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Background 

There are approximately 18.5 million registered vehicles on Australia’s roads; 2.2 million of 

these operate within Western Australia. The average age of the motor vehicle fleet is 10.1 

years. The Australian Automotive industry sold 1,189,116 new vehicles in 2017and scrapped 

approximately 800,000 vehicles which maintains the average annual growth of the 

Australian fleet at 2.1% p.a.  

It is the automotive industry that keeps this country moving through retailing, servicing and 

repairing this large fleet and it is therefore critical to ensure that all aspects of the industry 

are provided the focus by government to ensure that the industry operates in a fair, open 

and balanced market that promotes growth. 

The Smash Repair Industry is a critical component of the automotive industry and it is fair to 

say that the industry is facing unprecedented challenges to its very continuance from a 

range of areas. The Western Australian economy is only now showing signs of improving 

following several years of significant downturn. The automotive industry has been 

particularly hard hit by this down turn with a retraction in business, high costs of operation, 

reducing margins in order to remain competitive and a growing skills shortage that is 

increasing at an alarming rate.  

The majority of smash repair businesses, approximately 90%, are small and family owned 

enterprises. The smash repair industry represents approximately 10% of the total of 

automotive businesses in Western Australia. 

The average age of personnel employed in the smash repair industry is over 50 years of age 

and with record low levels of apprentices entering the industry, there is the very real 

possibility that the industry will not be in a position to operate into the future. Should that 

occur, consumers will face an increasing lack of choice over repairers and significant delays 

in having their vehicles repaired. This has, to a certain extent, already played out in the 

United Kingdom where people exiting the industry has accelerated and industry 

commencements has reduced meaning that they simply do not have the capacity to repair 

vehicles at the level that is required. 

And finally, the behaviours of the insurance industry in driving the average cost of repair 

down to unsustainable levels, influencing parts supply and establishing discrete repairer 

networks that preclude many operators from participating are forcing an increasing number 

of smash repair operators out of the industry. 

There is an urgent need to have the smash repair and the insurance industries develop a 

transparent and fair business relationship that ensures the viability of smash repairers, the 

profitability of insurers and reliable, affordable and safe repairs for consumers. 
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The Motor Trade Association of Western Australia (Inc.) 

Established in 1934, the Motor Trade Association of WA (MTA WA) is the peak automotive 

representative group for the Western Australian motor industry and represents over 1500 

automotive businesses that employ over 30,000 people. 

The MTA WA has 19 operational divisions that cover every aspect of the motor trade 

industry from body repairers and mechanics to heavy transport operators, car and motor 

cycle dealers and tyre retailers. On that basis the MTA WA works across the retail, repair 

and services sectors of the industry. 

The MTA WA has 200 Smash Repair business members, making us the largest representative 

group for the industry. 

The primary focus of the MTA WA is to: 

 Advance the issues that affect the WA motor industry with government and policy 

makers at all levels; 

 Securing the future of the industry by driving the development of a skilled 

workforce; 

 Build a strong, resilient industry through business development. 

The MTA WA is a member of the Motor Trade Association of Australia (MTAA) which is the 

federation of automotive Associations and Chambers which collectively represent in excess 

of 20,000 automotive businesses which in turn employ approximately 300,000 individuals.  
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Terms of Reference for Inquiry 

The MTA WA welcomes the Economics and Industry Standing Committee’s inquiry into the 

Smash Repair Industry. 

The Economics and Industry Standing Committee has established the following four (4) 

terms of reference for the conduct of the Inquiry into Western Australia’s Smash Repair 

Industry. 

1) Automotive smash repair work and whether it is being carried out to adequate safety 

and quality standards in Western Australia. 

 

2) The current Motor Vehicle Insurance and Repair Industry Code of Conduct, its 

governance structure and dispute resolution mechanisms and whether it is effective at 

regulating the relationship between repairers and insurers, and in serving consumer 

interests. 

