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Consumers’ auto repair problems are persis-
tent, costly, and troublesome. The Federal
Government could help reduce these prob-
lems by encouraging national coordination
among consumer, industry, and public orga-
nizations.

A Federal agency coordinating committee
is being developed but the Congress could
strengthen this action by establishing it as a
national committee representing all concerned
parties.

The Senate Committee on Commerce, Sci-
ence, and Transportation and its Consumer
Subcommittee requested GAO to make this
study.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

B-196831

The Honorable Howard W. Cannon
Chairman, Committee on Commerce,
Science, and Transportation

United States Senate

b e

The Honorable Wendell H. Ford

Chairman, Consumer Subcommittee

Committee on Commerce, Science,
and Transportation

United States Senate

d (et

In response to your December 18, 1978, request, we
reviewed ways in which the Conqre‘s could strengthen the
Federal role in reducing consumers' auto repair problems.
Althouah Federal agencies could do more on their own, we
believe the most essential Federal role is to assure the co-
operation and coordination of the various levels of govern-
ment , industry, and consumer groups.

We met with officials and reviewed programs of 11 Fed-
eral aagencies, 7 States, 4 U.S. automobile manufacturers,
and several other industry and consumer groups. In addi-
tion to personal contacts, we received questionnaire returns
from over 250 government and industry officials. At your
request, we did not take the time to obtain written comments
on the roport from these officials. We did, however, discuss
matters in the report with some of the officials and have in-
cluded their comments in the report where appropriate.

As arranged with your office, we are sendina copies of
this report to the Chairman of the Consumer Protection and
Finance Subcommittee, House Committee on Interstate and
Forelgn Commerce, and to the above agencies and groups.

will also make the report available to the public. Z

Comptroll@r General
of the United States






COMPTROLLER GENERAL'S PUBLIC AND PRIVATE

REPORT TO THE COORDINATION NEEDED IF
SENATE COMMITTEE ON COMMERCE, AUTO REPAIR PROBLEMS
SCIENCE, AND TRANSPORTATION AND ARE TO BE REDUCED

IT8 CONSUMER SUBCOMMITTEE

DIGEST

Cooperation among consumers, government, and
industry is essential for reducing consumers'
auto repair problems. The Congress could
strengthen the Federal role in reducing these
problems by establishing a national coordinat-
ing committee. This committee would evaluate
current activities and identify the best areas
for future support.

THE PROBLEMS

Federal, State, and local officials say that
consumers' auto repair problems are serious,
persistent, and increasing. The most common
problems are faulty repairs, unnecessary re-
pairs, and unanticipated repair costs due to
unauthorized work and/or charges in excess
of the estimate. (See pp. 4 to 9.)

Industry officials acknowledge some problems,
but claim that they are exaggerated. While
some disagreement is understandable, the prob-
lems are serious enough to warrant more action
by all concerned parties. (See p. 9.)

THE CAUSES

Auto repair problems are caused, to some ex-
tent, by the increasing complexity of cars
and the failure of consumers to properly
maintain them. However, GAO believes the
most direct causes are the shortage of
skilled mechanics and unfair or question-
able business practices used by some repair
facilities. (See pp. 11 to 14.)
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THE SOLUTIONS

Some State, local, and industry organizations
have adopted or are experimenting with pro-
grams to

~—-inform and educate consumers about their
rights and how to select repair shops and
determine their vehicles' repair needs,

--help consumers resolve any disputes with
repair facilities, and

-—improve mechanic competency and industry
repair practices.

These programs provide some consumer benefit,
particularly in helping consumers resolve
disputes with repair facilities. However,
their effectiveness in reducing auto repair
problems has not been evaluated, and it is
not clear which approaches work best. (See
p. 15.)

THE FEDERAL INVOLVEMENT

Despite annual consumer auto repair losses
estimated in the billions, the Federal Gov-
ernment has done little to reduce them.

Only the National Highway Traffic Safety
Administration and the Federal Trade Com- gr. ..
mission have ongoina programs specifically )
directed at these problems. (See p. 25.)

The National Highway Traffic Safety Admin- ~Tc .
istration funded demonstration projects 'fwg
focusing on vehicle inspections designed to

diagnose repair problems. It is also trying

to develop information to help consumers

compare new autos for ease-of-diagnosis and

repair. The Commission has three active

cases addressing questionable business prac-

tices used by some auto repair facilities;

has examined new auto warranties, dispute

resolution mechanisms, and manufacturing or

design defects; and is doing some economic

analysis. (See pp. 25 to 28.)
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Several other Federal agencies are indirectly
involved in consumers' auto repair problems.

The Departments of Labor and Health, Educa-- < ,
tion, and Welfare support mechanic training
and employment programs. The Environmental- o
Protection Agency wants to keep cars properly
repaired so they do not pollute the air; the

JSmall Business Administration makes or guar-

Xear Sheet

antees loans to repair shops; the Law En-
‘orcement Asgsistance Administration has helped
law enforcement officials deal with auto

raly fraud; and the Office of Consumer
Education helps others educate consumers.

(See pp. 28 to 30.)

Unfortunately, these agencies have had little
measurable effect on reducing consumer auto
repair problems. (See p. 30 and app. XI.)

THE FEDERAL ROLE

Improvements are needed in many aspects of
auto repair, particularly

--mechanic training,
--consumer education and information,
--auto repair business practices, and
--dispute resolution.

GAO believes that Federal agencies could do
more to reduce consumers' auto repair prob-
lems by evaluating the existing approaches,
providing technical and research assistance
to State and local governments, and encour-
aging development of new ideas for solv-
ing auto repair problems. (See p. 37.)

However, the most essential Federal role at
this time is to coordinate efforts of the
various public and private organizations.
Although no one 1is now doing this, the Na-
tional Highway Traffic Safety Administration
is developing an Interagency Coordinating
Committee to involve these parties in plan-
ning and coordinating Federal programs
dealing with the inspection, maintenance,
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and repair of motor vehicles. This is a step
in the right direction, but the Committee lacks
congressional input and its own funds and staff
to operate. (See p. 34.)

RECOMMENDATION TO THE CONGRESS

The Congress should strengthen the concepts
of the Interagency Coordinating Committee by

--establishing the Committee as a national
auto repair coordinating committee. This
new committee would evaluate the effective-
ness of current efforts to reduce consumers'
auto repair problems and identify areas for
future support;

--expanding the Committee's objectives to
cover more than just Federal programs and
activities;

--gncouraging State and local governments,
consumer groups, and private industry to
actively participate in the committee;

--directing the Federal agencies to make firm
commitments to support the committee; and

--providing adeqguate resources to operate the
committee.
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CHAPTER 1

INTRODUCT ION

The Chairmen of the Senate Committee on Commerce,
Science, and Transportation and its Consumer Subcommittee,
by letter dated December 18, 1978, requested that we study
issues related to the Federal role in dealing with consumers'
auto repair problems, including the relationship of the
Federal agencies with State and local governments. (See
app. I.) The request was based on congressional concerns
about the difficulty consumers have in trying to get their
automobiles repaired effectively and economically. Both
the House and Senate held hearings in 1978 on auto repair
problems.

BACKGROUND ON THE AUTO REPAIR INDUSTRY

Today, more than ever before, the American consumer is
dependent on the automobile. In 1977, of American income
expenditures, operating the automobile was the fourth largest,
after food, housing, and "other services.” The National High-
way Traffic Safety Administration (NHTSA) estimated that
motorists spend $50 billion annually on repairs and mainten-
ance for 124 million cars or trucks.

The market for automobile repairs is distributed among
several types of businesses. Based on the latest available
data supplied by the National Automotive Dealers Association
(NADA), about 431,000 facilities are active in the repair
service and parts market.

Total Service and Parts Facilities

Franchised new car and truck dealers 29,000
Automotive repair shops 127,000
Gasoline service stations 185,000
Tire, battery, and accesgsory dealers . 40,000
General merchandise stores 50,000

Total 431,000



MARKET SHARE (1978)

Repair Shops .

s Service Stations

Car/Truck Dealers

34.0%
Tire, Battery,and Accessory
Dealers

18.1%

All Others
1.8% General Merchandise Stores

SCOPE OF REVIEW

During our study, we examined the extent of automobile
repair-related activities at several Federal agencies, includ-
ing the Department of Transportation (DOT), its National High-
way Traffic Safety Administration, the Department of Labor
(DOL), the Department of Health, Education, and Welfare (HEW),
and its Office of Consumer Education (OCE), the Federal Trade -
Commission (FTC), the Environmental Protection Agency (EPA),
the Small Business Administration (SBA), and the Law Enforce-
ment Assistance Administration (LEAA).

In performing the study, we obtained information on
State and industry efforts related to automobile repairs.
In this regard we contacted State officials in seven States:
Arizona, California, Massachusetts, Michigan, New York,
Rhode Island, and Wisconsin. 1In addition, we held discus-
sions with representatives of the four domestic auto manufac-
turers: American Motors Corporation (AMC), Chrysler Corpora-
tion, Ford Motor Company, and General Motors Corporation
(GM). We also held discussions with other industry and
consumer-oriented organizations including some Better
Business Bureaus (BBBs).



In addition to personal contacts, we received a total
of 257 completed questionnaires from officials of State At-
torneys General offices (44), other State agencies which
handle consumer auto repair problems (33), local and county
consumer protection agencies (82), and industry representa-
tives (98), including officials of State automobile trade
associations, State automobile dealers associations and
State automotive service councils. We also reviewed litera-
ture on the auto repair industry and legislation pertaining
to consumer automobile repair problems.

Chapter 2 discusses the nature and extent of consumer
auto repair problems. Chapters 3, 4, and 5 discuss State,
industry, and Federal auto repair-related activities.
Chapter 6 presents our conclusions and recommendations. In
addition, we prepared separate appendixes covering a wide
range of auto repailr topics and solution approaches. The
appendixes also provide more detailed information on Fed-
eral agency auto repair-related activities.



CHAPTER 2

AUTO REPAIR IS A MAJOR

CONSUMER PROBLEM

Auto repair is not only a major American industry but a
major source of consumer complaints. Information from Fed-
eral, State, and local governments indicates that auto repair
problems are serious, persistent, and increasing. In 1978
NHTSA estimated that consumers lose about $20 billion annually
on auto repair problems. Common problems include faulty and
unnecessary repairs and unanticipated repair costs.

The repair problem is not simple; it is multifaceted
and complex. In our opinion, two major direct causes are
the shortage of skilled mechanics and unfair or questionable
businegs practices.

Industry officials acknowledge that consumers have prob-
lems with auto repair, but they believe that the extent of the
problems is exaggerated. Results of our guestionnaire show
substantial differences of opinion between industry and State
and local government officials on the extent of specific auto
repair problems. In our opinion, the problems are clearly
serious enough to warrant substantially increased efforts
by all parties concerned.

CONSUMERS ARE BOTHERED BY FAULTY REPAIRS,

UNNECESSARY REPAIRS, AND
UNANTICIPATED REPAIR COSTS

Rather than being a single difficulty, auto repair prob-
lems include a variety of unfavorable situations experienced
by consumers. The most common problems, 1/ and actual ex-
amples from State files, follow:

Faulty repair

Faulty repair is work performed on new and used vehicles
which fails to fix the identified problem, and results in the

related inconvenience of return trips. For example, after
purchasing a new auto the consumer noticed a stalling problem.

1/Because of variations in data systems and terminology, our
identification and definition of these common problems is
based on a composite of information obtained from a wide
variety of organizations handling auto repair problems.



The consumer repeatedly returned the auto to the dealer over

a period of several months in an attempt to have it corrected.
During this period the consumer estimated that the auto was

in the service shop for about 30 days. The problem was even-
tually corrected by replacing the carburetor,

Unnecessary repair

Unnecessary repair is work performed or recommended which
is not required. For example, a consumer had his daughter's
auto towed to a repair facility because it failed to start.
The problem was identified as a cracked piston, costing about
$100 to $125 to repair. The repair facility contacted the
consumer the next day requesting authorization for additional
repairs that would increase the total estimate to $510. The
consumer refused to authorize any additional work and decided
to obtain a second opinion which disclosed that the starting
problem could be corrected by changing the battery. The con-
sumer had the auvto towed to a second repalr facility where
the battery was replaced, and the problem was corrected.

Unanticipated repair costs

Unanticipated repair costs--sometimes known as 5 o'clock
surprises--are charges for unauthorized work and/or charges
in excess of the repair estimate. For example, one consumer
brought her auto in for repair work and was given an estimate
of $355. However, when she returned to pick up the auto, she
was told that prices had increased and the final total would
be $540. 1In such a case, the consumer may not have been
able to afford the extra cost, may not have wanted to put the
extra money into repairing the auto, or may have wanted to
get an estimate at another repair shop.

GOVERNMENT OFFICIALS AND CONSUMERS SEE
AUTO REPAIR PROBLEMS AS SERIOUS,
EXPENSIVE, PERSISTENT, AND INCREASING

Most of the States responding to a congressional com-
mittee inquiry in December 1977 reported that autos were at
or near the top of their list of consumer problems. The
auto repair problem, including difficulties with new autos
under warranty, was generally cited as the largest category
among consumer auto problems. Sample comments included:




--"As 1n the rest of the country this area has
also experienced the auto complaints [repair,
warranties, availability of parts and car
design] as a #1 priority. They are both the
most numerous and most serious in terms of
aggravation, dollars and difficulty in re-
solving."

--"Our experience supports the claim that auto
repair complaints constitute the largest single
group of consumer complaints in our country
today. In our State they are more numerous
than any others, more difficult to resolve
satisfactorily, and they appear to be in-
creasing."

Information on the extent of the auto repair problem
also comes from additional sources. According to a spokes-
person for State, county, and city government offices of
consumer affairs, all member agencies report auto repair
as one of the top three complaint categories, and in many
areas, it tops the list. Agency investigators who handle
consumer problems on a daily basis find that consumers'
complaints about auto repairs are legitimate, serious, and
among the most difficult’ to mediate. Complaints reported
to consumer agencies may only be the "tip of the iceberg,"
according to some State officials. They note that in many
instances consumers do not detect a repair problem, do not
complain at all, or complain only to the repair facility
involved.

Various consumer polls also indicate consumer dissatis-
faction with auto repair. A poll commissioned by the Sentry
Insurance Company in 1976 showed that consumers ranked gar-
ages, auto mechanics, and auto manufacturers as the worst
industry categories in terms of serving consumers. From a
1975 poll on consumer attitudes concerning various products
and services, researchers from the University of Illinois
and the Western New England College School of Law concluded
that:

nk *x * the worst offender from the consumer's
standpoint is the automobile repair industry.
More than one out of three of these purchases
yielded protests such as 'poor workmanship’
and 'wasn't done right in the first place.'"

A negative consumer perception of the auto repair indus-
try was found in a 1978 poll conducted by the Roper Organiza-
tion, Inc. Specifically, the poll showed that a majority of



consumers believe that occasionally those in auto repair pur-
posely gave the wrong information or overcharged them. The
auto repair industry's rating was the worst of 13 job cate-
gories.

Estimated consumner loss

DOT focuged on auto repair in two recent studies, one
dealing with auto repair problems in general and the other
with the ability of repair facilities to diagnose and cor-
rect repair problems. In May 1978, NHTSA published its
study estimating the annual consumer loss on auto repairs
to be $20 billion. Since there was no single body of data
from which a reliable calculation could be made on overall
losses, NHTSA used a simulation model to develop the follow-
ing estimate. The model was constructed using 14 studies
conducted by a variety of organizations.

Consumer loss

(billions)
Unneeded parts of package deals $ 3
Unneeded repairs due to inadequate diagnosis 1.5
Faulty repairs for which owners did not get
their money back 3
Unneeded repairs sold with fraudulent intent 2
Wasteful overfrequent preventive maintenance 2
Vehicle design requiring use of overly modu-
larized parts, highly nonstandard parts or
excessively laborious repair techniques 2
Total excessive repair expenses 13.5
Accidents due to undermaintenance or faulty
repairs _ 2
Pollution and wasted fuel due¢ to undermain-
tenance 2
Cars prematurely retired due to undermain-—
tenance or faulty repairs 2
Total $19.5

NHTSA's study defined consumer loss as including direct
out-of-pocket costs (repair and maintenance costs) and readily
quantifiable societal costs (accidents and pollution costs

due to improper maintenance and repair). Other costs, such

as time lost getting repairs, time without one's vehicle,

and frustration, were excluded because they had not been ade-
quately quantifiable.



More recently, in May 1979 DOT released the results of
its undercover survey of auto repair shops in seven cities.

