the Middle East region with uninterrupted presence since 1926. DME’s presence in the Middle East region is 
established through its affiliated independent legal entities, which are licensed to operate and to provide services under the applicable laws and regulations of the 
relevant country. DME’s affiliates and related entities cannot oblige each other and/or DME, and when providing services, each affiliate and related entity engages 
directly and independently with its own clients and shall only be liable for its own acts or omissions and not those of any other affiliate.

DME provides audit and assurance, consulting, financial advisory, risk advisory and tax, services through 29 offices in 15 countries with more than 5,900 partners, 
directors and staff. 
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