 

3) Consumer Choice, consumer protection and consumer knowledge in respect of contracts 

and repairs under insurance policies; and 

 

4) The business practices of insurers, and repairers, including vertical integration in the 

market, the transparency of those business practices and implications for consumers. 
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The MTA WA will provide its response to each of the Terms of 

Reference:  

1. Automotive smash repair work and whether it is being carried out to 

adequate safety and quality standards in Western Australia 

A motor vehicle accident is an extremely stressful time for any consumer and it could be 

argued that, at this time, consumers are also at their most vulnerable state when trying 

to make informed decisions. It is at this time that a consumer is bombarded with 

questions such as who are you insured with, where your vehicle should be towed to, 

what repairer do you use, do you have choice of repairer? In the end, most consumers 

have little control over where their vehicle is taken and despite having insurance cover 

that provides for choice of repairer, their vehicle will often end up with a repairer 

chosen by their insurer, thus removing any ability for the consumer to maintain control 

over the repair of their vehicle. 

It is also not uncommon for insurers to encourage consumers to take financial payouts 

that are below an independent repairer’s quote to repair their vehicle, a practice which 

is unscrupulous, unethical and acts to the detriment of both consumers and smash 

repairers. This practice is known in the industry as “cash settling”.  

The MTA WA holds serious concerns over the ability of smash repairers to adequately 

repair vehicles given the pressures placed on them by insurers. Repairers are often 

required to use unfair work processes that are imposed and controlled by insurance 

companies to gain work. Insurance companies require smash repairers to use cost 

estimation tools to determine an hourly rate that when examined, fail to make 

allowances for the total cost of operating the business and in doing so places the 

business in a loss making position. 

As an example of this, the smash repair industry used to apply a standard of 6.6% of the 

weekly award rate of pay to determine an hourly charge out rate, based on a 40 hour 

week. Over time, the insurance industry moved away from this formula to a point now, 

where had the formula remained in place, the base charge out rate would have been 

$42.07 per hour as opposed to the current rate which, on average, is $30.00 per hour 

with $28.60 at the lowest and $33.00 per hour at the highest. This does not account for 

CPI increases, nor the increases in areas such as paint, which averages 8% p.a. and 

consumables, which range between 5% to 20% in any one year. Put simply, every cost 

associated with running a smash repair business has increased substantially. The only 

factor that has not kept pace is the hourly rate paid by insurers. 

In addition to this, insurers are placing significant additional burdens on repairers by 

requiring them to use individual insurance companies’ operating platforms. It is not 

uncommon for a repairer to have to have estimating platforms and portals such as 
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Estimage, ORM, P-Net, Arnie, Audanet, and NTAR installed, all of which come with a 

monthly subscription fee and together with increased administration and training costs 

further adds to the cost of doing business.  

To assist smash repair members, the MTA WA produced a cost calculator in March 2018 

that incorporated all facets of running a smash repair business. This calculator was 

independently evaluated by accountancy group BDO and the Australian Taxation Office. 

The results of the assessment showed that the calculator was an accurate means to 

determine the actual cost of running a smash repair business. What is alarming is that 

when applied to businesses in Western Australia, the hourly cost of doing business 

ranged between $120 and $160 per hour, far in excess of the $30 average paid by 

insurers. 

Given this disparity between ‘actual’ and ‘funded’ hourly rates, the question must be 

asked as to what gives, and how does the consumer fare out of this arrangement in 

terms of having a vehicle repaired back to manufacturer’s standards. 

There is absolutely no doubt, that there are repairs being carried out, that as a result of 

the low average cost of repairs enforced by the insurance companies, are below 

standards and certainly do not meet the expectations of consumers.  

The industry applies a benchmark rectification rate where additional work is required to 

address faults at the time of repair. The industry accepted standard was 4%. One 

insurance group has published their rectification rate at 5% but feedback from industry 

participants indicates that the rectification rate is now closer to 15%. 

Much of this rectification work does not appear in any reports produced by insurers as 

the insurers will send rectification work to alternate repairers with a cheque to simply 

make the problem “go away”. 