--The survey found that chances of overrepair--that is,
the shop would fix something that didn't need fixing--
turned out to be 25 percent for brakes, 19 percent
for suspensions, 78 percent for engines, and 39 per-~
cent overall.

--The chances of underrepair--that is, the shop would
fail to fix the real problem~-turned out to be 11
percent for brakes, 31 percent for suspensions, 28
percent for engines, and 21 percent overall.

--—The combined chances of overrepair and underrepair--
that is, that the shop would either fix something that
didn't need fixing or fail to fix the real problem,
or both—--turned out to be 32 percent for brakes, 44
percent for suspensions, 89 percent for engines, and
51 percent overall.

The Secretary of Transportation noted:

"That indicates we had about a 50-50 chance of
getting the car fixed right and for the right
price, and 1t was almost a sure thing that the
shop would do something wrong on the engine."

According to a DOT official, this survey was the most
scicntific attempt at an undercover study of auto repair
proctices. Similar studies have been conducted by local in-
vest igators or the news media.

FProtlem trends

Various sources indicate that auto repair problems are
both persistent and increasing. Based on 1970 statistics,
Me's Office of Consumer Affairs found that the majority of
State and local consumer offices ranked auto problems among
the top consuner complaint categories. Since 1974, when the
Ol fice began compiling annual consumer complaints statistics,
auto-irelated problems—--primarily warranties and service--—-
have topped the list. In addition, NHTSA noted that its 1978
estimate of consumer loss was conservative compared with the
$8 billion to $10 billion consumer loss estimate made during
the 1968-70 Senate hearings covering auto repair problems.
And finally, about two-thirds of the officials in State and
local consumer protection offices responding to our 1979
questionnaire believe that, over the last 5 years, auto



ems increased either slightly or substantially.

repalir prob
nt believe the problems are decreasing.

Only 6 perce

INDUSTRY OFFICIALS BELIEVE AUTO
REPATR PROBLEMS ARE EXAGGERATED

While industry officials acknowledge that consumers have
auto repair problems, they contend that most consumers are
satis: pair service. The Automotive Information
Council, a naticonal organization serving all segments of the
motor vehicle industry, believes that the number of consumer
complaints is small when related to the hundreds of millions

of repalir transactions made annually.

Industry groups, including the Motor and Equipment Manu-
facturers Association and NADA, have criticized NHTSA's esti-
mate of consumer losses. The manufacturer association's of-
ficials consider the $20 billion amount grossly inflated and
are preparing a more detailed response for NHTSA. NADA pre-
pared a detailed critique of NHTSA's report and stated that
its conclu ns were based on questionable assumptions and
its findings were reached using faulty logic. The re-
ording to NADA, does not reflect real world ex-
ithin the auto repair industry. NADA also said
ITSA study failed to adequately distinguish between
losses caus by consumers and those caused by the auto in-
dustry, nor did it differentiate between actual consumer
expenditures and theoretical costs.

Industry members were also sharply critical of DOT's
undercov survey. They guestioned some of the survey meth-
ods; in particular, they believed that the survey size was
too small reliable. They stated that a test including
only 62 repa: s not representative of the hundreds
of million rs made annually in several hundred
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The substantial difference of opinion between consumer
protection agency officials and industry officials concern-—
ing the - of various auto repair problems is shown
on the je by the results of our questionnaire. While
i t, the available evidence clearly indicates
s are serious encugh to warrant substantially
by all concerned parties to reduce the ef-
obh lems .
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Percentage of Respondents Who Believe the Problem Exists

to a Moderate, Substantial, or Very Great Extent

Froblem

New autos under manufacturer warranty:

L.

2.

Autos no

Length ot the warranty period too short
Completeness of the warranty coverage inadeguate

Autos with problems the dealer/manufacturer cannot
or will not correct (lemons)

Inconvenience of return trips to get problems fixed

Lack of adequate substitute transportation during
vrepalr period

lonyer under manufacturer warranty (repairs

by auto dealers and nondealers):

6.

20.

21.

Misleoading or deceptive repair advertisements
Failure to provide an estimate
Fraudulent repair--work charged but not done

Fraudulent repair--work done where mechanic knew
the repair was not needed

Unnecescary repair work done as part of package
deals, such as work done for tune-ups and brake
specials

Unnecessary repair work due to faulty diagnosis
tailure to properly repair the problem

Repaire made without authorization by the consumer

Use of used or rebuilt parts without consumer's
knowl edge.,

Failure to return old parts
Unreasonable charges for work done

tinal bill for a specific repalir is higher than
the consumer authorized.

Lack of repair warranty
Damage to vehicle while in repair shop

Inconvenience caused by repairs being delayed
beyond time promised

Inconvenience to consumer caused by need for
return trips

10

Percent
of State
and local
officials

Percent of
industry
officials

48

61

86

78

38

61

60

75
87

71

34
43

72

71
64

21

74

81l

23

17

42

37

18

11
22
34

12

12
13

27

23



PROBLEMS ARE CAUSED IN PART BY THE
SHORTAGE OF SKILLED MECHANICS AND
QUESTIONABLE BUSINESS PRACTICES

Auto repair problems are not simple; they involve a num-
ber of interrelated factors. For example, NHTSA cites some
automobile design decisions and undermaintenance by consumers
as contributing factors to consumer losses. While there are
multiple causes, in our opinion two stand out as being the
most direct causes of consumer auto repair problems: short-
age of skilled mechanics and unfair or questionable business
practices.

Shortage of skilled mechanics

A variety of sources agree that there is a shortage of
skilled (competent) mechanics, even though these terms have
no precise definition. According to the president of the Na-
tional Institute for Automotive Service Excellence (NIASE),
competent mechanics are "those who are able to diagnose
most problems most of the time and fix them right the first
time." Some government and industry views on this problem
follow:

--NIASE estimates that only 50 percent of the auto
mechanics working on consumers' cars are ready to
take even one of the NIASE certification tests. By
this they mean 50 percent of the mechanics are fully
competent to work on total subsystems rather than just
replacement of individual components.

-~State and local officials consider mechanic incompet-
ence to be a major cause of consumer auto repair prob-
lems.

--The Independent Garage Owners of Illinois stated that
20 to 40 percent of auto repair facilities now in
operation have inadeguate and untrained mechanics.

The shortage of skilled mechanics is related to other
factors, such as the lack of adequate mechanic training and
motor vehicle complexity which can be expected to increase
in the years ahead. The current shortage of skilled mech-
anics is evidence of the need for improvement in training
mechanics. 1/

1/Appendix II discusses the mechanic shortage and the
mechanic training efforts of industry and State, local,
and Federal agencies.
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The automobile contains about 15,000 parts and can be
difficult to repair properly. The complexity of the automo-
bile engine, for example, is summarized well by the following
excerpt from "Chilton's Basic Auto Maintenance," 1976:

"The modern automobile engine is certainly the
most complex and highly stressed of all house-
hold machines. 1Its parts are subjected to higher
temperatures, greater pressures and vibration,
and more extreme frictional loads and changes

in velocity than those of other common machines.
It has also been developed and refined to a
greater extent than most machines. As a result,
while the basic operating principles are fairly
simple, the specifics are quite complex, and
even the smallest deviation from the norm in

the dimensions or the condition of a part, or

in the setting of an individual adjustment

can result in an obvious operating defect."

The trend toward increased use of sophisticated electron-
ics that began in the 1970s will continue in the 1980s with
use of microprocessors (small, highly specialized computers)
becoming more common. 1/ Many industry and State and local
government officials agree that the increasing complexity of
motor vehicles 1is one of the causes of consumers' auto repair
problems. In March 1978 testimony before the Consumer Sub-
committee of the Senate Commerce Committee, the Automotive
Service Councils, representing about 5,000 independent repair
shops, expressed particular concern about the repair problem
in future years:

"New technology bursting into the automotive
industry in the form of electronic systems
and components is compounding what is already
a monumental task. Responding to the Federal
Emission, Safety and Fuel Economy Standards,
the auto industry is experiencing a revolution
in its embracement of electronic devices.

* * * The avalanche of this new technology

at a rate that is unparalleled in the history
of this gigantic industry will bring with

it a torrent of rising consumer complaints.

l/Appendix III discusses automotive trends and their effect
on the repair process.
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There will be a level of dissatisfaction
never perceived by even the most zealous
consumer protection advocates."

Questionable business practices

FTC and most States have authority to challenge gquestion-
able businesgs practices, such as false advertising or mis-
representation by salespeople. Similarly, if a State can
prove that a particular auto repair practice is unfair or
deceptive, it can get the repairer to stop the practice.

Some States have taken a further step and specifically de-
fined prohibited auto repair practices. For example, in
Massachusetts it is unfair or deceptive for a repair facility
to

--state that repairs are necessary when they are not,

--charge for a repair that was not authorized by a
customer,

~-fail to obtain customer approval for repairs costing
at least $10 more than what was originally authorized
or what was posted on a schedule of repair charges,

~--fail to remedy promptly, at no charge, any repairs
not performed in a good and workmanlike manner in
accordance with accepted trade standards, and

-~charge for repairs not actually performed.

Industry practices, such as sale of package deals, use
of "flat rate" manuals to set labor charges, and service
writer compensation systems based on repair order volume,
also contribute to consumer auto repair problems, according
to consumer protection officials contacted at the Federal,
State, and local level. Though these practices may be con-
sidered questionable, to our knowledge they have not been
found to be illegal. Most industry officials contacted
strongly disagree with consumer officials, contending that
these practices do not contribute to auto repair problems.

DOT and NHTSA officials criticize "package deals" (gen-
erally a group of related parts and services offered together
for a single price) as being wasteful. For example, NHTSA
estimates that consumers lose $2 billion annually on unneces-
sary repairs that are part of package deals. DOT also cited
this problem in its undercover survey described previously.
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(See p. 8.) The former DOT Secretary, commenting on package
deals observed during the survey, stated "* * * even though
only one part may have been needed, you wind up buying the
whole batch." Most industry officials do not believe package
deals are a significant problem. NADA officials believe
that, since most engine components have a fairly predictable
useful life, it is often in the best interests of time,
money, and convenience to have certain maintenance performed
as package deals. For example, they believe spark plugs
should generally be changed as a group, rather than one at

a time.

Many large repair facilities compute their labor charges
from "flat rate” manuals which set specific times for each
repair job. Customers are charged for the time listed in
this schedule and not the actual repair time which may be
less. This may mislead the consumer. Also, it may encourage
fast rather than accurate repairs and parts replacement rather
than repair. Most industry officials contacted do not believe
that the use of "flat rate" manuals is a cause of auto repair
problemg. They maintain that the system is fair and that it
enables repair facilities to provide the consumer with an
accurate cost estimate before the work is started. Also,
it is seen as a logical pricing system for a product contain-
ing thousands of parts. They note that the use of the system
is not unique when compared to other services, such as hair
cutting or house painting where the price is set in advance
and is not changed to reflect actual labor time.

FTC is investigating whether the use of sales incentives-—-
including quotas--to compensate auto mechanics and service
writers increases the rate of unnecessary repairs. Most in-
dustry officials contacted do not believe that compensation
systems are a cause of consumer auto repair problems.
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THE EFFECTIVENESS OF STATE AND INDUSTRY

EFFORTS TO REDUCE AUTC REPAIR PROBLEMS

NEEDS TO BE EVALUATED

Some State and local governments and consumer and in-
dustry groups are trying to deal with auto repair problems.
Though some aspects overlap, their programs fit into three
major categories:

--Informing and educating consumers about exercising
their legal rights, selecting repair shops, and deter-
mining their vehicles' repalr needs.

--Assisting consumers in resolving disputes with repair
facilities.

--Improving mechanic competency and industry repair
practices,

Clearly these programs provide some benefits to consum-
ers, particularly in resolving their auto repair disputes;
however, the extent of their effectiveness in reducing the
problems has not been clearly established. In some instances
the programs are relatively new and in others the available
data are inconclusive. Further, we found no evaluations com=-
paring programs using similar or different approaches.

. Better information is important because about half of
the States have no specific auto repair regulations and could
benefit from the experience of other groups. Since this in-
formation is lacking, existing program funds may not be used
as effectively as possible. About two-thirds of the State
and local officials believe that their jurisdictions' auth-
ority to control all types of auto repair problems is less
than adeqguate.

CONSUMER INFORMATION/EDUCATION CAN
MAKE THE MARKETPLACE WORK BETTER

If consumers were well informed, they could exert a posi-
tive force in the marketplace by favoring repair facilities
offering advantages in quality and price. Unfortunately,
consumers are generally not well informed about auto repair.
Most of the State, local, and industry officials responding
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to our guestionnaire agreed that lack of consumer knowledge
is a substantial or very great factor in the auto repair
problem,

An internal FTC staff report noted that despite the
size and diversity of the auto repair industry, market forces
alone appear to be unable to solve the problem. It attri-
buted the market's faillure to solve consumer auto repair
problems primarily to the public's inability to evaluate the
quality of service and to obtain satisfaction when poor work
is detected. Consumers frequently lack the technical knowl-
edge to judge when a repair is necessary or whether the work
is done satisfactorily. Some economists theorize in published
papers that the failure of the market to routinely reward
facilities performing only necessary repair may even encourage
unnecessary repairs or fraud.

As discussed in the following sections, a variety of
attempts have been made to help the consumer.

Disclosure laws

Twenty-four States and the District of Columbia have
auto repair regulations generally known as disclosure laws.
These regulations require repair facilities to disclose cer-
tain information to the consumer or take specific actions
relative to the repair transaction. Disclosure laws vary
among States, but often involve

~-written repair cost estimates,
--customer authorization before making repairs,

--written invoices detailing parts and labor supplied,

\

--return of replaced parts, and
--written warranties. .

Disclosure laws give the consumer a better understanding of
what repairs are needed, how much they will cost, when they
will be finished, and what warranties accompany the work.
State officials believe that disclosure laws are helping con-
trol some auto repair problems.. However, they are not sure
to what extent these laws are effective in reducing the prob-
lems. For further information about disclosure laws, see
appendix 1V, '
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Consumer education

Some of the States reviewed actively educate consumers
about theilr rights under varicus State laws. For exanmple,
New York, Michigan, and California require repair facilities
to display signs telling consumers what their rights are
and where to complain if a problem arises. Massachusetts
distributes pamphlets informing consumers what their rights
are and whom to contact if these rights have been violated.

¥

Private industry and consumer groups also educate con-
sumers. For instance, the auto manufacturers provide con-
sumers with owner's manuals; Shell 0il Company publishes a
series of pamphlets on car repair shopping, emergency re-
pairs, and tuneups; the Council of Better Business Bureaus
has a comprehensive booklet entitled, "Tips on Car Repair";
and the Boston Consumer's Council is developing a glove-
compartment sized "automobile owner's survival manual," which
will provide information on auto maintenance, repair, and
purchase.

success of consumer education materials and ap-
‘ :nds upon whether consumers become better edu-
cated. Nonc of the organizations contacted were aware of
any evaluations dealing with auto repair consumer education
srts. Furthermore, consumer educators disagree on the
sest methods of educating consumers about auto repairs.
Some favor repeating information frequently, while others
favor giving consumers information only when it is needed.
Some educators also believe television and radio are the
st communication media. Nearly every official contacted
i that consumers need auto repair education to overcone
disadvantages in the marketplace. See appendix V for fur-
ther information on consumer education.

Shop rating systems

Shop rating systems are intended to provide consumers
with meaningful data for selecting a repair facility. The
Washington Center for the Study of Services and the American
Automobile Association (AAA) operate shop rating programs.
The Center rates metropolitan Washington, D.C., area facili-
ties based on (1) direct consumer polling about factors
such as the shop's overall performance and its ability to
repair a car properly on the first attempt, (2) complaints
filed at a local consumer agency, and (3) personnel qualifi-
cations (number of certified mechanics).
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. The BAAA approach is to approve repair facilities request-
ing endorsement and meeting program standards and conditions.
These include

-—-guaranteeing repair work,
--meeting standards for shop equipment and tools,
--employing certified mechanics,

--maintaining a satisfactory community reputation and
financial standing, and

--agreeing to submit disputes to AAA arbitration and
abide by the decision.

AAA's approved auto repair program operates in Washington,
D.C., and in parts of Florida, California, Texas, Wisconsin,
Kentucky, Minnesota, and Maryland.

Shop rating proponents believe that consumers provided
with such information are more likely to obtain consistent
and high quality repair services and note that motorists
who use them are satisfied with the rating systems. Con-
versely, shop rating critics contend that shop rating sys-
tems tend to discriminate against smaller shops and have
difficulty maintaining current data. For further informa-
tion on shop rating, see appendix VI.

