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In brief 
The Automotive Tax Rate Benchmarking Study for 2013 provides insight into the effective tax rate (ETR) 
reported by automotive companies in 2012, the trend in ETR over the last three years and the drivers of 
the ETR. The analysis incorporates company data for 59 automotive companies for accounting periods 
ending in 2012. The companies included in the study are detailed at the end of this Insight. 

 

In detail 

2012 was a year of continued 
recovery for the global 
automotive industry. Light 
vehicle assembly came in at 78.9 
million units, an increase of 5.8 
percent from 2011 and the third 
consecutive year of growth since 
the global economic downturn 
drove assembly volumes to 57.7 
million in 2009. Despite this 
continued top line growth, 
distinct regional trends 
provided the main story lines in 
2012. 

The automotive world 
continued to focus around when 
the European Union (EU) would 
begin its long awaited recovery 
during 2012. Continually 
deteriorating economic 
conditions, austerity measures 
and increasingly low consumer 
confidence drove regional 
assembly to 15.9 million units 
for the year. A number of plant 
closures, layoffs, and strategic 
partnerships were also 
announced during 2012 with the 
hopes of turning the market 
around. However, 2013 is likely 

to see a further decline, with a 
turnaround now not expected 
until at least 2014. 

Despite mixed economic news 
throughout the year, North 
America saw strong assembly 
growth, with 2012 assembly of 
15.4 million units, up from 13.1 
million units in 2011. Much of 
this increased assembly was 
driven by consumer demand for 
new vehicles in the United 
States (US), where new vehicle 
sales reached 14.5 million units. 
The availability of credit 
(particularly subprime), 
increases in scrappage rates and 
consumer confidence were also 
contributing factors. 

Driven by inventory and export 
recovery from the earthquake & 
tsunami that ravaged the 
country and global automotive 
supply chain in 2011, Japanese 
assembly rebounded strongly in 
2012 with light vehicle 
production of 9.1 million units. 
While the recent weakening of 
the Yen, along with the strong 
possibility of further currency-
related action by the central 

government, has been a positive 
development for Japanese 
automakers, the long-term 
trend of assembly localization to 
current export markets is 
expected to continue. 

Meanwhile, the outlook in China 
remains positive. Light vehicle 
assembly reached 16.6 million 
units in 2012, representing a 
year-over-year growth rate 7.9 
percent, easily holding onto its 
title as the world’s largest 
vehicle market. Uncertainties 
leading up to the country’s 
decennial leadership 
changeover, as well as unrest 
amid anti-Japanese protests due 
to an island dispute also had 
major impacts on the country’s 
automotive landscape in 2012. 

The automotive industry 
continues to advance, 
particularly in terms of safety, 
design, quality, efficiency and 
technological innovation. With 
this evolution comes a host of 
market drivers and 
issues, including: 

• impact of driverless 
vehicles 
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• rare earth & conflict 

minerals 

• attracting talent 

• global regulation & 
compliance 

Effective tax rate of the 
automotive 
sector—all companies 

The average ETR for the 
Automotive sector has been 
constant over the last three 
years, an average of 26.5 

percent moving by only 0.4 
percent (Figure 1). Between 
2011 and 2012, there has been 
an increase in quartile three to 
34.4% and decrease in quartile 
one to 18.4%. In 2011, no 
companies were in a loss 
making position, whereas in 

 

Figure 1—Effective tax rate for Automotive sector—all companies 

 

Sources: 2013 PwC's Tax Rate Benchmarking Survey. 
 Quartile 1 = less than 25% of the companies; Quartile 3 less than 75. 

2012, three companies incurred 
losses. The increase in range 
between quartile one and 
quartile three from 2011 and 
2012 reflects the distorting 
effect of these losses on the 
ETR, with seven firms reporting 
that their ETRs fell by more 
than 10 percentage points, and 
five companies showing 
increases of more than 10 
percentage points. 

Effective tax rate of the 
Automotive sector—
profitable companies only 

Figure 2 shows the ETR trend 
when all companies which have 
been loss making or in a tax 
benefit position in any of the 
last 3 years are removed. Forty-
one companies remain in 
the analysis. 

The 3 year ETR is 28.1 percent, 
1.6 percentage points higher  

than for all companies at 26.5 
percent. While quartile three 
increased from 32.5 percent in 
2011 to 34.5 percent in 2012, 
there is a fall in quartile one 
from 22.7 percent in 2011 to 
20.0 percent in 2012, with 
companies in this quartile range 
reporting profits falling by 13.7 
percent and income tax charges 
decreasing 16.2 percent.
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Figure 2—Effective tax rate for Automotive sector—profitable companies only 

 

Sources: 2013 PwC's Tax Rate Benchmarking Survey. 
 Quartile 1 = less than 25% of the companies; Quartile 3 less than 75. 