Smash Repair operators are, in general, doing their best to complete quality repairs for 

consumers but the downward pressure by insurers to reduce the average cost of repair 

has to come from somewhere and generally, this will be in short cutting the repair 

process. 

The reality is that the average consumer would be hard pressed to be able to identify a 

substandard repair given that most of the work lies under the skin of the vehicle and 

may not be visible. 

  

SRI Submission 2



8 | P a g e  

 

The MTAs across the country are working hard to improve standards introducing 

processes such as the cost calculator and the shop grading program, which places 

stringent requirements on repairers to maintain certain standards. But we as an industry 

can only do so much. If the insurance industry fail to understand that there needs to be 

a balance between shareholder returns and consumers paying for and receiving quality 

repairs from appropriately remunerated repairers, then the consumer will be the end 

victim. 
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2. The current Motor Vehicle Insurance and Repair Industry Code of 

Conduct, its governance structure and dispute resolution mechanisms 

and whether it is effective at regulating the relationship  between 

repairers and insurers, and in serving consumer interests 

The Motor Vehicle Insurance and Repair Industry Code of Conduct (the Code) is a 

voluntary Code of Conduct that applies to all smash repairers and insurance companies 

that subscribe to it.  

The Code came about as a result of numerous Government reviews of the industry and 

in particular the relationship that exists between the smash repair industry and the 

insurance industry.  

In 2002, the Australian Competition and Consumer Commission (ACCC) convened a 

series of roundtable discussions with representatives of insurers, repairers and 

consumers, releasing an Issues Paper in 2003 outlining its findings and 

recommendations. 

In 2004, the then Treasurer, the Hon Peter Costello MP, provided a reference to the 

Productivity Commission to examine the relationship between the Australian motor 

vehicle smash repair industry and the motor vehicle insurance industry, with the 

Commission releasing its final report in March 2005. 

The Productivity Commission’s final report supported the conclusions of previous 

inquiries, calling for the establishment of a voluntary Code of Conduct to govern aspects 

of the relationship between repairers and insurers and their dealings with each other. 

The Australian Government supported most of the Commission's recommendations, and 

established a taskforce of key motor insurers and repairer representative bodies with an 

independent Chairperson and a Secretariat based in the Office of Small Business. The 

taskforce was charged with developing the voluntary industry Code of Conduct.  

Following the Taskforce's agreement on the terms of the Code, the Hon. Fran Bailey, 

Minister for Small Business and Tourism, officially launched the Motor Vehicle Insurance 

and the Repair Industry Code of Conduct on 29 June 2006. 

It is significant that the Government considered and agreed that a properly formulated 

code of conduct, that had the support of industry, was a benefit to all industry 

participants.  

In its deliberations, the Government concluded that the Code should include: 

1) Matters relating to preferred smash repairer (PSR) arrangements, including 

 requirements to: 

• notify opportunities to apply for PSR status; 
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• disclose selection criteria; 

• provide a 'cooling off' period for repairers to consider PSR contract offers; 

• provide that PSR tenure should not automatically cease on transfer of business 

provided probity and prudential concerns are met; and - 

• specify that if an hourly rate is included in a PSR contract, then it should be a 

mutually agreed realistic rate. 

2)  Matters relating to quoting for work and payment, specifying: 

• that times and rates, where used, should be realistic times and rates agreed to by 

insurer and repairer; 

• that paint, parts and significant consumables should be separately costed rather 

than included in hourly rates; 

• where competitive quotes are sought, that the quotation process should be fair 

and transparent; 

• that insurers should fully disclose their terms of payment to repairers; and - 

minimum terms of payment where work is not in dispute (for example, 30 days 

or less). 

3)  Matters relating to quality and safety, and guarantees, including requirements: 

• that where an insurer specifies the repair method and/or the quality of parts to 

be used, the insurer accepts responsibility in writing for the quality and safety 

consequences of its specifications; and 

• to restrict the guarantee liability of a repairer to work it actually carries out, and 

then only for an agreed reasonable period - a repairer should not be required to 

guarantee parts or paint for a period longer than the manufacturer's warranty. 