Diagnostic centers

While repair facilities typically use a variety of diag-
nostic equipment in repairing autos, some automotive facili-
ties provide a separate service known as a diagnostic inspec-
tion. Diagnostic inspections provide a comprehensive check
of an auto's operating condition.

The private sector has offered diagnostic inspection
for many years, with a peak of about 500 facilities in 1969.
Since then it appears that the number has declined.

Some AAA-affiliated auto clubs operate independent diag-
nostic centers and one provides approval for private diagnos-
tic/repair centers. The Automobile Club of Missouri operates
two diagnostic centers located in Kansas City and St. Louis.
The centers offer motorists diagnostic inspections and spe-
cific repair instructions identifying solutions to existing
and potential problems in the order of their urgency.

18



The Southern California Automobile Club takes a differ-
ent approach by approving diagnostic/repair facilities which
meet its standards. To be approved by the Club, the facili-
ties must have, among other things, all of the types of diag-
nostic equipment specified. In addition, the Club monitors
the quality of diagnostic inspection by periodically sending
through the facilities vehicles that were first checked on
the Club's own diagnostic equipment.

Club officials report that member usage is high in both
types of diagnostic inspection programs. See page 26 and
appendix VII for further information on diagnostic centers.

DISPUTE RESOLUTION PROGRAMS HELP CONSUMERS
SETTLE AUTO REPAIR COMPLAINTS

Congumer dissatisfaction with auto repairs created a
demand for quick, effective, and inexpensive ways to settle
disputes. In response, States and consumer and industry groups
established many dispute resolution approaches. Generally,
consumers with auto repair problems can contact State agen-
cies and consumer groups for assistance. Depending on the
State in which they live and the type of auto repair problem,
consumers can also participate in an industry dispute reso-
lution program. Finally, consumers can always elect the legal
approach and sue in court to get their problems resolved.

Many consumers using these programs have resolved their
auto repair disputes. Some States have surveyed consumers
about their programs and received favorable responses. Ex-
isting programs, however, have one or more limitations which
hamper their effectiveness, such as lack of enforcement au-
thority, limited resources, inability to award consumer re-
dress, or limited availability or applicability. Further-
more, information is lacking on which programs are most
successful in resolving consumer auto repair disputes. For
further information, see appendix VIII,

State programs

While each of the States contacted uses some form of
mediation to resolve complaints, their procedures are not
standardized. Mediation involves having a third party help
the consumer and a repair facility settle their dispute.
Differences in State programs include organizational struc-
ture, staff size and experience, and the extent of auto repair
legislation and authority to obtain consumer redress. Some
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States have established separate auto repair units, use inves-
tigators previously employed as mechanics, and rely on spe-
cific auvto repair legislation; other States handle auto re-
pair dispute resolution in an agency using staff responsible
for a wide variety of consumer problems, and have no special
auto repalr legislation.

Industry programs

All major domestic auto manufacturers handle consumer
complaints through their dealers and manufacturer represen-
tatives. In addition, they are currently experimenting with
new dispute resolution programs. 1In contrast to State pro-
grams, industry programs use some form of arbitration in
addition to mediation efforts. Arbitration involves having
a third party decide how the dispute should be resolved.

The decision is binding on the industry member and, in some
cases, it is also binding on the consumer.

Although these programs are new, officials believe they
provide some assistance. For instance, Ford officials con-
tend their program motivates dealership personnel to improve
customer relations. Chrysler officials believe their program
has made everyone try harder to settle complaints quickly and
irly. GM officials stated that reaction to their program
has been favorable and that customers are generally satisfied
with the process.

NADA established Automotive Consumer Action Panels
(AUTOCAPs) which are intended to provide a swift, accessible,
and inexpensive forum for vesolving any sales or service
problems consumers may have with participating member dealers.
AUTOCAPs use mediation panels composed of both industry and
consumer representatives. As of July 1979, there were 44
AUTOCAPs across the country. Other industry groups also have
systems to resolve consumer complaints.

Other groups provide
a variety of services

Other groups include local consumer protection agencies,
Better Business Bureaus, and local divisions of the AAA.
These groups assist consumers by mediating complaints, pro-
viding consumer information, and referring consumers to State
or industry programs. These groups generally handle a wide
variety of consumer complaints and have no enforcement auth-
ority. Most of the groups contacted estimate they success-—
fully mediate the majority of all consumer complaints.
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BBB's and some affiliates of the AAA also offer arbitra-
tion se

:yvices., BBE programg are available to all consumers,
while the AAA programs are limited to AAA members.

MECHANIC COMPETENCY AND
INDUSTRY REPAIR PRACTICES ARE
SED ATTENTION

The auto rvepair problem is compounded by the fact that
people can enter the repair industry with little or no auto
cpair knowledge. One does not have to be a trained mechanic
to work in a repair shop. Various government and industry
yfficials acknowledge a serious shortage of skilled mechanics.
are beginning to take a more active role in industry
; practices by certifying (licensing) mechanics and

regulating repair standards. In addition, mechanic training
programs and industry-supported voluntary certification pro-
grams are also receiving increased attention.

Mechanic training

Mechanic training helps to provide a source of new mech-
anics, upgrade the existing skills of working mechanics, and
communicate new auto technology. The primary mechanic train-
ing opportunities are in vocational education programs,
industry-sponsored programs, and government-funded employment
training programs.

Vocational education programs range from high school
courses to associate degree programs offered through local
vocational schools, State community colleges, and private
vocational schools. The Industry Planning Council, formed
by the Motor Vehicle Manufacturers Association and the
American Vocational Association, 1is working toward improving
the quality and curriculum of automotive vocational training
programs.

Private industry programs also include in-service and
apprenticeship training programs. Motor vehicle manufac-
turers, for example, have developed a variety of training
approaches and offer training in several locations. In
addition, the Chrysler Corporation operates an automotive
education center known as MoTech.

pite the collective mechanic training efforts
supported by industry and various levels of government,
there is a shortage of skilled mechanics. Since autos
are becoming more complex, the need for more and better

Desg
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mechanic training will become even more important in the
years ahead. For futher information on mechanic training,
see appendix II.

Mechanic certification

NIASE started certifying mechanics in 1972. It provides
a voluntary certification program that is supported by the
automotive industry. It operates nationally, and as of
November 1978 had certified 133,000 mechanics.

Mandatory mechanic certification programgs have been de-
veloped by two States —-Michigan and Hawaii--to help allevi-
ate the problem of mechanic incompetence. Both States began
mechanic certification testing in 1976. The District of Co-
lumbia has enacted, but not fully implemented, a statute
which includes a mandatory mechanic licensing provision.

Because these programs have not been evaluated, their
effectiveness in reducing auto repair problems and improving
the auto repair industry is uncertain. For additional in-
formation on mechanic certification, see appendix IX.

Repair standards

Several States have laws which in one form or another
require repairs be done properly or in accordance with ac-
cepted trade standards. For example, California law states
that it is unlawful to perform repairs which represent "any
willful departure from or disregard of accepted trade stand-
ards for good and workmanlike repair." Massachusetts has
a similar provision and one that prohibits a repair shop from
stating that repairs are necessary when they are not, but the
State has not yet developed any repair standards for enforce-
ment purposes. New York State laws require that repair shops
provide "gquality" repairs. Quality is not specifically de-
fined. Interpretations are made on a case-by-case basis.

California has specific reqgulations in effect on ball
joints and transmissions. For example, in 1976 California
required repair shops to record the measurement of wear and
the manufacturer's tolerance for wear on the invoice for all
ball joint repairs. State officials have received some in-
formation indicating that ball joint repairs dropped substan-
tially after the regulation became effective. California
recently adopted regulations describing the minimum parts

and procedures necessary to call an automatic transmission
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"rebuilt.”" State cfficials believe that this approach will
provide a better legal basis for dealing with facilities
misrepresenting that used or repaired transmissions were
rebuilt,

STATE AND LOCAL OFFICIALS BELIEVE THEIR
REGULATORY AUTHORITY MAY BE TOOQ LIMITED

While about half of the States have some form of auto
repair regulation, they are generally limited to disclosure

type laws. Further, about two-thirds of the State and local
officials responding to our questionnaire stated that their

jurisdictions' authority to control all types of auto repair
problems was less than adequate. The lack of authority

was considered by 60 percent of them to be a substantial

or very great limiting factor. State and local officials
citec ry opposition, lack of gubernatorial/legislative
ost considerations as the major obstacles to

oy

We asked State and local government and industry offi-
cials to indicate to what extent use of or improved actions
in a variety of areas would help reduce auto repair problems.
Their responses are shown on the following page.
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15,

16,

18,

19.

20.

bercentage of Respondents Who Believe That Use of or Improved Actions

in The Following Areas Would Help Reduce Auto Repair Problems to

a Moderate, Substantial, or Very Great Extent

bProgram areas

Standards for wear measurement indicators on key

auto parts such as brake components and ball joints

Disclosure of information on repairability for
various modcls

Mechanic training

Voluntary mechanic certification
Mandatory mechanic certification
kepalr shop rating systems

Repalr shop registration (revokable for law
vinlations)

Independent auto repalr dlagnostic centers
Consumer education

Consumer riohts disclosures {(return parts,
repalr cstimates, cto.)

Training statf in your jurisdiction working
on auto repair problems

Use of undercover cars to monitor auto repair
practices and/or to detect fraud

Dispute resolutiun mechanisms

loproved warranty protection laws

Increased enforcement of unfair and deceptive
acts or practices' statutes

Increascd enforcement of existing State and local

auto repaltr regulations

Fvaluating the effectiveness of various ap-
proaches to solving auto repair problems '
Developing model legislation for State or
local governments

Clearinghouse for consumer auto complaints with
output avallable to local, State, and Federal
agencies

Coordinate efforts among consumers, manufacturers,

sellers, and repairers of autos and government
agencies dealing with specific problems
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CHAPTER 4

FEDERAL EFFORTS HAVE HAD LITTLE EFFECT

Despite consumers' losses estimated to be billions of
dollars annually, the Federal Government has done little to
reduce consumers' auto repair problems. In fact, only two
Federal agencies—--NHTSA and FTC-~have ongoing programs ({(with
expenditures of less than $1 million in fiscal year 1979)
specifically directed at reducing such problems. Several
other Federal agencies indirectly touch on auto repair in
their programs for training mechanics and controlling pollu-
tion. There was no practical way to identify the total
amount of funds spent on the auto repair-related aspects of
these programs.

To date, Federal agency activities have had very little
measurable effect on reducing consumers' repair problems.
Until recently, Federal agencies have not tried to provide
overall coordination of their activities among themselves or
with State and local governments. While they differ on the
specifics, most of the industry, State, and local officials
contacted believe the Federal Government should have some
involvement in efforts to reduce consumers' auto repair
problems.

To identify the Federal role in addressing auto repair
problems, we contacted numerous Federal agencies whose ac-
tivities in some way involve auto repair. Only two Federal
agencies--NHTSA and FTC--have ongoing programs specifically
directed at consumers' auto repair problems. Agencies, such
as EPA, DOL, HEW, SBA, LEAA, and OCE, have sponsored programs
or projects involving auto repair in some way. These efforts
were directed at accomplishing the agencies' primary missions,
which do not include consumers' auto repair problems, or were
one-time efforts. The auto repair-related activities of all
these agencies are described in detail in appendix XI--Federal
Agency Activities.

NHTSA

NHTSA's primary responsibilities are motor vehicle and
highway safety. The National Traffic and Motor Vehicle Safety
Act of 1966 (15 U.S5.C. 1381, et seg.) and the Highway Safety
Act of 1966 (23 U.S5.C. 401, et seq.) require NHTSA to establish
motor vehicle safety standards, conduct safety research, estab-
lish a national program to reduce motor vehicle accidents, in-
juries, and fatalities, and improve highway safety programs.
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The Motor Vehicle Information and Cost Savings Act
(15 U.s5.C. 1901, et seq.) authorized DOT to address
automobile-related factors other than safety. Specifically,
the act required DOT to

--develop bumper standards to reduce accident damage
(title 1),

--provide consumers with automobile comparability
information (title II),

--e¢stablish motor vehicle diagnostic inspection
projects (title III),

--prevent odometer tampering (title IV), and
--develop national fuel economy standards (title V).

Although all five titles are important and do relate to the
cost of owning and operating a motor vehicle, titles II-

and III are most directly related to the common types of
consumers' auto repair problems such as faulty and unnecessary
repairs described in chapter 2.

Title II (15 U.S.C. 1941) reguires DOT to develop and
provide consumers with comparability information on crash-
worthiness, damageability, and ease-of-diagnosis and repair.
The intent of title II is to increase consumer awareness of
differences in safety and performance among motor vehicles
and to make the marketplace more effective by encouraging
manufacturers to build safer and easier-to-repair autos.
However, within title II requirements, only information on
ease~of~diagnosis and repair relates directly to obtaining
automobile repair services. Crashworthiness and damage-
ability relate to occupant protection and vehicle damage
during a crash. Although efforts on crashworthiness and
damageability may affect auto repairs through design changes
and insurance costs, their primary emphasis is on improving
safety and reducing structural damage caused by accidents.

Title III (15 U.S.C. 1961) required DOT to establish
motor vehicle diagnostic demonstration projects. Each of the
five projects established inspected vehicle emission control
and safety systems. Consumers participating in the projects
received information on their vehicles' operating condition.
NHTSA found that the participants experienced less unnecessary
repair, increased fuel economy, and reduced vehicle emissions.
(See app. VII.) NHTSA concluded from these projects that
vehicle diagnostic centers independent of repair facilities
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are feasible, effective, and publicly acceptable. NHTSA
completed the demonstration phase of the title III projects
in 1977. However, NHTSA is currently conducting some
follow-on studies related to auto repair diagnosis and the
diagnostic and test equipment problems faced by automobile
garages. Along with FTC, NHTSA has also funded a study of
: repair data from the diagnostic inspection centers to
determine the incidences of unnecessary and unsatisfactory
auto repair and the resulting economic loss to consumers.

NHTSA's activities directed at improving vehicle safety
may also have secondary benefits in auto repair. These ac-
tivities include setting motor vehicle safety standards and
recalling vehicles with safety defects. In addition, NHTSA
provides consumers with educational material on a wide range
of auto topics including auto repair problems.

For more details, see appendix XI, page 129.

Under the Federal Trade Commission Act (15 U.S.C. 41,

seq. ), FIC has broad investigative and enforcement powers
to stop unfair and deceptive acts or practices in a wide
range of business activities including auto repair. Al-
though FTC has not been very active in consumers' auto repair
problems and has not clearly defined a role for itself, it
has maintained an auto repair program since fiscal year 1975.
In addition, FTC has pursued or is pursuing individual cases
or programs specifically related to auto repair, including
new auto warranties, dispute resolution mechanisms, manufac-
turing or design defects, and complaint handling. FTC is
also performing some economic analysis of the nature and
extent of consumers' auto repair problems. Although these
problems a a major consumer concern, FTC spent less than
1 percent of its consumer protection funds on such problems.

Until recently, FTC's auto repair program centered on a
comprehensive project with two objectives: identifying spe-
cific problems consumers were having with auto repairs, and
svaluating the success of public and private programs to
resolve those problems. Through March 1979, FTC spent about
$188,000 on this project which produced several internal
studies.

In addition, as of July 1979, FTC had three active auto

repair investigations. The first involves an industrywide in-
vestigation of whether the use of sales incentives--including
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quotas--to compensate auto mechanics and service writers
increases the rate of unnecessary repair. The second, also
an industrywide investigation, concerns the need for a stand-
ard definition for rebuilt transmission service. The third
case involves one firm's alleged "lowballing"--offering a
repalr package deal at an enticingly low price but routinely
charging consumers significantly more in the end.

In April 1978 the FTC Commissioners held a policy session
to consider the agency's commitment to auto-related areas.
The staff report noted that FTC efforts on automobiles did
not appear to be bagsed on the relative importance of auto-
mobile problems. FTC's coordinator for automobile activities
said that, although FTC did not formally act on any of the
matters proposed at the policy session, the mere scheduling
of the session signaled to the staff that auto repair was a
priority area.

However, several events occurring since that session
have, 1in our opinion, negated any perceptions of priority
which the session may have created. First, the Commissioners
turned down the major output of the auto repair program--the
staff's recommendation for a $1.2 million study of existing
programs. Second, one of the investigaticns started after
the policy session was killed by budget cuts. Third, the
resources available for auto repair work have not increased.

For more details, see appendix XI, page 140,
Other Federal agencies

The activities of the other Federal agencies touch on
auto repair issues. However, these activities were not
specifically directed at reducing consumers' auto repair
problems or they were one-time efforts.