Drivers of the effective tax 
rate in the Automotive 
sector 

Thirty five companies in the 
study disclosed reconciliation 
between their statutory and 
effective rate in their company 
accounts and it was possible to 
gain some insight into the 
drivers of the effective rate in 
the Automotive sector by 
reviewing this analysis. 

The effective rate for 24 
companies was below the 
statutory rate, and for 11 
companies, it was above the 
statutory rate. The reconciling 
items as disclosed in the 
statutory/effective rate 
reconciliation were analyzed, 
collated and averaged over the 
sample.  

Figure 3 shows how frequently 
the drivers appear in 

statutory/effective rate 
reconciliations and the impact 
they have on the ETR. The bars 
on the left of the chart show the 
number of companies reporting 
the driver. The 0 percent line 
represents the statutory rate 
and the bars on this line show 
the impact of the driver, both 
favorable and unfavorable, 
excluding single outlying ratios 
in excess of +50 percent or -50 
percent.  

Figure 3—Drivers of the effective tax rate in the Automotive sector in 2012 

 

Source: 2013 PwC's Tax Rate Benchmarking Survey. 

For the Automotive sector, the 
impact of foreign operations has 
been greater than in other 
sectors, with 33 companies 
reporting it as a favorable driver 
on their ETR. In particular, tax 
differentials on foreign earnings 

have been a significant catalyst 
in lowering companies’ tax 
liabilities. Tax incentives also 
contributed to lowering the 
ETRs of firms in the Automotive 
sector, with companies claiming 
research and development 

credits, tax benefit, and 
domestic manufacturing 
deduction this year, although in 
the US, the research and 
development credits 
temporarily expired in 2012 and 
were retroactively reinstated in 
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2013. Even so, the benefit 
gained from this driver by the 
Automotive industry was 
significantly lower compared to 
other sectors, with the ETR only 
falling on average by 1.4 
percent. The effect of tax losses 
also appears to be consistent 
with trends seen in other 
sectors, with 75 percent of the 
25 companies reporting 
movements in the valuation 
allowance as having a favorable 
impact on the ETR. 

Figure 3 shows that changes in 
the tax rate increased the ETR. 
In the study, Japanese 
companies constitute a high 
proportion of the Automotive 
sector companies. The 
introduction of a corporation 
tax rate reduction from April 

2012 decreased the net benefit 
of deferred tax assets and 
consequently increased 
income tax expense for year to 
March 2012. 

Further analysis indicates that 
seven Japanese companies 
reported an on average rise of 
5.1 percent from this factor. 

Unrecognized tax benefits 

Accounting for uncertainty in 
income taxes can be complex 
and criteria exist in the US for 
the recognition and 
measurement of unrecognized 
tax benefits resulting from 
uncertain tax benefits. There is a 
two-step approach of evaluating 
tax positions and determining if 
they should be recognized in the 

financial statements. Tax 
positions that are ‘more likely 
than not’ to be sustained upon 
examination must be measured 
using specified criteria. 

Figure 4 shows that total 
uncertain tax benefit (UTB) 
balances in the 18 companies 
reporting this US disclosure 
requirement increased by 1.9 
percentage points between 2011 
and 2012, using the 2010 UTB 
balance as the baseline (100 
percent). The maximum 
increase was 68.6 percent and 
minimum decrease was -58.1 
percent. Total UTBs for all 
companies at the end of 2012 
amounted to $7.4 billion. On an 
individual company basis, the 
average UTB was $411 million.

 

Figure 4—Closing UTB total balance 

 

Source: 2013 PwC's Tax Rate Benchmarking Survey. 

Unrepatriated earnings 

US-based multinationals doing 
business outside of the US are 
required to account for the tax 
effects (deferred tax liability) 
associated with remitting such 
earnings to the US unless those 
unremitted earnings are 
permanently reinvested outside 
the US. The amount of 
undistributed non US earnings 

has grown in recent years. We 
analyzed the level of 
unrepatriated earnings reported 
by the study companies and the 
movement compared to last 
year. 

Ten US-based multinationals 
disclosed the cumulative 
amount of undistributed 
earnings from their foreign 
subsidiaries on which the parent 

company had not recognized 
income tax. 