4)  Matters relating to consumer choice, including requirements for insurers: 

• to clearly explain repairer choice options to consumers when taking out policies 

and making claims; 

• to avoid making misleading, inaccurate or unjustified comments about the 

quality and timeliness of repair of non-preferred repairers; and 

• to clearly explain to consumers their policy provisions relating to the use of parts 

and to guarantees. 

5)  A transparent and independent external dispute resolution mechanism. 
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The Government acknowledged the importance of transparency in the market. Many of 

the problems identified in the PC report stem from a lack of clarity in business 

relationships between insurance companies and smash repair businesses. 

The Government also accepted the PC's recommendation that consumer choice should 

not be mandated. However, in the interests of ensuring consumers are informed of 

provisions in relation to consumer choice of repairer, the Government did recommend 

that an additional provision be inserted in the code to the effect that.  Insurers should 

clearly state, upfront in product disclosure documents, repairer choice options. 

The Government also supported the view that a transparent and independent external 

dispute resolution mechanism be established to deal with issues of a contractual nature 

and breaches of the code. The dispute resolution system was based on mediation with 

the costs being shared by the parties. 

To that end, a Code Administration Committee (CAC) was established and the 

membership of CAC comprised of three (3) appointees of the Insurance Council of 

Australia (ICA), and three (3) appointees of the Motor Trades Association of Australia 

(MTAA). 

Members of the CAC are appointed for a period of two (2) years, but may be re-

nominated for further two (2) year periods. 

The role of the CAC is to develop a protocol for the appointment, establishment and 

operation of a national panel of mediators and monitor compliance with the Code. 

The CAC also develops and manages its own administrative procedures and protocols, 

and advises on the promotion of the Code within the Industry.  

The MTA WA would contend that the voluntary nature of the Code makes its 

effectiveness doubtful. Furthermore, it is the strong view of the MTA WA that the Code 

should be mandated to ensure that the intentions reflected in the voluntary Code are 

brought into effect and made enforceable if not at a Federal level, then at a State level. 

This approach has already occurred in New South Wales where the Code was brought 

into legislation and mandated in May 2017. 
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The MTA WA recognises that the current Code is not without its limitations and flaws. 

There will need to be a review of the conditions provided for in the Code to ensure that 

it remains relevant to both the needs of industry and insurers and provides surety for 

consumers in relation to the correct repair of their vehicles.  

The mandating of the code cannot occur without the ability to have matters referred to 

and mediated by an independent authority. 

The Small Business Commissioner in Western Australia is the most appropriate 

authority to have breaches of the code referred however, the current delegation to the 

Commissioner do not allow for this type of activity. 

The MTA WA would therefore call for the powers of the Small Business Commissioner 

to be increased to allow for the office to compel parties in dispute to both provide 

materials relevant to a complaint and to attend compulsory mediation. Consideration 

should also be provided to allow for matters that cannot be resolved at mediation to be 

referred to the State Administrative Tribunal.  

The MTA WA considers it critical that there exists a transparent, informed, effective and 

cooperative relationship between smash repairers and insurance companies. The 

mandating of the Code in Western Australia, along with an independent mediation 

authority will greatly assist in achieving this outcome.   
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3. Consumer Choice, consumer protection and consumer knowledge in 

respect of contracts and repairs under insurance policies 

The motor vehicle insurance industry in Australia, whilst appearing to offer a broad 

choice of insurance providers is effectively dominated by two major players with 

Suncorp and IAG owning or underwriting 75% of the market, effectively creating a 

duopoly. 

The RAC WA is also a major insurance provider in Western Australia however, the RAC’s 

performance and behaviour cannot be compared with the general insurance industry 

and there is a higher level of satisfaction within the industry with how RAC work with 

smash repairers. The fact that the RAC are not constrained by share performance and 

are committed to their membership base could explain the difference between them 

and the general insurance sector. 

The MTA WA believes that consumers do not fully understand the level of integration 

that has occurred with insurance providers and there is a lack of disclosure existing in 

the industry as to which entities control which providers.   