DOL and HEW fund various training and vocational educa-
tion programs which include auto mechanic training. The ac-
tual recipients of DOL and HEW assistance-—-States, schools,
and prime sponsors—-—are allowed considerable autonomy in
developing and administering training programs. Because of
this decentralization, DOL maintains little national data on
its programs. However, HEW data on vocational education
programs it helped support showed that, in fiscal year 1977,
about 369,000 students were enrolled in auto mechanic
courses, and about 92,000 students completed these courses.
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In addition to funding training programs, DOL funded
three, one~time contracts to promote auvtomotive mechanic
apprenticeships. Federal funds for these programs are not
used for the actual training of mechanics but rather for
promoting the program and recruiting apprentices.

For more details, see appendix II.

ponsibility under the 1970 Clean Air
slement the National

EPA was given re
Act (42 U.S.C. 7401, g.) to img
Ambient Air Quality Standards with the overall goal of reduc-
ing air pollution. A major approach EPA uses in reducing air
pollution is to identify areas throughout the Nation which
exce the ambient air quality standards. For those areas
which cannot meet the standards by December 31, 1982, a
motor vehicle inspection and maintenance (I/M) program will
be required. Motor vehicle emissions are a significant con-
tributor to air pollution. An I/M program will require
mandatory motor vehicle emissions inspection and repair for
those vehicles failing the inspection.

Although as of September 1979 only five areas have
mandatory I/M programs which cover an estimated 6.5 million
autos, the I/M program will grow. EPA has identified 50
to 60 areas throughout the Nation which will require I/M
programs and about 40 million autos that will be subjected
to periodic emissions ir ctions. Results of some of these
first programs indicate that the repair industry may be hav-
ing some difficulty properly repairing cars which fail the
emissions inspection. For example, a May 1978 New Jersey
study concluded that 25 percent of the vehicles that fail
emissions tests were not repaired well enough to pass the
reinspection.

To keep the emission control devices on cars functioning
Progx vy, EPA is providing mechanic training in diagnosis
and r ir of emission control systems. EPA is training the

instructors of mechanic training courses, who'in turn train
individual mechanics.

Sections 207(a) and (b)) of the Clean Air Act (42 U.S.C.
7541 (a) and (b)) authorize EPA to develop regulations requir-
ing that auto manufacturers warrant their emissions systems
for yecifiled riods of time. Section 207(a}), which is

al dy in effect, requires manufacturers to warrant catalytic
conv rs and other components installed on autos specifi-
cally for reducing emissions for 5 years or 50,000 miles.
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Regulations proposed under section 207(b) would provide for
a 2-year or 24,000 mile warranty on any part of a vehicle
which could cause excessive emissions. EPA officials expect
that the requlations will be adopted by early spring of 1980.

For more details, see appendix XI, page 150.

SBA makes or guarantees loans to many types of small
businesses, including new and used car dealers, general auto-~
motive repair shops, and auto supply stores. The assistance
helps these facilities finance things such as equipment pur-
chases or facility expansion.

For more details, see appendix XI, page 155,

LEAA funded the Economic Crime Project of the National
District Attorney's Association. The objective of the pro-
gram is to improve the capability of local district attorneys
to detect, investigate, and prosecute white-collar crimes and
to increase public awareness of and cooperation with such
efforts. One of the areas receiving attention under this
program was auto repair fraud. To help district attorneys
with this problem, the Economic Crime Project created an Auto
Repair Fraud Task Force which prepared the Auto Repair Fraud
Manual in 1978. The manual is intended to serve as a guide
for prosecutors and police in conducting auto repair
fraud investigations and prosecutions.

For more details, see appendix XI, page 157.

OCE funds various projects to educate consumers and
teachers and to develop educational materials. Of about
245 projects funded by OCE through fiscal year 1979, five
relate specifically to auto repair. These include develop-
ing (1) public radio announcements encouraging consumers to
request written estimates before approving repair work and
(2) glove-compartment sized manuals for consumers on auto
maintenance, repair, and purchasing.

For more details, see appendix XI, page 159,

FEDERAL ACTIVITIES HAVE LITTLE
MEASURABLE EFFECT

Federal agency activities have had very little measurable
effect on reducing consumers' auto repair problems. In part,
this appears related to the lack of an attempt to address
the problems directly on an overall basis. However, even
where there were specific program attempts to make direct
contributions, the results to date have not been very ex-
tensive. These programs are still underway and may in future
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vears produce significant consumer benefits. Other efforts
have been relatively recent or have not been evaluated in
terms of their effect.

The ongoing programs directed at consumers' auto repair
problems at NHTSA and FTC have not yet produced results hav-
ing any significant effect on these problems. NHTSA is still
studying the feasibility and consumer acceptance of automobile
rating information on ease-of-diagnosis and repair. Demon-
stration diagnostic centers showed promising results for
reducing autc repair problems and potential for improving
vehicle safety, fuel economy, and emission control. However,
none of the States sponsoring the projects currently provide
funds to support formal, public diagnostic inspection centers.
The projects' diagnostic equipment is being used for other
purposes, including mechanic training and inspection of
vehicle emissions.

As noted previously, Federal agencies have conducted or
sponsored auto repair-related activities, such as complaint
handling, consumer education, and prosecution of auto repair
fraud. While these efforts have some positive benefits,
they are relatively small compared to the size of the auto
repair problem as a whole.

In contrast with most auto repair-related activities of
other Federal agencies, DOL and HEW support mechanic training
programs involving several hundred thousand students. HEW
officials told us that they do not have information on a
national basis concerning the effectiveness of this mechanic
training. For the most part, HEW evaluations focus on State
compliance with statutory requirements and do not cover spe-=
cific types of training programs such as mechanic training.
Based on the 1976 amendments to the Vocational Education Act
of 1963 (20 U.S.C. 2301, et seq.), States are required to
evaluate their vocational programs. The States are performing
effectiveness evaluations, but HEW officials do not expect
the results until the end of 1980.

espite the lack of evaluation data, there is some in-
dicatlon of problems with mechanic training. It is question-
able as to how many students completing vocational automotive
programs actually become employed as auto mechanics. The
Director of HEW's Vocational Education Data System believes
that 50 to 60 percent of those who complete vocational educa-
tion programs do not pursue the occupation for which they were
trained. He said that many students enroll in auto mechanic
training programs for reasons other than career development,
such as to pursue the field as a hobby or to learn "do-it-
yourself" skills to apply to privately owned cars.
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DOL officials told us that due to the decentralized
nature of the programs under the Comprehensive Employment
and Training Act of 1973, as amended in 1978 (29 U.S.C. 801,
et seq.), they were unable to provide us with any information
on the number of programs offering auto mechanic training,
the number of persons receiving such training, or its effective-
ness. The only information available was job placement
statistics for Job Corps training programs.

OFFICIALS OF STATE AND LOCAL GOVERNMENTS
AND INDUSTRY SEE A NEED FOR SOME
FEDERAL INVOLVEMENT

Industry and government officials responding to our
gquestionnaire agree that the Federal Government should be
involved to some extent in a range of activities addressing
consumers' auto repair problems. The officials also agree
that the type of Federal Government involvement should be
mainly financial, research, and technical assistance. For
the most part, they do not believe the Federal Government
should regulate the auto repair industry. Disagreements

extent of Federal involvement in specific areas of auto
repair. (See the table on p. 33.)

Industry officials see a need for some, but not substan-
tial, Federal involvement in auto repair activities. We asked
their opinion on the extent of the Federal role in the cate-
gories listed on page 33. Most of these officials believe
that there should be no Federal involvement in 9 of the 20
role categories. For example, 80 percent of them do not want
the Federal Government involved in using undercover cars to
monitor auto repair practices and/or to detect fraud, and 74
percent do not want Federal involvement in mandatory mechanic
certification. However, in 11 of the 20 categories, most in-
dustry officials see a need for at least some Federal involve-
ment. For example, 85 percent see a need for ‘at least some
Federal involvement in consumer education, "and 70 percent see
a need for at least some Federal effort in mechanic training.

Compared to industry, State and local government offi-
cials see a need for a more substantial Federal role in auto
repair activities. Fifty percent or more of the government
officials believe that the Federal Government should have at
least some involvement in all 20 categories. 1In six of these
categories, most government officials believe the Federal role
should be substantial or very great. These include improved
warranty protection laws, standards for wear measurement indi-
cators, disclosure of repairability information, and consumer
education.
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CHAPTER 5

THE INTERAGENCY COORDINATING COMMITTEE

IS A STEP IN THE RIGHT DIRECTION

Individual Federal agencies have coordinated some of
their auto repair-related activities with each other and with
State and local governments. However, instances of coordina-
tion were directed only at specific aspects of auto repair
problems. Until recently, no attempt was made to coordinate
overall Federal, State, and local governments and industry
interests in auto repair.

In May 1979, NHTSA sponsored a national conference on
auto inspection, maintenance, and repair. Alsoc, NHTSA is
developing an Interagency Coordinating Committee designed to
facilitate the planning and coordinating of the Federal pro-
grams involving inspection, maintenance, and repair of motor
vehicles. Despite some significant limitations involving
lack of congressional direction, lack of funding, and a
narrow scope of operations, the Committee is a step in the
right direction.

COORDINATION OF FEDERAL
AUTO REPAIR ACTIVITIES

Until recently, Federal agencies had not coordinated
overall Federal auto repair-related activities. Federal
agencies limited their coordination efforts to specific
activities, such as mechanic training, and to specific as-
pects of the auto repair problem, such as the extent of un-
necessary and unsatisfactory auto repair.

To coordinate Federal auto mechanic training activities,
NHTSA initiated an effort in December 1978 to establish an
interagency task force with DOL, HEW, and EPA. In demon-
strating the need for coordination, NHTSA noted that the
mechanic training programs of various Federal agencies,
States, auto manufacturers, and the auto repair industry
have not succeeded in addressing the shortage of skilled
mechanics. The task force is focusing its activities on
defining the Federal role and identifying which programs:
should begpursued.

NHTSA is also involved with FTC in a Jjoint contract to
analyze the data from the diagnostic inspection demonstra=
tion projects to determine the incidence and causes of un-
necessary and unsatisfactory auto repair work and the
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economic loss to customers. FPIC suggested that

be made and hop the contract results will help
ir or deceptive auto repair practices. NHTSA
specific plans to use these results. A NHTSA
rated that without specific congressional interest
would not have contracted for the study.

in May 1979, NHTSA and the Transportation Research Board
ynsored a conference on auto inspection, maintenance, and
repair. NHTSA's objective was to obtain input on the need
for and direction of future program efforts in these areas.

; 1tatives from other Federal agencies, State and local
governments, consumer groups, auto equipment manufacturers,

and the auto repair industry part101pdt9d in conference
activities

1ig overall objective, participants were asked

; nsus on the principal problems affecting the
maintenance, and repalr process; to develop a
ommendations for programs; and to establish

- the most feasible initiatives. NHTSA set up
covering a range of topics including standard-
n and ecuipment, consumer self-help programs,

; ‘hanic training. At the final session, partici-
pants ranked in order of priority the combined program solu-
tions developed by each of the panels.

The re presented in a variety of ways, includ-
an qrmup iliation, which showed some differences in prior-
e For example, consumer group representatives gave
st priority to programs directed at improving technical
mnd tralnlnq information for mechanics, communication between
consumers and indu try, consumer education, and complaint

5 meche Auto sales and service personnel gave
tority fo programs directed at improving coopera-
for training mechanics, additional Federal sup-
‘hanic training, ways to recruit for and enhance
iic profession, and technical and training infor-
- mechanics.

ICY (OORUINA I'ING COMMITTEE--
ROACH

is developing an Interagency Coordinating Com-
The stated purpose of the Committee is to facili-
planning and coordinating of Federal programs

35



involving the inspection, maintenance, and repair of motor
vehicles., However, one Federal official told us that the
scope of Committee activities will address overall auto re-
pair problems and programs and not just those related to
Federal activities.

Its executive committee is composed of Federal agency
representatives and will provide broad policy guidance,
goals, and objectives. The Committee will also have a co-
ordinating workgroup and various technical workgroups. The
technical groups will study and analyze individual issues of
concern, such as mechanic training, standardization, diagnos-
tics, consumer protection, and auto repair procedures. The
technical group will propose specific actions to address the
issues including government regulations, industry standards,
or demonstration projects. The various technical groups will
report to a coordinating workgroup consisting of government,
industry, and consumer representatives. The coordinating
workgroup will develop and provide policy and action recom-
mendations to the executive committee based on input from
the various technical groups.

We consider the proposed Committee to be a good first
step. However, there are limitations which hinder its
potential effectiveness:

~-The Committee does not have its own budget or staff.

-~The success of the Committee will depend heavily on
the individual members' initiative and the willing-
ness of the agencies to provide support.

--The executive committee does not have representation
from State and local governments, consumer dgroups,
or industry.

--Congressional input is lacking. Even though some of
the Committee's recommendations may require additional
legislation or congressional approval, the Congress
has not endorsed this attempt at interagency coordina-
tion to address auto repair problems.

--The stated purpose of the Committee is specifically
directed at Federal programs. There is no assurance
that the Committee will address the repair issues of
consumers, industry, and State and local governments.
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CHAPTER 6

CONCLUSIONS AND RECOMMENDATION==~

A NATIONALLY COORDINATED APPROACH TO

AUTO REPAIR PROBLEMS IS NEEDED

Auto repair problems are among the most troublesome of
all consumer problems. Their persistence over the years is
testimony to their complexity. NHTSA's estimate of the
annual consumer loss at $20 billion indicates that they
are also among the most costly. Even if the consumer loss
is not as large as NHTSA projected, information from other
sources, including State and local governments, clearly
indicates that the auto repair problems are increasing and
serious enough Lo warrant corrective actions by all parties
concerned.

Improvements are needed in many aspects of auto repair,
but in our opinion the following four areas need special at-
tention:

--Mechanic training--with the shortage of skilled mech-
anics and the increasing use of sophisticated tech-
nology in auto design, ways must be found to produce
better trained mechanics.

~-Consumer education and information--whether it is in
the form of diagnostic inspection results, shop rating
systems, or media advertisements, more and better con-
sumer information is needed to make the auto repair
marketplace function as it should.

~--Auto repair business practices--guestionable busi-
ness practices used by some repair facilities need
to be evaluated to determine whether they are fair
or unfair to the consumer.

--Dispute resolution--increased industry activity
in resolving consumer auto repair problems pre-
sents an outstanding opportunity for effective
coordination among all concerned parties for the
consumer’s benefit.

To various extents, Federal agencies are already in-
volved in these areas, either directly or indirectly. Fed-
eral agencies could do more in these areas without specific
congressional direction. Specifically, they could
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--evaluate the existing approaches to reducing con-
sumers' auto repair problems,

--provide technical and research assistance to State
and local governments, and

--gncourage development and demonstration of new
ideas for solving auto repair problems.,

Completion or expansion of existing Federal agency ef-
forts may provide some help in dealing with auto repair prob-
lems. However, we believe the most essential Federal role
at thiec time lies in the area of coordinating public and
private efforts to reduce consumers' auto repair problems.

State and local government, consumer, and industry groups
have the most contact with auto repair problems and are in
the best position to take direct corrective actions. This
view 1is ‘consistent with our questionnaire results which showed
relatively little support for direct Federal regulation in
many aspects of auto repair. However, officials of State
and local governments and industry gave substantial support
to some Federal involvement, particularly research and tech-
nical assistance and financial support.

No one party can solve all the consumer auto repair prob-
lems. Cooperation among various levels of government and
industry is essential. What is needed is an effective way
to coordinate the activities of these groups. NHTSA and other
Federal agencies are taking a step in the right direction by
forming the Interagency Coordinating Committee.

We believe that this action does not go far enough.
Some of its features limit its potential effectiveness. Spe-
cifically, the Committee lacks its own resources to operate,
representation by all interested groups on the executive com-
mittee, and most important--congressional input. In addition,
the (rm@1ttee S success will depend heavily on the extent to
which 1ts members can assure that specific amounts of re-
sources will be available.

RECOMMENDATION TO THE CONGRESS

We recommend that the Congress strengthen the concepts
of the Interagency Coordinating Committee by

~-establishing the Committee as a national auto repair

coordinating committee. This new committee would
evaluate the effectiveness of current efforts to
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reduce consumers' auto repair problems and identify
areas for future support,

--gxpanding the Committee's objectives to cover more
than just Federal programs and activities,

--encouraging State and local governments, consumer
groups, and private industry to actively participate
in the committee,

--directing the Federal agencies to make firm commit-
ments to support the committee, and

--providing adequate resources to operate the committee.
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liecenber 15, 14746

The Honorable E£lmer B. Staats
Comptroller General of the United States
U.S. General Accounting Office

441 G. Street, N.W.

Washinagton, D.C. 20548

Dear mr, Staats:

For some time, we have been concerned about the difficulty consumers have

in trying to get their automobiles repaired effectively and economically.