The average increase in 
unrepatriated earnings between 
2011 to 2012 as a percentage of 
the income before tax in 2012 
amounts to 6.0 percent (median 
1.2) for the companies reporting 
this item.
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Companies included in the Automotive sector 

Aisin Seiki Co., Ltd. 
AB Volvo 
Audi AG 
Autoliv, Inc. 
Bajaj Auto Ltd. 
Bayerische Motoren Werke AG 
BorgWarner, Inc. 
Brilliance China Automotive Holdings Ltd. 
Caterpillar, Inc. 
Cheng Shin Rubber Ind., Co., Ltd. 
Chrysler 
Cummins, Inc. 
Daihatsu Motor Co., Ltd. 
Daimler AG 
Delphi Automotive Plc 
Denso Corp. 
Dongfeng Motor Group Co. Ltd. 
Exor S.P.A. 
Fiat S.P.A. 
Ford Motor Co. 
Fuji Heavy Industries Ltd. 
General Motors Co. 
Genuine Parts Co. 
GKN PLC 
Great Wall Motor Co. Ltd. 
Harley-Davidson, Inc. 
Hero MotoCorp Ltd. 
Honda Motor Co., Ltd. 
Hyundai Mobis Co.,Ltd 
Hyundai Motor Co 

Isuzu Motors Ltd. 
Jardine Cycle & Carriage Ltd. 
Johnson Controls, Inc. 
Kia Motors Corp. 
LKQ Corp. 
Magna International, Inc. 
Mahindra & Mahindra Ltd. 
Maruti Suzuki India Ltd. 
Mazda Motor Corp. 
Meritor, Inc. 
Mitsubishi Motors Corp. 
Navistar International 
Nissan Motor Co., Ltd. 
Oshkosh Corp. 
PACCAR, Inc. 
Pirelli & C. S.P.A. 
Porsche Automobile Holding SE 
PT Astra International Tbk 
Renault S.A. 
Robert Bosch Gmbh 
SAIC Motor Corp. Ltd. 
Sumitomo Electric Industries, Ltd. 
Suzuki Motor Corp. 
Tenneco, Inc. 
Toyota Industries Corp. 
Toyota Motor Corp. 
TRW Automotive Holdings Corp. 
Volkswagen AG 
Weichai Power Co., Ltd. 
 



Assessing tax: 2013 tax rate 
benchmarking survey 
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The takeaway 
In the current environment, where for 
some companies, tax is becoming a 
reputational issue,  it is more 
important than ever to know what the 
ETR of your peer group is, to assess 
whether your ETR is higher or lower 
than the peer group and how the trend 
in your ETR compares with other 
companies.  A bespoke report based 
on this study can be prepared for any 
company on request, comparing a 
company’s key tax ratios against those 
of its peers.  Companies use tax rate 

benchmarking data to compare their 
performance in a particular year and 
over a period of time.  This can be 
useful when writing and reviewing tax 
strategy, communicating with the 
Board and setting performance 
measures.  

As emerging economies take the 
driving seat of global growth, 
automotive companies are seeing that 
global growth and commodity prices 
are starting to be driven by 
developments in China and India 
rather than US and Europe.  In 2013, 

developing economies are expected to 
be bigger (in GDP terms) than 
advanced economies, the first time 
since reliable records began.  
Companies must adapt because 
business as usual is changing.  
Expenditure in emerging markets is 
no longer speculative investment but 
core to sustainable growth and as 
globalization increases, tax 
departments will be challenged to 
manage the ETR and maintain control 
over taxes in new and sometimes 
unfamiliar territories.   

 

Automotive and Tax Events 
 
May 8-10, 2013 
US Automotive/Industrial Products  
Sr. Executive Tax Roundtable  
Half Moon Bay, California US 
 
May 21-22, 2013 
Smart Manufacturing Summit 
Dearborn, Michigan, US 
 
October 10-13, 2013 
SAE Global Leadership Conference 
The Greenbrier, West Virginia US 

Let’s talk   

For a deeper discussion of how this issue might affect your business, please contact your PwC Automotive Tax 
representative, or one of the subject matter professionals shown below.  Visit www.publications.pwc.com to select from a 
variety of publication topics that may interest you.  Or simply call or email Kristin McCallum Ritter at 313-394-6349 
or kristin.m.ritter@us.pwc.com to be added to the subscriber list. 

Automotive Tax Practice 

Neil Bristol, Detroit 
US Automotive Tax Leader 
(313) 394-3915 
neil.g.bristol@us.pwc.com 
 
Alexander Unfried, Stuttgart 
Global Automotive Tax Leader 
+49 711 25034 3216 
alexander.unfried @de.pwc.com 
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