A review of the corporate structure of the major entities in automotive insurance 

illustrates the level of integration.  

Suncorp, Australia’s largest insurer has nine separate brands offering insurance into the 

automotive industry. These include: 

 Suncorp 

 AAMI 

 GIO 

 Bingle 

 APIA 

 Shannons 

 CIL 

 VERO 

 Resilium 

Similarly, Insurance Australia Group (IAG) operates the following businesses: 

 CGU 

 SGIO 

 NMRA 

 SGIC 

 Swann Insurance 

 WFI 

 Coles Insurance 
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 Lumley 

In addition, IAG has a 70% shareholding in Insurance Manufacturers of Australia Pty Ltd 

which issues insurance under the RACV insurance name. 

The ability for the consumer to directly influence how and when their vehicle is repaired 

is limited. Consumers are not directly purchasing automotive repair services for their 

damaged vehicle. They purchase an insurance policy which provides for the terms and 

conditions of that policy including options and explanations for the repair of their 

vehicle. 

Consumers have little knowledge if any of the intersect between insurers and smash 

repair services with the consumers major determining factor being the premium paid for 

such services. It is only when a consumer has to call on their policy that they can 

experience problems with key issues such as choice of repairer. 

Consumers have very limited recourse on issues relating to delays in having repairs 

completed, faulty repairs and subsequent rectification and the ultimate choice of 

repairer with insurers often making false and misleading statements in relation to the 

capacity, professionalism or quality of work provided by an independent repairer. 

Consumers have some ability to lodge a complaint about an insurer through their state 

Consumer Affairs authority or through the ACCC complaint mechanisms however this 

can be a lengthy and frustrating process with many consumers simply giving up. It is not 

dissimilar to consumers expressing frustration with their bank but failing to take action 

by moving to another provider. The complexity of the insurance system in itself drives 

the growth in apathy by consumers.   

The MTA WA believes that it is a fair assessment to suggest that the major insurance 

providers are using their market dominance to direct consumers to their own repair 

networks and in doing so are limiting consumer choice as to how a vehicle is repaired 

and whom by. Furthermore, insurers are imposing insurer sponsored time estimation 

guides and hourly calculators on independent repairers in order for them to get 

insurance repair work. Many independent repairers are unable to operate under these 

conditions and are being forced from the market, thus further reducing choice. 
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4. The business practices of insurers, and repairers, including ‘vertical 

integration’ in the market, the transparency of those business practices 

and the implications for consumers. 

The major insurance providers effectively exploit their dominant market position and 

the reduced market power of their competitors by controlling times estimators for 

completing repair work and budgetary processes for determining and controlling repair 

prices. They also influence market power by using their purchasing power and resources 

to control the supply chain through vertical and horizontal market integration. 

Given the significant market share of the major insurers, it is not difficult to see that 

they also control the bulk of the sale, supply and purchase of body repair work in 

Australia. They can then direct this work to their preferred network of repairers, 

effectively cutting the majority of independent smash repair businesses out of the 

supply chain and in doing so call into question the ongoing viability of these businesses.  

There is little doubt, in the view of the MTA WA, that this exemplifies misuse of market 

power and may be indicative of third line forcing. 

It is common practice for insurance companies and their assessors, through their 

dominant market power, behaviours and actions, to direct consumers away from 

independent smash repairers by questioning their professionalism and the quality and 

timeliness of their work. 

A good example of the practice was provided by one, prominent and highly respected 

smash repairer who has been awarded accreditation with several high end 

manufacturers. A client of the repairer, who owned a current model of one of the 

brands that this repairer was accredited to repair, had an accident. On contacting her 

insurer and informing them of her desire to have her repairer repair her vehicle, she was 

informed that the insurer could not guarantee the quality of the work completed by the 

repairer and urged her to take her vehicle to one of the insurance provider’s repairers. 

The accreditation process applied by the manufacturer was comprehensive with many 

repairers unable to meet the standards required and yet the insurer was questioning the 

quality and professionalism of this repairer. 