In fact, our hearings demonstrated that auto repair is the number one con-
sumer complaint area.

Qur Committee has held detailed hearings on the auto repair industry, where
we explored the many auto repair and maintenance oroblems faced by the
consumer, and a ranae of private, local, and State programs and remedies.
These hearings have shown us that the problen is widespread and not suscept-
ible to simple assignment of blame and simple solutions.

Several federal agencies such as the Federal Trade Commission, the Department
of Transportation, the Environmental Protection Agency, and the Department

of Labor have programs or activities directly affecting the auto repair
industry. tiowever, most of the activity attempting to correct the problemn

is occurring at the State and local Tevels. With the automobile expected

to be the major means of transportation in the foreseeable future, it is
important to clarify the Federal role in dealing with the auto repair problem
including the relationship of the Federal agencies with the State and local
government.

While we recognized that GAO alone will not be able to solve the multibillion
dollar auto repair problem, we believe that your organization can provide

our Committee with useful information and objective analysis. Specifically,
we request that you:

40



APPENDIX I APPENDIX I

-~ identify and determine the extent of Federal agency actions affect-
ing the auto repair industry;

~- evaluate the adequacy and need for inter-agency coordination of
these activities;

--pvaluate the adequacy of existino Federal agency coordination with,
and assistance given to State and local governments working on auto

repair problems .

-~ identify and analyze ways where Federal agencies acting within the
scope of their current activities could improve assistance to consumers
and State and lpcal governments; and

-- identify and analyze opportunities for further assistance that
would help consumers and State and local qovernments more effectively

handle auto repair problems.
Sincerely,
e

e .
?§ﬁﬂcau¢7// 76/»é5L401qﬁ77 a(cdféi<337‘€;7#£'
/ﬁowARh W. CANNON, Chairman WENDELL H. FORD, Cha1rﬁg;l‘<:-—w—-n
Committee on Commerce, Science, Consumer Subcommittee

and Transportation

HUHF /HWC = djim
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AUTO MECHANIC TRAINING--A SERIOUS PROBLEM

Government and industry officials agree that a serious
shortage of skilled (competent) auto mechanics is a problem,
resulting in part from low wages, poor working conditions,
inadequate fringe benefits, and a lack of mechanic training.
Qur analysis deals primarily with mechanic training. The
shortage of skilled mechanics is important because it affects
the quality of repairs. Mechanic incompetence is a direct
cause of faulty repair work, resulting in numerous consumer
complaints.

Collectively, the mechanic training programs supported
by industry and various levels of government have been un-
successful in eliminating the shortage of skilled mechanics.
Since autos are becoming more complex, the need for more and
better mechanic training will become even more important in
the future.

Industry and government sources cite many factors that
have a negative effect on training efforts, such as the high
cost of equipment and training facilities, the lack of motiva-
tion or aptitude for mechanic training in some vocational
school students, and the reluctance of some repair facilities
to adequately train mechanics.

The Federal Government has very little information on
the effectiveness of auto mechanic (or other individual occu-
pational) training programs it supports and their potential
for reducing the shortage of skilled mechanics. The evalua-
tions which have occurred have been limited, and generally
focused on grant recipients' overall plans, performance, and
compliance with appropriate statutory regquirements.

AUTO MECHANICS--THEIR WORK
AND WORK ENVIRONMENT

Consumers take their vehicles to repair facilities for
routine maintenance or because of malfunctions. Symptoms of
malfunctions are described to the mechanic or a service
manager. The mechanic may then have to test drive the car
or use testing equipment, such as motor analyzers, spark plug
testers, or compression gauges to locate the problem. This
requires qood reasoning ability as well as a thorough knowl-
edge of automobiles. This knowledge is acquired in training
courses and/or through on-the-job training (0OJT). Some
mechanics use this training to become generalists and per-
form a variety of repairs; others specialize in the following
areas:
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--Transmissions,

~-Tuneups.

-~Alr-conditioning.

-=Front-end work.

~-RBrakes.

~-=-Cooling and heating systems.
Once the cause of the problem is found, the mechanic will
either make necessary adjustments or replace parts to com-
plete the repair.

Auto mechanics must perform significant amounts of manual
labor. They work with dirty and greasy parts, and in awkward
positions. Many automobile parts and tools that may be used

are heavy. Mechanics also are susceptible to minor cuts and
bruises.

Auto mechanics are generally required to supply their
own tools and most learn the trade on the job. Beginners
usually start as helpers, lubrication workers, or gas station
attendants and acquire skills by working with experienced
mechanics. The Department of Labor estimated it takes 3 to
4 years to become familiar with all types of repairs. An
additional 1 or 2 years is necessary to learn a specialty.

Most mechanics work in shops that employ from one to
five mechanics, although some of the largest employ more
than 100. Generally, automobile dealer shops employ more
mechanics than independent garages do, yet one in seven auto
mechanics is self-employed.

DOL's April 1979 data showed that skilled auto mechanics
earn between $2.90 and $17.50 per hour; the average is $4.58
per hour. These figures are calculated from wage data
40 States submitted to DOL.

SHORTAGE OF SKILLED MECHANICS

A variety of sources agree that there is a shortage of
skilled (competent) mechanics even though these terms are
not precisely defined. According to the president of the
National Institute for Automotive Service Excellence, com-
petent mechanics are "those who are able to diagnose most

problems most of the time and fix them right the first time."
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The fcllowing comments were made by government and industry
sources:

--DOL's Employment and Training Administration believes
that consumer complaints indicate there is an insuffi-
cient number of qualified mechanics,

--The National Highway Traffic Safety Administration
refers to a critical shortage of qualified automobile
mechanics needed to adequately maintain and repair
the Nation's motor vehicle population.

~~-NIASE estimates that only 50 percent of the auto
mechanics working on consumers' cars are ready to
take even one of the NIASE tests. By this they mean
50 percent of the mechanics are fully competent to
work on total subsystems rather than just replacement
of individual components.

--The Automobile Service Council of California believes
the "level of competency for a large percentage of
auto mechanics is very low."

--The Independent Garage Owners of Illinois said that
20 to 40 percent of auto repair facilities in opera-
tion have inadequate and untrained mechanics.

Some government and industry officials cite a strong
relationship between consumer complaints involving faulty
repair work and the shortage of competent mechanics. As the
shortage continues and autos become more and more complex,
the need for expert service technicians will grow, and these
service people will have to be better trained.

TRAINING OPPORTUNITIES

Training serves three major purposes—~-providing a steady
source of new mechanics, upgrading existing skills of working
mechanics, and teaching them the new technology used in re-
pairing cars. Training generally should result in better
diagnoses and repairs. The primary opportunities for training
are
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--vocational education programs,
-—industry-sponsored programs, and
--government-funded employment training programs.

Vocational education programs

Vocational, technical, and adult education provides op-
portunities for people of all ages. These programs directly
prepare individua. for employment. They include instruction,
as well as acquisition, maintenance, and repair of instruc—
tional supplies, teaching aides, and equipment. Vocational
education programs receive funding and assistance from the
Federal Government; however, they are usually operated by
either State, local, or private groups. State programs are
usually operated in community colleges and technical schools,

leral efforts

The Department of Health, Education, and Welfare assists
State vocational education programs with technical assistance
and grants. The Education Amendments of 1976 (20 U.S.C. 2301)
ate a Federal effort in vocational education:

"k x % to assist States in improving planning in
the use of all resources available to them for
vocaticnal education and manpower training by in-
volving a wide range of agencies and individuals
* * % in the development of vocational education
plansg.”

Although HEW does provide grants to States, it does not
require specific vocational programs or courses. FEach State
submits a S-year plan of courses to be offered based on its
current and future job skill needs. In fiscal year 1977,
about 369,000 students were enrolled in, and about 92,000
completed, federally supported vocational programs in auto

mechanics.
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Type of training Students
Secondary (high schools) 219,987
Postsecondary
(technical schools,
community colleges) 62,128
Adult (evening schools
apprenticeship) 86,605

Total enrollments 368,720

Completions 91,698

HEW has little data on the effectiveness of auto mechanic
vocational training programs it supports. Under the Voca-
tional Education Act of 1963, as amended in 1976 (20 U.S.C.
2312), States are evaluating the effectiveness of vocational
training programs. HEW officials estimate that the States
will not begin submitting data until the end of 1980. Conse-
guently, HEW has not done much reviewing and analyzing of the
strengths and weaknesses of these federally assisted State
programs in producing competent auto mechanics. HEW's evalua-
tions do not focus on specific program areas such as mechanic
training. 1Instead they are directed at State compliance with
the provisions of the act and the regulations.

HEW also is involved with auto mechanic training in-
directly through participation on various industry-sponsored
organizations. An HEW program specialist is a member of the
Motor Vehicle Manufacturers Association/American Vocational
Association-sponsored Industry Planning Council. Its purpose
is to provide relevant information on teacher education,
curriculun, and research to State supervisors and teacher ed-
ucators of trade and industrial education in the occupational
field of automotive mechanic and technology. An HEW program
specialist is also an ex officio member of the Vocational
Industrial Clubs of America and helps establish policy and
direction.

State and industry vocational
education programs

Vocational education programs in automotive mechanics
range from high school courses to associate degree programs.
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These programs are offered through State community colleges,
local vocational programs, or private vocational schools.

have a number of limitations. According
te officials, many students lack the

ion to become competent mechanics. Some
that only about one-third of the students
. programs have a genuine interest in automotive
mechanic Another problem is that many of the new diagnostic
tools are expensive and vocational schools may not be able to
afford them.

Currently, there is no standard curriculum for voca-
tional uutmmmtlve courses. The Industry Planning Council
is trying to is situation. The Council has worked
with oth : 1izations to develop standards which help
schools establish automotive training programs and standard-
ize existing g -rams. Two booklets have been issued and are
currently being combined and reprinted for distribution to
all those assoc: »d with automotive vocational programs:

--Career Development ¢ Standards for Automotive Service

I uction is a romplote guide to establishing an
automotive training program. It covers such subjects
as curriculum, selection of students, teachers, train-
ing, shop layout, and tool equipment recommendations.

¢ Handbmok for Automotive Service Instruction is,
ct, a roadmap for guiding anyone wanting to

b an effective automotive-service education

ram (or improving one already in existence). It

describes the curriculum, advisory committee, in-

ructors, students, facilities and tools, tests and

measurements, and ongoing training.

MVMA is also developing a national program for voluntary
accreditation of postsecondary motor vehicle mechanics
trainin MVMA has contracted with the Southern Association
of Coll 5 and Schools to research and develop criteria for
accre n. The model accreditation program will be tested
in 60 schools over 2-year period. It is expected to be
operarlunul by ]9?1 and will be provided to all regional
accredi ( jroups. MVMA believes everyone will benefit
from theix
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-~5chools will be supported in their desire to offer
quality programs; they will be assured that their
graduates possess necessary competency; and they will
know that their programs, in addition to educational
excellence, are in line with such other national
goals as affirmative action, energy conservation,
and environmental protection.

--Students will be confident that they are receiving
quality education in an adequate facility, and that,
upon graduation, they will possess the necessary
skills to take their places in the world of work.

--Consumers will have greater assurance that their
automobiles wiil be serviced by competent mechanics.

--Manufacturers, dealers, and garage owners will be
able to hire graduates with known competencies from
certified programs, they will be better able to pro-
vide input to the preparation of automotive training
materials, and they will be assured that continual
updating is being implemented as the state-of~the-art
changes.

Industry-run mechanic training programs

Private industry programs vary from seminars and in-
service training to apprenticeship programs. They have had
only limited success in eliminating the shortage of skilled
mechanics because, according to various industry and govern-
ment sources

~-the high costs involved in training--tools, diagnostic
equipment, facilities, and salaries for instructors
and students~-limit training opportunities;

-—-gome repalr facilities are reluctant to adeguately
train mechanics because it takes productive time from
working mechanics and gives no assurance the trainee
will remain with the facility after training; and

~-formal training courses for mechanics can last from

] to 4 years. This may require too large of a com-
mitment for many repair facilities.
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Auto manufacturer programs

American Motors Corporation, Ford Motor Company, General
M ration, and Chrysler Corporation provide dealer-
mechanic training programs. These programs are offered in
several locations, including

-~dealerships,
~-mobile training facilities, and
-~-regional training centers.

In addition, they use several different types of training,
such as

~-=-films and video programs,

~=formal classroom instruction,
~-salf-programed courses, and
~-mechanics' demonstration of tasks.

In 1978 FPord instructors conducted training for 38,000 me-
chanics employed by repair facilities other than Ford dealer-
ships. A GM subsidiary provides automotive repair clinics
for vocational schools and various automotive repair associa-
tions.

In addition, Chrysler Corporation operates the MoTech
Automotive Education Center (MoTech). The MoTech objective
is to g rare a student for a beginning position in auto
mechanics or auto body repair with an adequate background in
theory and shop work.

The MoTech program was designed to provide hands-on,
performance based training and to allow students to progress
at their own rate. It covers a comprehensive range of repair
situations. All instructors at MoTech are NIASE-certified.

In addition to classroom training, MoTech uses OJT which
termines if the student passes or fails the program. OJT
gimu. 5 the automotive repair shop atmosphere with three
instruc s acting as service managers. Students work on
cars brought in by other MoTech students and employees. The
student is given the car's repair order and expected to cor-
rect the problem.

de
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IN MoTECH’S CHASSIS ROOM, STUDENTS BALANCE TIRE AND WHEEL
ASSEMBLIES.

IN THE POWER PLANTS ROOM, SHOWN HERE, EACH STUDENT 1S REQUIRED
TO DISASSEMBLE A 6 CYLINDER ENGINE, CHECK ITS OPERATING SPECIFICA-
TIONS, REPLACE WORN PARTS, AND THEN REASSEMBLE 1T BEFORE RUNNING

IT ON A TEST STAND.
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THE STUDENTS SHOWN HERE ARE IN THE PROCESS OF OVERHAULING AN
AUTOMATIC TRANSMISSION.

MoTech's general auto mechanic program enrolls about
600 students each year. The program can be completed in
1,500 to 3,000 hours; classes run 6 hours a day, 5 days a
ky and tuition is $3,600. Necessary tools may be pur-
sed from MoTech for $500.

MoTech is costly in terms of capitalization and program
curriculum. It uses 60,000 sqguare feet to train 200 students
per sl The ¢ srooms are fitted with expensive equip-
ment and parts. To keep pace with product changes, MoTech
spends about $150,000 annually to upgrade its programs.

ry apprenticeship programs

National Automobile Dealers Association, Automotive
ils, and International Association of Machinists
] oF; developed apprenticeship programs
se apprenticeship programs received
scal year 1978 and about $1.3 million

Servid
and Ae
for au
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in fiscal year 1979 from DOL's New Initiatives Program,
which was set up to spur development of apprenticeship pro-
grams in industries without ongoing programs. The contracts
funded the associations' efforts to promote their programs
and to recruit apprentices. DOL did not pay for any of the
training. These costs are shared by the apprentice, the
repair facility providing OJT, and the school providing the
classroom training.

The automobile dealers and services council contracts
have been re-funded for fiscal year 1980. The machinist and
aerospace workers association contract is being funded
through May 16, 1980.

DOL is evaluating how well the associations promoted
these programs. It will not attempt to assess the effec-
tiveness of the contractors' apprenticeship programs or to
determine how many enrollees successfully complete the pro-
grams and become competent mechanics.

These programs use national standards for auto mechanic
apprenticeships developed cooperatively by DOL and the
three asscociations. These standards cover the entire range
of auto mechanic jobs in each of these industries.

Apprenticeship programs may prove to be one of the
better ways for training mechanics. They are labor inten-
sive and rely on existing facilities. Apprenticeship pro-
grams are thorough. They combine OJT with classroom
instruction in an effort to turn out mechanics who are
competent in the theory and procedure for repairs. This
should result in mechanics who are diagnosticians as well as
competent mechanics. It should also improve their public
image and their ability to command higher wages. Because
apprenticeship programs may also include business courses,
mechanics may be able to better understand some of the prob-
lems faced by repair facility owners. :

Independent training efforts

In addition to the manufacturer and apprenticeship train-
ing programs, many other industry groups are involved in
training mechanics. NIASE has developed syllabi and sample
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tests for review courses to prepare mechanics for certifica-
tion tests. Shell 01l Company, FMC Corporation, DANA Cor-
poration, and Wagner Electric Company, among others, also
offer their own training courses or materials to institutions
providing mechanic training courses.