That is the type of steering that occurs in this industry on a daily basis and it is the 

consumer who is being misled by the insurance groups actions. 

A number of insurers also effectively impede consumer’s choice by placing additional 

cost premiums on the consumer if they wish to exercise their right to choose their 

repairer.  

As a further example of the unwarranted pressure being placed on repairers, Insurers 

are now introducing policies with a “life time warranty” option on repair work.  
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Where a claim is made under this extended cover, the insurer will expect the repairer to 

rectify the fault or damage at the repairers cost. A recent example of this was provided 

by a repairer who had completed work on a vehicle in 2010. It was clear from the 

condition of the vehicle that it had been exposed to the elements and not looked after. 

Despite this, the insurer instructed the repairer to rectify an area of paint damage with 

the threat that should they not, then they risk not receiving any further work from that 

insurer. 

There is not an automotive manufacturer in the market that offers a life time warranty, 

nor is there a paint manufacturer who offers that guarantee and yet a number of 

insurers believe that it is fair and reasonable to impose this condition on smash repairers 

who have no control over the use or maintenance of the vehicle.  

The industry is starting to see the emergence of greater levels of vertical integration 

with insurers either owning or seeking to control the supply of parts to smash repairers. 

There are also early indications of some larger insurance groups looking to acquire their 

own repair shops, a practice which is illegal in some US States, and amortize costs across 

their business model. Independent smash repairers will be unable to compete and this 

may well result in many exiting the industry. Once this occurs there will be nothing to 

stop insurers from setting repair costs at a higher level which will be passed on to 

consumer by way of higher premiums. 

The automotive industry has already seen this type of approach in the petroleum retail 

sector where Coles and Woolworths took significant market share of the industry, 

forcing small independent fuel retailers out of the market.  

It is very clear that market mechanisms have failed to protect consumer choice and 

prevent the emergence of duopoly conditions.  
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Summary 

The smash repair industry in Western Australia is critical in ensuring that consumers have 

their vehicles repaired back to manufacturer’s standards in a timely and cost effective 

manner. It is unfortunate that relations between the smash repair industry and the 

insurance industry have gotten to the point where there is open antagonism between the 

groups, particularly when one considers that they are dependent on each other for their 

ongoing viability. 

The Motor Trade Association of WA (Inc) recognises that many of the issues facing the 

smash repair industry fall into the remit of national issues and as such need to be addressed 

by Federal regulatory bodies such as the Australian Consumer and Competition Commission. 

That said, the Western Australian Government does have the ability to heavily influence the 

behaviour of both the insurance industry and the smash repair industry via the introduction 

of legislation that mandates the Code  as compulsory for all participants in the industry and 

this will not only lead to benefits for the smash repair sector, but also the consumer.  
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Recommendations 

The Motor Trade Association of WA (Inc) would make the following recommendations in 

relation to the Inquiry into the Smash Repair Industry: 

1) That a review of the Motor Vehicle Insurance and Repair Industry Code of Conduct (the 

Code) be completed by the Small Business Commissioner in concert with the MTA WA 

and the Insurance Council of Australia to assess the applicability and effectiveness of the 

Code and to make recommendations where areas of improvement can be made.  

 

2) The Code, upon the completion and acceptance of the review be introduced as 

legislation in the Western Australian Parliament. 

 

3) That the powers of the Small Business Commissioner be increased to allow for the 

Commissioner to undertake the following: 

 

 to receive and investigate complaints by or on behalf of small businesses  

regarding their commercial dealings with other businesses; 

 facilitate resolution of such complaints through measures considered appropriate 

by the Commissioner such as mediation or making representations on behalf of 

small businesses; 

 to take any other action considered appropriate by the Commissioner for the 

purpose of facilitating and encouraging the fair treatment of small businesses 

in their commercial dealings with other businesses; 

 require a person to give the Commissioner information in the person's possession 

that the Commissioner requires for the performance of the Commissioner's 

functions;  

 impose a financial penalty for individuals or organisations that fail to comply with a 

directive issued by the Commissioner.  
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