Government-funded employment
training programs

DOL administers the Comprehensive Employment and Training
Act of 1973 (29 U.S.C. 801, et seq.) which provides training
spportunities for prospective auto repailr mechanics. The pur-
A is to provide training activities and services
to enable individuals to secure and retain employment
helr maximum capacity. While CETA requires that training
ivities under title I be designed for occupations in which
skill shortages exist, the main objective is not specifically
uce or eliminate skill or occupational shortages.

To finance training under the act, DOL awards dgrants to
onsors, generally State and local governments. DOL
les technical assistance, approves plans, and

are complied with and that training services are available
to designated target groups.

DOL's Job Corps for economically disadvantaged young
men and women provides for participation in intensive pro-
grams of education, vocational training, work experience,
unseling, and other activities. According to DOL statis-
tics, 1,669 persons completed Job Corps training in auto
mechanics in 1976.

A recent DOL study covering various occupational areas
showed that, of a sample of 428 students completing training
in auto repair during fiscal year 1977, only 129 were placed
in auto service repair work. A DOL official told us that the
evaluation was very limited and did not include the quality
of training.
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AUTO TRENDS: EFFECT ON REPAIR

The car of the future will be much more complex than
the car of today. We are in the midst of a technological
revolution spurred by engineering advancements, competition,
consumer demands, and government regulations for increased
safety and fuel economy and decreased pollution. Automobiles
have been reduced in size, are made from lighter and stronger
matevials, and have more fuel-efficient engines of lower
horsepower. Further down-sizing and improvements in engine
efficiency can be expected so manufacturers can meet future
fuel economy standards. This appendix briefly discusses
some of these changes and their expected effect on consumers'
auto repalr problems.

ELECTRONIC CONTROLS

Fnginecrs expect the greatest effect on the automobile
during the next decade to result from the extensive use of
electronics and microprocessors (small, highly specialized
computers). The phenomenal development of electronics has
bheen used for some years in a number of commercial, indus-
trial, and home applications. The 1973 Chrysler electronic
ignition system was one of the first conspicuous uses of
electronics in cars in the United States.

Since 1975, U.S. automobile manufacturers have intro-
duced or anncunced a number of engine control technology
improvements using relatively sophisticated microprocessors.
At least one manufacturer is contemplating introduction in
the 1980s of a distributor-less ignition system engine with
computerized fuel metering. It appears that the revolu-
tionary change to totally computer-controlled, spark igni-
tion engines will occur in about 1 decade,

The auto industry is now using electropic ignition sys-
tens for increased operating reliability and longer component
life, and some car makers are using a microprocessor to help
control emissions and conserve fuel. Microprocessors are
also used to regulate spark timing, exhaust recirculation, and
air fuel mixture. Within several years, most new passenger
automobiles and light trucks are likely to be equipped with
gome form of microprocessor.

Ford Motor Company expects to move into the future with
its stratified-charge "proco" (programed combustion) engine.
In it, the fuel is divided into two mixtures of gas and air,
one is "rich" (high in gas) and ene "lean" (high in air).
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The two mixtures are burned in sequence in the combustion
chamber and this reportedly increases fuel economy by

20 percent and results in fewer emissions than conventional
engines. The proco requires electronic, high-pressure fuel
pumps and precise fuel injection.

In addition, toward the latter 1980s, engine control
systems featuring a single wire or specialized cable
(fiber-optic) may replace portions of conventional wiring
systems,

DIESEL ENGINES

The most likely supplement to the gasoline engine is the
diesel, which is being manufactured domestically by General
Motors and is being developed by Chrysler and Ford.

The push toward diesel engines began because of rising
gasoline prices and the need for improved fuel economy. A few
years ago diesel fuel was substantially cheaper than gasoline,
but that difference is now almost insignificant. Some diesels
offer significant advantages in fuel economy. For example,
according to the Environmental Protection Agency, the 1979
Volkswagen Rabbit with a gas engine averaged 26 miles per
gallon (MPG) and one with a comparably sized diesel engine
got 41 MPG. GM's large diesel engine (350 cubic inch dis-—
placement) averaged 21 MPG in 1979 compared to 15 MPG for the
same size gas engine.

The transition from gas to diesel engines should not
be too difficult because the engines are similar. The
diesel is a take—-off on the gasoline engine using a con-
ventional fuel injection pump. An important difference lies
in the diesel ignition system. Diesel engines have no spark
plugs, no distributor or points, no carburetor, or condensor.

Diesel engine characteristics, however, are not all pos-
itive. Compared to cars with conventional engines, they are
costlier, noiser, harder to start in cold weather, and have
slower acceleration. Also, diesel engines give off tiny specks
of soot known as particulates. EPA has proposed limits on
diesel particulates—--0.6 grams per mile for 1981 and 0.2 grams
per mile for 1983. ‘
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AUTOMOBILE CHANGES HAVE
POSITIVE AND NEGATIVE
'S _ON REPAIRS

With design changes autos need less scheduled maintenance
for certain parts. Also with the introduction of sophisti-
cated equipment, mechanics should be better able to diagnose
vehicle malfunctions. Some changes, however, require more
maintenance, some repairs cost more and are more difficult,
and there will be a greater demand for skilled mechanics.

Diagnostic equipment

By 1985 many cars will probably use some form of built-in
diagnostic capability, including monitoring certain critical
engine, emission, brake, and lighting systems, and other
“functions, such as low tire air pressure, air filter condi-
tion, and catalyst condition. In fact, the National Highway
Traffic Safety Administration is considering issuing safety
standards for brakes and tires which will incorporate diag-
nostic features. (See app. XI.)

Chrysler Corporation has indicated its intention to
continue marketing to new car dealers a computerized engine
analyzer capable of fully diagnosing its "lean burn" engine
control system.

Effect on small garages

The increased sophistication of automobile systems, the
costly equipment which will probably be needed to diagnose
and repair them, and the lack of standardization of that
equipment pose special problems for small garages. The Con-
gress was concerned whether these changes would hamper small
garages' ability to check for compliance with Federal,
State, and local safety, emissions, and noise standards.

It required NHTSA to report on the research and development
necessary to make small garage equipment compatible with
State motor vehicle inspection and diagnostic eguipment.
NHTSA issued that report in July 1978 (see app. XI) and is
currently preparing a followup report based on an evaluation
of equipment at 300 repair facilities, personal interviews

of 1,800 repair and diagnostic facility owners and operators,
and 600 mechanics and inspectors.
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Scheduled maintenance

Auto manufacturers have devoted more and more design
effort to reduce scheduled maintenance and its consequent
cost to car owners. Intervals for changing engine cil and
oil filters are now generally 7,500 miles, compared to
3,000 miles only a few years ago. Spark plug life has
tripled. GM reports that a 1956 Chevrolet required 47 trips
to a service facility in order to satisfy the recommended
maintenance schedule for 50,000 miles or 5 years. Over the
same span of time, GM recommended only seven trips for a
1978 Chevrolet, Another example is the 1979 Ford Mustang
which has 30 scheduled maintenance procedures for 50,000
miles, compared to 125 procedures required on the 1974
Mustang for the same mileage.

Even though manufacturers have eliminated or reduced
maintenance on many items, maintenance requirements for some
systems have increased. For example, in modern emission
control systems, manufacturers recommend that consumers per-
iodically maintain air pumps, catalytic converters, oxygen
sensors, evaporative cannisters, and other components.

More costly and more difficult repairs

Auto industry officials acknowledge that some design
changes have contributed to higher repair costs. In the case
of electronic ignition systems, for example, points and con-
densors are no longer needed and spark plugs last three times
as long as before, but the electronic ignition system is
more expensive to repair. Also, manufacturers are designing
smaller cars in response to the fuel economy demands of the
government and consumers, and to their competition. According
to Ford officials, down-sizing generally results in tighter
packaging of various components and may worsen component
accessibility because other nonrelated components may have
to be removed to get at the problem component. This is par-
ticularly true for instrument panel and engine compartments.

More demand for better
trained mechanics

The auto repair industry is already experiencing a short-
age of skilled mechanics. The addition of more complex re-
pairs and test equipment will accentuate the problem. As a
GM official stated in May 1979:



"There is no question that the car and
truck in the immediate years ahead will be an
even more intricate piece of machinery. On-
hoard computers will be commonplace. The need
for expert service technicians will grow, and
these service people will have to be better
trained than ever before."

See appendix II for a more detailed discussion of problems
associated with mechanic training.
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TE AUTO REPAIR REGULATIONS AND ENFORCEMENT

State and governments are attempting to deal with

auto re ir pr by applying ba ic consumer protection-

»s or by drafting specific auto repair legislation.

A May 1979, 25 States had enacted legislation and requla-

tions intended to reduce consumer abuses in the auto repailr

The basic types of auto repair lawg ares (1) dis-
laws, (2) facility licensing laws, and (3) laws

Jﬁing mechanic competency and the quality of industry

State officials believe their auto repalr programs are
cive in ducing auto repair problems in general and
helping consumers with specific problems. They cite hundreds
of thousands of consumers that receive information or dispute
: wrvices as one indication of success. However,
‘ s of some regulatory dpproaches, lack of
complet dde, and the complexity of auto repair problems, it
is not clear to what extent these approaches are offectlve in
reducing repair problems and which approaches work best.

DISCLOSURE LAWS ARE THE MOST COMMONLY
ENACTED AUTO REPAIR LEGISLATION

Disclosure laws, designed to protect the consumer from
unfair and fg'wpt;vu trade practices, are the most freguently
adof 1 anto bair legislation. Disclosure provisions re-~
quire that the repair facility give the consumer certain
information relating to the repair transaction so the con-
sumer will know what repairs are going to be done and how
much they will cost. Disclosure laws vary between States
but usually contain one or more of the following provisions.
The analysis was drawn from contacts with State officials
and from reports on auto repair regulation by the University
of Georgia's Institute of Government (1977) and a federally
sponsored study by the National Association of Attorneys
General (1976):

{l) Written estimate

Repalr facilities are required to give consumers a
written estimate of the cost of repairing their autos,
including in some States, separate itemizations for
labor, parts, disassembly, and reassembly.

Some States, New York for example, require an estimate
only if one 1is re »d by consumers; others anticipate
the difficulties which may arise in emergency repair
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situations by permitting consumers to execute a waiver
of the written estimate or to accept an oral estimate.
In order to allow repair facilities a certain amount

of flexibility in dealing with repairs, some provisions
of this type permit the estimate to be exceeded by a
limited amount, such as 10 percent, or allow consumers
to authorize additional repair work orally or in writ-
ing.

Some industry representatives charge that written esti-
mate requirements are detrimental to consumers in that
they cause overcharging. They contend that, if mechanics
are required to give an estimate, they will inflate this
estimate to protect themselves if repairs are more exten-
sive than originally estimated. The response to this
argument is that estimate requirements do not threaten
adequate pricing since repair facilities are not abso-
lutely limited to the original estimate; they are merely
required to obtain the customers' consent before making
repairs not covered by the original estimate.

(2) Authorization of repairs

Upon receiving an estimate of the cost of repairs, con-
sumers must authorize the repairs before they may be
commenced. Some laws require that these authorizations
hbe in writing.

(3) Written invoice

Consumers are entitled to receive a written invoice
detailing all parts and labor supplied.

(4) Return of parts

Parts replaced in repairing consumers' vehicles must be
returned to them. In those instances where parts must
be returned to the manufacturer, where parts were sold
on an exchange basis, or where return would be imprac-
tical because of size or weight, most provisions require
that consumers be given the opportunity to examine the
parts.

(5) Warranties

Any express warranties must be in writing. In some juris-
dictions, that writing must include the nature, extent,
and duration of the warranty. In others, it must indicate
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what consumers must do to secure warranty service.
Michigan requires warranty extensions under certain
conditions and prohibits disclaimers of implied war-
ranties.

(6) Mechanic's liens

Repair facilities may not re se to return consumers’
autos by using a mechanic's lien if they have failed
to comply with the law's disclosure provisions.

(7) General misrepresentation

Repair facilities are prohibited from making false or
misleading statements to consumers as to any aspect of
an auto repair transaction.

(8) Posting of provisions

A listing of the specific disclosures required to be
made to consumers under the law must be displayed on

a sign conspicuously posted on the repair facility's
premises. Some States also reguire that the name,
addry and telephone number of the enforcing author-
ity be disclosed.

-

(9) Records requirements

of all auto repair transactions must be retained
acility. Most laws containing such a require-
cify a retention period from 1 to 2 years.

Records
by the
ment s

These provisions have been adopted to curtail commonly

identified deceptive practices, such as the "5 o'clock sur-
prise" which occurs when consumers leave their cars with a

facility for repairs without any indication of the extent of
repairs needed or what they will cost. Then, when consumers
arrive to pick up their autos, a repair bill is presented for
extensive repairs costing hundreds of dollars. Before dis-
closure requirements, consumers had little recourse but to
pay the bill or lose their auto under a mechanic's lien.

The implementation of disclosure laws generally requires
a limited expenditure of funds, and can often be enforced in
conjunction with already existing deceptive practices laws.
Wisconsin, for example, has adopted disclosure regulations
pursuant to its consumer protection statutes, while Michigan
has enacted specific avto repair legislation that includes
disclosure provisions.
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FACILITY LICENSING (REGISTRATION)
IS MANDATED IN SOME STATES

Facility licensing legislation, another method of State

regulation, requires auto repair facilities to obtain licenses
to conduct business. Some States with facility licensing laws
only require repair facilities to register with the State.
For example, to be registered in California and New York, a
repair facility need pay only a registration fee and submit
necessary informational forms. Michigan, however, requires
facilities to employ at least one mechanic with State cer-
tification in each category of repair provided.

Registration systems identify the location of a repair
facility and provide a legal record of ownership which aids
enforcement authorities. Revenues from registration provide
a large percentage of the financial suppcrt needed to operate
some State auto repair regulatory programs. Legislation of
this type is usually implemented in conjunction with auto
repair disclosure requirements, and specific prohibitions
concerning fraud, deceptive practices, and negligence,

New York and California exempt from registration shops
which solely perform minor services, such as pumping gas and
changing water, o0il, batteries, tires, filters, and wind-
shield wiper blades. Under California law, services are not
to be designated as minor if they require mechanical ex-
pertise, have given rise to a high incidence of fraud or de-
ceptive practices, or involve parts of the vehicle essential
to its safe operation.

SOME STATE LAWS ADDRESS THE
QUALITY OF REPAIR SERVICES

Some States have enacted various types of legislation
that deal with the quality of repairs by becoming more in-
volved with industry repair practices.

The Michigan law addresses the problem of faulty repairs
due to incompetence by requiring mechanics to pass an examina-
tion designed to test their competency to correctly diagnose
and repair motor vehicles. Currently, all major service and
repair work done by a noncertified mechanic requires inspec-—
tion and approval by a certified mechanic. Also, the statute
requires all auto mechanics to be certified by January 1981.
(See appendix IX for further details.)
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The licensing of mechanics is not part of California's
statute; as a result, the State's Bureau of Automotive Re-
valr cannot always deal with incompetently performed repairs.

reording to California's Aute Repailr Act, it is unlawful to
“ cpairs which represent any willful departure from
ard of accepted trade standards for good and work-
repalr. A California Deputy Attornmy General believes
his section of the statute provides Jjuri
tently performed repairs . A Bureau official noted, however,
that it is often not practical to use this authority, j
1) ly where industry trade practjres have not been defli
I1so noted that workmanlike repair has not bee:r )
ined and willful departure is ulmuat impossible to prove

California is addressing the problem by adopting tx
standards and proposing a shop rating system which wil.
guire facilities to meet stringent standards and wrwwidm
quality repairs as a condition for approval. (5S¢ O e VI )
While California's trade standards do not tell vanics how
to perform a repair, they do require them to disclose certain
information, thereby reducing one of the main problems
ing from incompetence--unnecessary repairs or replac

ded part For example, in 1976 California pr:mulqutv

regulations requiring a measurement of the actual wear and
t manufacturer's tolerance for wear be vecorded on the in-

voice for all ball joint repairs. While they have no
conclusive proof, California officials said they r@h@iwmd
information indicating that ball joint sales have de
much as 85 percent as a result of the regulation.
California adopted trade standards describing the minimum
parts and procedures necessary to represent an automotive
transmission as "rebuilt." Trade standards such as these
provide legal grounds for disciplining facilities that have
made unnecessary repairs, whether they result from incompe-
tence or fraud.

¥

New York's auto repalr legislation addregses the prob-
lem of incompetent repairs by requiring repair facilities to
perform quality repairs and have adequate equipment, facili-
ties, and personnel competent to perform the services it
rs. Quality repairm, even though determined and enforced

ase-by~case basis, are broadly defined as those repairs
ssary to bring a mmtor vehicle to its premalfunction or
condition. New York's regulations do not set
uirements for personnel competence or for equip-
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Regulations in Massachusetts make it illegal for repair
shops to fail to remedy promptly, at no charge, any repairs
not performed in a good and workmanlike manner in accordance
with accepted trade standards. However, as of July 1979,
the State had not developed any repair standards for en-
forcement purposes.

REGULATION AND ENFORCEMENT RESPONSIBILITY

The type of State agency responsible for requlation and
enforcement of auto repair laws varies among the States. For
example, in Massachusetts, the responsible agency is the De-
partment of the Attorney General. In Wisconsin regulatory
and enforcement authority is split among the Department of
Agriculture's Trade and Consumer Protection Division, the
Department of Transportation, and the Department of Justice.
Some States, such as Michigan and California, established
administrative bureaus to regulate State auto repair prac-
tices.

For example, Michigan's Motor Service and Repair Act
(1974) empowers the Bureau of Automotive Regulation to re-
celve, investigate, and mediate auto repair complaints, re-
view cases in an administrative hearing to determine lia-
bility, and impose penalties. An industry group filed suit
in March 1976 to restrain the State from enforcing the act.
The group questioned whether a single agency should have in-
vestigative, enforcement, and judicial authority. The suit
delayed full implementation of administrative authority
under the act until November 1978.

In California, the Bureau of Automotive Repair receives
and mediates auto repair complaints, but lacks direct author- .
ity to discipline facilities. As a result, serious viola-
tions requiring criminal or civil prosecution are referred
to the Attorney General and district attorneys' offices.
Although authorities such as these play an important role
in enforcing auto repair legislation, the additional auto-
motive cases added to their existing workload has created
a backlog of auto repair cases. According to the Attorney
General's office, there is not enough time or staff to de-
velop cases from all complaints. They must select exemplary
cases and use penalties as a deterrent to other violators.
Also, according to a Bureau official, auto repair cases often
receive low prosecution priority at district attorneys'’
offices.
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Undercover car operation

When a pattern of fraud or abuse 1is revealed through
consumer complaints or an enforcement agency suspects that
a repair facility is violating a State regulation, it may
use an undercover car operation to gather evidence of illegal
activity. In California, undercover car operations are con-=
ducted with a fleet of agency-owned cars that are carefully
inspected and repaired to like-new condition. New auto parts
undergo an aging process and are identified with coded mark-
ings. A known defect is introduced into the vehicle and it
is taken to a suspect repair facility. When repairs are
complete, the agency compares the defect with the diagnosis
and the invoice showing the actual parts replaced and labor
performed.

California's Bureau of Automotive Repair conducted 132
undercover car operations in fiscal years 1977 and 1978; 92
of these confirmed violations. Although costly to undertake,
Bureau officials said undercover runs provide the regulation
deterrence necessary for enforcement of the act.

AVAILABLE REMEDIES AND
PUNISHMENTS VARY AMONG STATES

A number of enforcement tools are available to State and
local authorities dealing with violiations of auto repair leg-
islation. The authority to deny, suspend, or revoke auto
repair facility licenses and registrations is considered to
be one of the most effective methods. Since a facility's
operations may be halted either temporarily or permanently as
a result of this action, facility licensing laws may have a
greater potential for improving the relative position of con-
sumers with respect to auto repair transactions than do laws
which merely permit the imposition of traditional civil and
criminal penalties.

Other provisions include stipulated agreements, finesg,
injunctions, cease and desist orders, and/or jail terms.
For example, in California civil penalties usually filed by
the Attorney General provide for stipulated agreements where
the facility promises to do certain things as an alternative
to prosecution in a criminal action, which might result in
fines and imprisonment. In Massachusetts, the Attorney Gen-
eral may sue for injunctive relief or for restitution to the
injured party. New York's penalties include suspension or
revocation of a facility's license and/or a civil penalty of
$100 for the first offense and $350 for additional offenses. -
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New York officials believe the $350 maximum penalty is too
low to be a deterrent.

THE ENFORCEMENT PROCESS:
A CASE EXAMPLE

Due to numerous complaints about a brake overhaul ad-
vertisement by a large mass merchandiser, California's Bureau
of Automotive Repair conducted a statewide investigation to
contirm violation of its Automotive Repair Act.

The investigation, which took several months to com-
plete, involved the use of undercover cars and a comprehen-
sive study of complaints made by consumers. Fourteen under-
cover operations, conducted at 12 stores within several
counties, identified violations of the act in 9 stores. 1In-
vestigators found violations, such as false statements, fail-
ure to provide a written estimate, failure to provide the
customer with a copy of the invoice, and fraud.

Upon completing the investigation, the Bureau referred
the case to one county district attorney for civil action.
The district attorney referred the remaining cases to the dis-
trict attorneys of the other counties. However, they all
declined to prosecute. Bureau officials told us this was due
to auto repair cases having low prosecution priority. The
first county district attorney was successful in getting a
judgment for $17,600 in penalties and costs against the mass
merchandiser which did not admit to any of the alleged viola-
tions. The remaining portion of the investigation (the other
countiecs) was forwarded by the Bureau to the Attorney General
for civil action. During the, investigation the Attorney Gen-
eral's office received an allegation from one of the mass
merchandiser's shop managers that his superiors were requiring
him and managers at other locations to sell certain repairs
to every customer requiring front end repairs. While in his
opinicn these repairs were worthless and unnecessary, he had
instructions to fire mechanics who did not meet a sales quota.

This investigation resulted in a suit alleging that the
mass merchandiser sold unnecessary repairs, engaged in false
advertising, failed to provide written estimates, and refused
to honor warranties. Without admitting any wrong doing, the
mass merchandiser agreed to pay $100,000 in civil penalties
and costs. Subsequently, the mass merchandiser closed down
its statewide auto repair operation.
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AUTO REPAILR
PECT T6 UNCLEA

officials contacted tended to focus on the

pute solution efforts when discussing the
fective s of thelir auto repailr programs. They point

Lm the large numbers of consumer complaints resolved, the

amount or value of refunds and repair services obtained

through thei stance, and positive feedback from con-

| » details on dispute resolution are dis-

in ‘n(jx VIII.) State officials also believe that

1elir programs have helped to reduce the extent of auto re-

ir problems. However, available data on the various

proqrumk do not show the extent to which they are effective
in i repair problems. Consequently, it is -not clear

re best. Also, we found no evaluation com-
ng States with similar programs or with States
ent approaches.

vvfwj ¢h 43});J

s

amount of evaluation infor-

In commenting on the limitec

‘ficials cited the overall complexity of auto
whxch makes effectiveness evaluations very

diffi : 5o not that the relative newness of some
auto r ir programs and the cost of making evaluations were
also factors.

The a problem is also an important factor. Accurate
comparative data on the extent of repair problems existing
before regulations became effective is not generally avail-
able. Also, consumer complaints, a main source of data, do
not always uurrcla#m with the extent of repair problems.
Consumer can increase while industry compliance
with luces the extent of the problems. This
can hapg 5 are made aware of their rights and
of the availa : stance when problems occur. An-
other compli Jctﬂr is that collecting and reporting
program data among the States.
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CONSUMER EDUCATION

As economists view the auto repair problem, consumers
lack adequate information to let the marketplace operate pro-
perly. Consumers often decide to use a particular repair
facility without knowing very much about the quality or the
price of its service, More important, consumers often lack
the information to determine whether the repairs were neces-
sary and if they were done correctly.

Every group we contacted, from the U.S. Department of
Transportation to the mechanic at the corner service station,
was trying to educate consumers. Their efforts involved a
wide range of topics, used a variety of approaches, and were
ained at different target popuiations.

Our contacts with industry and government officials
did not disclose any evaluations of consumer education ef-
forts dealing with auvto repairs. Also, consumer educators
disagreed about "best™ methods for educating consumers., Some
favored "repetitious irnundation"--bombarding consumers with
essential bits of information, such as the existence of a
State law or the desirability of requesting a written esti-
mate. Others favored giving consumers information only when
it was needed, such as through posters at repair shops.

LACK OF CONSUMER KNOWLEDGE AS A
CAUSE AND CONSUMER EDUCATION AS A
SOLUTION TO AUTO REPAIR PROBLEMS

Our survey of consumer protection officials in State and
local governments and industry representatives confirmed that
consumers are a part of the auto repair problem. When asked
to identify the causes of today's auto repair problems, govern-—
ment and industry officials rated the following as contribut-
ing to a substantial or very great extent:

Govern-—
Cause ment Industry
(percent)
Lack of consumer knowledge 66.9 57.1
Undermaintenance 26.1 65.9
Difficulty in selecting
repair shop 68.1 27.8
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Over 60 percent of officials of both groups also believe
that consumer education will help reduce auto repair prob-
lems substantial or very great extent.

CONSUMER EDUCATION IN GENERAL

sumer education, as we know it today, probably had
is in President Kennedy's 1962 message to the Con-
ing the four rights of consumers:

--The right to safety.
--The right to be informed.
--The right to choose.

--The right to be heard.

President's Consumer Advisory Council, also in 1962,
mended that executive departments and agencies explore
wods of developing and improving programs of consumer
education.

The efforts were formalized in 1972 when the Congress,
recognizing the shortage of "resources for educating and in-
forming ;. about their role as participants in the

ket set up a consumer education grant program in
Off of Education. 1In 1974 the program became the Of-
fice of Consumer Education and in 1975 President Ford added
the fifth consumer right: the right to be educated. 1/

i

FEDERAL ACTIVITIES

The Congress has authorized $145 million for OCE
{through fiscal year 1980) but has only appropriated $14
million (through fiscal year 1979). During its 4 years of
operation, OCE has supported about 245 projects to educate
consumers and teachers and to develop educational materials.
Most of the OCE-funded projects have been designed to provide

1/There is a difference between educating consumers, usually
thought of as classroom or textbook learning with the goal
of changing consumers' behavior, and informing consumers,
usually by distributing pamphlets or through the media.
Howeve we consider both as consumer education because
both /e the same goal--making the consumer a better par-

ticipant in the marketplace.
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general consumer education to a wide range of target popula-
tions. Some of the projects list consumers' problems with
auto repairs as one of the topics to be covered, but only five
projects have dealt specifically with auto repair.

The first project, a grant awarded in fiscal year 1977
to a private organization, was to provide trainers with suf-
ficient information to develop classes in "Preventive Main-
tenance and Auto Repair" and to provide those who advise con-
sumers with simplified technical information and sufficient
expertise to improve their service. OCE contracted with the
same group in fiscal year 1978 to provide technical assistance
to 8 to 10 other OCE grantees, for training sessions in auto-
motive marketplace decisions, using the materials developed
with the 1977 grant. 1In fiscal year 1978, OCE awarded a con-
tract to a Chicago advertising agency to develop public serv-
ice announcements for radio. One of the announcements con-
cerned auto repairs; it advises consumers to ask the repair
facility for a written estimate before authorizing the repair.
OCE has distributed the announcements to about 6,000 radio
stations around the country.

The two other projects were funded in fiscal year 1979.
One grantee is to develop a glove-compartment sized "automobile
owner's survival manual" which will include "everything an en-—
lightened consumer needs to know about auto maintenance, re-
pair, and purchasing." The other grantee is to develop, test,
and disseminate three 50-minute learning modules for use with
driving age high school students. One of the modules is to
cover how consumers can protect themselves against unnecessary
or improper auto repairs.

Several Federal agencies distribute educational materials
on auto repair directly to consumers. The Federal Consumer
Information Center (CIC) in Pueblo, Colorado, has several
publications; the Department of Transportation and its Na-
tional Highway Traffic Safety Administration have a few: and
the Environmental Protection Agency has some that relate to
the car's emission system. The following table describes
these publications:
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Consumer Education Materials Published by Federal Agencies

Agency

CIo

CIC

CIC

DOT

DOT

NHTSA

EPA

EPA

EPA

The Backyard Mechanic
(Vol. I) (note a)

The Backyard Mechanic
(Vol. II) (note a)

Car Care and Service
(note a)

Consumer Problems with
Auto Repair-—Fact Sheet
June 1978

Tips on Car Care and
safety for Deaf Drivers

wal

July 1975

Auto Repair and Main-
tenance: A Program to
Reduce Consumer Loss
May 1978 (note b)

Mechanics...A New Law
Affects You
Novenber 1977

Do You Own a Car?
January 1978

Information Document on
Automobile Fmissions,
Inspection

and Maintenence Program
February 1978 (note ¢)

Description

How to inspect your car for repairs;
various do-it-yourself maintenance
items.

More involved do-it-yourself main-
tenance items.

How to recognize symptoms of common
problems; tips on working with your
mechanic.

Description of problems and various
State and industry approaches.

Signs of car trouble and what to do.

Analysis of the problem and a
description of alternative action
programs for reducing losses.

Restrictions on tampering with a
car's emission system.

Restrictions on tampering with a
car's emission system.

Processes, procedures, and methods
to reduce or control.emissions
through inspection and maintenance
programs.

a/CIC charges for these publications.

b/Although NHTSA lists this as a publication for consumers, the report
was written by a NHTSA task force as a technical report.

¢/Blthough this is listed as a consumer publication, section 108(£)(1)
(A) (i) of the Clean Air Act, as amended, reguired EPA to prepare
it for "appropriate Federal agencies, States, and air pollution
control agencies,”

71



APPENDIX V APPENDIX V

EPA has also supported others' development of consumer
education publications. For example, EPA and the American
Lung Association put out a pamphlet urging motorists to have
their cars' exhausts checked.

STATE ACTIVITIES

Some States we reviewed were actively educating con-
sumers about their rights and responsibilities under various
State laws. In Michigan, for example, the Bureau of Automo-
tive Regulation published an information leaflet on consumers'
rights and distributed 6-1/2 million copies, mainly with
vehicle registration mailings. The Bureau has placed posters
in public buildings throughout the State, and Bureau officials
have explained the State's auto repair law on television and
radio and before industry and consumer groups. The Michigan
law requires repair facilities to display a sign in the
cashier area and at each location where customer service
orders are written, informing customers of basic rights under
the law and providing the Bureau's address and phone number.

OTHER ACTIVITIES

Private industry and national organizations also contrib-
ute to the wealth of information available to consumers.
Owner's manuals can help consumers discover that what appears
to be a major problem may be something they can correct them—
selves. The Council of Better Business Bureaus publishes a
comprehensive booklet, "Tips on Car Repair." The Automotive
Information Council has a pamphlet suggesting ways for con-
sumers to communicate more effectively with their mechanics.
Shell 0il Company's series of "answer books" includes pam-
phlets on car repair shopping, emergency repairs, and tuneups.
The Automobile Club of Southern California sponsors car care
classes to educate consumers about car operation and main-
tenance. And the list goes on...

LACK OF CONSISTENCY IN
EDUCATIONAL MATERIAL

The extent of information that educational material gives
to consumers varies. We reviewed the advice of six pamphlets
on how to select a repair shop. About 12 different tips were
offered all together but only 2 of these tips were included
in all 6 pamphlets: talk to your friends, neighbors, or co-
workers to determine the shop's reputation; and check to see
if the shop employs certified mechanics. The following chart
illustrates this point:
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Consumer Advice on How To Select a Repair Shop

"2

1. Check reputation with
friends, neighbors,
etc.

2. Check for certified
mechanics

3. Match the type of
facility to the type
of repair

4, Determine if shop gives
written estimates

5. Check with BBBR for
complaints against shop

6. Check for experienced
mechanics

7. Check for proper equip-
ment

8. Check for neatness

9, Consider convenience
(close to home, etc.)

10. Determine if shop gives
written guarantees

11. Determine if shop uses
flat-rate manuals

12. Check for a facility
approval or evaluation
guide

LEGEND :

BRB--Better Business Bureau, "Tips on Car Repair."

BBB Shell CES
X X X
X X X
X X

X
X X
X
X X
X X
X
X

ct

X X
X X
b4
X
X
X X
X
X
X
X

Shell--Shell 0il Co. answer book #8 "The Car Repair Shopping Book. "

CES--Cooperative Extension Service of the Northeastern States,

"Auto Repairs."

. . n e
CT--Connecticut Governors Consumer Advisory Council, "Auto Repalrs:

The Case of a Traveler."

AOAC——Automobile Owners' Action Council, Monograph 35, "Problems
and Solutions Involved in Preventive Maintenance and Auto-

mobile Repairs.”

AIC--Autamotive Information Council, "Handbook for Autcmpblle
Maintenance" and "Communicate with Your Mechanic and

Save."
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VALUE AND EFFECT OF CONSUMER EDUCATION

Regardless of the range and variety of consumer educa-
tion materials and approaches, the effectiveness of any con-
sumer education project is whether the target population be-
comes better educated.

None of the people we spoke with were aware of any such
evaluations for consumer education efforts dealing with auto
repairs. An OCE official told us that even though OCE grants
require the grantees to evaluate their projects, such evalua-
tions concern whether the material was developed or distrib-
uted as planned, not whether the material had any effect on
consumers.

Our discussions with consumer educators produced little
consensus about "best" methods for educating consumers about
auto repairs. Some favored "repetitious innundation"--
bombarding consumers with essential bits of information, such
as the existence of a State law or the desirability of re-
questing a written estimate. Others favored giving consumers
information only when it was needed, such as through posters
at repair shops. Yet, making the information available
doesn't assure that consumers will use it. An official of
one of the auto manufacturers has stated, somewhat tongue-
in-cheek, that the automobile industry is the largest
publisher of unread literature in the world.

Some educators favored television and radio as the best
media for communicating with consumers but others recognized
that the costs of such communications are usually prohibi-
tive. One study done for the Consumer Product Safety Commis-
sion concluded that an intensive, interpersonal, community-
based outreach program was effective, while media-only ef-
forts had no noticeable effect on the target groups.
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SHOP RATING SYSTEMS DESIGNED TO HELP

CONSUMERS SELECT REPAIR FACILITIES

When consumers need auto repailr services, they have
>lect a repair facility. In many cases, data upon
to make an informed decision are unavailable. In
empt to remedy this situation, shop rating systems
implemented or proposed. While these systems use
nethods to rate auto repalr shops, their common
srovide the consumer with meaningful data for
repair facility.

:se systems believe that consumers pro-
lata are more likely to obtain consistent and

to adopt the standards and practices of the rated shops, thus
rading » repair industry as a whole. Critics believe

at rating systems tend to discriminate against small repair

shops and keeping the systems updated would be difficult.

WASHINGTON CENTER FOR

THE STUDY OF SERVICES
Direct polling of consumers is the approach used in the

metropolitan Washington, D.C., area by the Washington Center
for the Study of Services. The Center published a 1976 guide
for auto repair services and a 1978 update. Shops were rated
by returns of about 70,000 questionnaires sent to its members
and local subscribers of a leading consumer magazine. Of
about 1,600 repair shops which were mentioned by respondents
in the metropolitan Washington, D.C., area, 212 were fully

rat (at least 10 consumer responses). A smaller number of
sl , with positive but statistically too few responses to

evaluate, were listed as having potential for providing
quality service. The Center claims the shops it rated per-
form 60 to 65 percent of auto repairs in the survey area. A
system to allow smaller shops which did not receive enough re-
sponses for rating to voluntarily provide access to invoices
for random polling is being considered.

Consumer response data presented on rated shops include,
among other factors, overall performance, doing work properly
on the first try, and starting and completing work promptly.
In addition, the Center presents other information including:
yer of complaints on file at local government consumer af-




APPENDIX VI APPENDIX

Institute of Automotive Service Excellence compared to the
total number of mechanics, and shops' hourly labor rate.
Shop rating information was disseminated through subscrip-
tion and newsgstand sales of guides (about 25,000 copies) and
copieg provided to libraries and public and government in-
stitutions.

The Center claims a nationwide system covering medium
and large cities would reach half the country's population
and cost less than $3.5 million annually. For Washington,
D.C., one system under consideration would cost about
$100,000 annually.

AMERICAN AUTOMOBILE ASSOCIATION'S
APPROVED AUTO REPAIR SERVICES PROGRAM

A different approach, en repair shops, is
presently being used by affiliates of the American Automobile
Association in Washington, D.C., and in parts of Florida,
California, Texas, Wisconsin, Kentucky, Maryland, and Min-
nesota. The Approved Auto Repair Services program is being
expanded to AAA affiliates in other areas of the country.
While there are minor differences among affiliates' programs,
the Automobile Club of Southern California (ACSC) program
for approved repair shops is typical.

The ACSC Approved Auto Repair Services program is
voluntary and available to any interested "full service"
repair facility (unlike other AAA programs which include
specialty shops) which can meet program standards and condi-
tions. Qualified shops may display an "AAA approved" logo
on their premises or in their advertising. ACSC will not
refer members to specific participating repair facilities
or set prices to be charged for repairs.

Participating shops must meet stringent contract provi-
sions. These include, among other requirements, guarantee of
repair work for 90 days or 4,000 miles, standards for shop
equipment and tools, employment of at least one certified me-
chanic for each area of service offered, a training program
for keeping employees up to date on new automotive systems,
satisfactory community reputation and financial standing, and
insurance acceptable to the Club.

In addition to other contract provisions, each approved

auto repair service facility is required to agree to the
designation of Club automotive experts as the arbitrator when
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of repairs, arises between an ap-
menber. {The Club does not arbi-

“1ub

agree to accept the decision cf
, and where deemed to be at fault,
at no additional cost or to re-
Arbitration is not binding on mem-

g shown they generally accept the

i ing shops are subject to
inspections and can be dropped from the pro-

Ine mﬂ
‘?h0u<}

,pof”

mnﬂ

gram within 10 days' notice without cause, and 1 day's notice
with cause.

11ls are considering a statewide

n to be administered by
"It would be similar to the
unn sring sheps to advertise
ing stringent program standards. 1In
contractually agree to guarantee re-

“ > bond, and abide by Bureau complaint
commendations.

res Ol\lt!LWl re

SHOP RATING SYSTEMS HAVE
RECEIVED MIXED REVIEWS

ms we reviewed have received both
praise and criticism. The AAA and the Washington Center
claim their stems are highly effective and accepted by
consumers. A summary of consumer responses (from January 1976
to June 1979) to thr Axn affiliates’ Approved Auto Repair
Loe progrnm o vled about 96 percent of the customers
1 with ¢ irs and services and would return to
facility for future service work. The Washing-
-ts that, among their top-rated repair facili-
‘ "blg,” "substantial," or "valuable"
sus iness volume.

The shop rating syste

shop rating systems include their
ainst small shops (not being able
standards because of a lack of equip-
than full service, or receiving too
statistical survey), and the difficulty

‘ stinctions among repair facilities

and ke f ng$‘upwt0wd“"; (California, New York, and
Michige v example, have about 33,000, 24,500, and 13,000
reoqis ok; facilities, respectively.) According to

an 1mﬁuffry nffxﬂia}, ating systems might lead to higher
repair charges if these systems he equipment and facility
requirements that do not add to the qguality of repairs.
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DIAGNOSTIC CENTERS--AN IDEA

WHICH HAS YET TO CATCH ON

The concept of diagnostic inspection--providing motorists
with a comprehensive check on their vehicle's operating con-
dition separately from repair work--is not new. 1t grew in
private industry during the 1960s and apparently has declined
during the 1970s. In addition to the repair industry, some
affiliates of the American Automobile Association are involved
in either operation of their own diagnostic inspection centers
or approval of private diagnostic centers.

Federal support of the diagnostic center concept began
in 1972 under title III of the Motor Vehicle Information and
Cost Saving Act. The demonstration projects funded by the
act showed promising results for reducing auto repair prob-
lems, particularly the idea of having an inspection system
addressing several inspection areas including vehicle safety,
fuel economy, and emission control. While project results
were favorable, it is significant to note that none of the
States sponsoring the projects currently provide funds to
support formal, public diagnostic inspection centers in-
dependent of repair facilities.

Many State officials contacted through our guestionnaire
believe that independent diagnostic centers could substan-
tially help reduce auto repair problems. However, in per-
sonal contacts, several Stateg' officials expressed concern
about the high costs involved with establishing such centers.
This concern indicates that funding will be a major obstacle
to State development of such centers. Industry groups gener-
ally expressed negative comments about independent diagnostic
centers, citing a variety of factors including high costs and
a shortage of skilled mechanics.

The National Highway Traffic Safety Administration
supports the independent diagnostic center concept and is
currently conducting and planning efforts to evaluate and
develop practical ways for States, local governments, and
consumer groups to finance diagnostic centers. NHTSA also
plans to analyze other issues related to diagnosing vehicle
problems.

WHAT IS A DIAGNOSTIC INSPECTION?

While repair facilities typically use a variety of diag-
nostic equipment to repair autos, some automotive facilities
provide a special service known as a diagnostic inspection.
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A diagnostic inspection.provides a comprehensive check of a
vehicle's operating condition including identification of
problem areas and their causes. The diagnostic inspection,
typically costing the consumer about $20 to $30, is made in
facilities containing an extensive set of automotive test
equipment. Diagnostic inspectors use this equipment to

check major vehicle systems, such as brakes, steering, sus-
pension, tires and wheels, engine, electrical, and some
general items. The photographs on the next page show a piece
of engine analysis equipment and the lavout of a lane at the
University of Alabama's Auto Check facility used in a Federal
diagnostic inspection project (see p. 88).

Typically, a consumer arrives at the diagnostic center
on an appointment basis and waits in a reception area during
the inspection period. Once completed, the results of the
diagnostic inspection are explained to the consumer. The
following pages show examples of the forms used for this
purpose by the University of Alabama during its diagnostic
inspection project. The first form shows the items and sys-
tems inspected while the second provides the results in a
simpler format for consumer use in contacts with repair
facilities.,

A basic objective of diagnostic inspection is that con-
sumers supplied with precise information on their vehicle's
repair needs are more likely to avoid faulty or unnecessary
repairs and thereby reduce their repair costs. Underlying
this objective is the recognition that today's automocbiles
are a highly complex combination of electronics, hydraulics,
mechanical, and other related systems containing about
15,000 parts, of which about 5,000 are moving parts. With

mechanics, diagnosing the causes of vehicle repair problems
is often difficult for the repair industry. Thus, diagnostic
inspection information is a communication aid that can be
beneficial to both consumers and the repair facilities.

APPARENT DECLINE IN PRIVATE DIAGNOSTIC CENTERS

Automobile diagnostic centers, increasing in number
during the 1960s, appear to have decreased in the 1970s. By
1970 about 500 private diagnostic centers were in operation,
according to a survey done by "Motor Age," a publication of
Chilton Publications. Most of these centers also provided
repairs or repair parts, in addition to diagnostic inspection
services. We were unable to obtain a current estimate, but
discussions with some officials in and familiar with the in-
dustry indicate that the number of private diagnostic centers
is below the 1970 total.
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STATION 1

‘&a h‘nnwik DYV‘L;M}W”N&Q&,

ONE OF THREE INSPECTION LANES AT THE AUTOCHECK FACILITY.
PHOTOGRAPH COURTESY OF UNIVERSITY OF ALABAMA AT HUNSTVILLE

AUTOCHECK INSPECTORS DEMONSTRATE THE USE OF AN ENGINE ANALYZER
PHOTOGRAPH COURTESY OF UNIVEHSITY OF ALABAMA AT HUNSTVILLE
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st nor the automotive repair industry
in dlmqnwsria centers that also make re-
s and other related products, according to
issourl officials. This observation was
i on 10 years of experience operating
gnostic centers. They observed

n the St. Louls area, a significant
business, advertised, promoted heavily,
business. An official of the Automobile
‘iﬁmrnia has observed a decline in the
,ﬂm‘tiv ﬁt@rﬂ jn Southern California

5 as a major reason
nce whuru a dlaqnostxc center with 22 bays
profitable to close the operation and
nk.

C

one in
it

nrovided a different explanation for

in private diagnostic centers. The

h manufactures automotive diagnostic
wctive in supplying diagnostic centers

on this experience, a company official
resulted from the public's unwillingness
without also receiving some repair work.

APPROVAL OF

1w O ffiliated auto clubs operate independent diag-
nostic c g, and on i lub approval for private

ﬁlnq its standards. These
HquHD flc gservices to Club members and
the general public. Though the types of
vide diagnostic inspection differ, Club
‘e that each is well accepted by Club

diagnc
centers

; hile Club of Missouri operates two diagnostic
cent 5 'hie t“‘w located in St. Louis and Kansas City,

have for 12 years and 5 years, respectively.
The Club thﬁ centers as a service to its members,

ﬁutomobjlﬁ industry, and Federal, State,
: agencies The centers maintain their
pwrformlnq auLomotlvo repairs, endorsing
ame products, nor recommending any spe-
S The Automobile Club of Missouri, a
ion, tries to recover the centers'
5. However, according to Club offi-
several thousand dollars short of
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operating expenses each year. The charge for a complete
diagnostic inspection in 1978 for members was $22.50, and
$30.50 for other motorists.

The Missouri Club officials believe that independent
automotive diagnostic centers are a practical means of pro-
viding motorists with accurate and unbiased information
about the condition of their automobiles. The centers offer
motorists a complete inspection, system/component inspection,
recheck or post-repalr inspection, and periodic motor vehicle
safety inspection. Their primary objective is to provide
vehicle owners with specific repailr instructions identifying
solutions to existing and potential problems in the order of
their urgency.

The Club concludes that, with this information, motorists
are in a better position to obtain the maintenance and repair
work for safe, economical, and reliable operation of their
cars. Consumers using the Club's diagnostic facility cite
several occasions for obtaining a diagnosis:

~--Before repalrs are scheduled.
~-Before an important trip.

~-After repairs and a chronic malfunction is still
present.

--Before purchase of a used car.

~-Before warranties expire.
--After buying a new car.

The California State Automobile Association operates
two diagnostic centers in Northern California. The centers,
located in San Francisco and San Jose, havé been in operation
for 11 and 5 years, respectively. The centers do not perform
automotive repairs or recommend motorists to any specific
repair facility. The Club members are charged about $28 to
obtain a diagnostic inspection. The charge covers operating
costs only, and does not include the cost of the land and
buildings. Club officials said that both centers have a high
demand, and motorists must wait a minimum of a week to.obtain
a diagnostic inspection.
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@ 1970, the Southern California Automobile Club has
‘ an Approved Diagnostic/Repair program. Under this
pruqram, private facilities may be approved in one of three
forms:

--A center that only offers diagnostic inspections.

~--A center that offers diagnostic inspections and
limited repairs.

-=A center that offers diagnostic inspections and
complete automotive service and repairs.

To qualify, private facilities must have all of the types of
¥ ¢ eguipment %pecified by the Club. If the facility
repair services, it must have the necessary equip-
and “icient number of quaL1f1@d diagnosticians and
mechanics to provide high quality repairs. In addition, the
Club monitors the guality of diagnostic inspections by period-
ically sending undercover vehicles, first checked on its own
diagnostic equipment, through the approved diagnostic centers.

According to a Club official, member usage of the 21 par-
ticipating centers is high. Of these, 11 provide complete
avtomotive ~vice and repairs and 10 provide limited repairs.
None of the participating centers provide diagnostic testing
only. Center participation in the program has remained rela-
tively unchanged over the years and the Club does not see a
trend toward expansion.

DEMONSTRATION DIAGNOSTIC PROJECTS SHOW
POTENTIAL BUT LACK STATE FINANCIAL SUPPORT

Title III of the Motor Vehicle Information and Cost Sav-
ings Act, enacted on October 20, 1972, established a program
to conduct diagnostic inspection demonstration projects. The
act required the Secretary of Transportation to make grants
and provide technical assistance to States for diagnostic
projects. Title III authorized the establishment of 5 to
10 projects, with each project being designed, established,
and operated to conduct emission control inspections and
periodic motor vehicle safety inspections (PMVI).
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Specific objectives of title III included:

"Each project shall provide to the Secretary in-
formation and data relating to the development
of diagnostic testing eguipment designed to
maximize the interchangeability and interface
capability of test equipment and vehicles, and
information, and data relating to the costs and
henefits of such projects, including information
and data relating to vehicle-in-use standards,
vehicle designs which facilitate or hinder in-
spection and repair, the standardization of
diagnostic systems and test equipment, the
capability of the motor vehicle repair industry
to correct diagnosed deficiencies or malfunc-
tions and the costs of such repairs, the rela-
tive costs and benefits of the project, the
efficiency of facility designs employed, rec-
ommendations as to feasible reject levels which
may be employed, in any such project and such
other information and data as the Secretary may
require,”

Background on program operation

NHTSA was delegated the responsibility to provide the
basic support needed to establish uniform criteria and proce-
dures for the design and development of the improved inspec-
tion systems which included emphasis on diagnosis. Private
industry assisted NHTSA in providing the States with tech-
nical assistance.

NHTSA approved demonstration grants to establish diagnos-
tic vehicle inspection centers in Alabama, Arizona, Puerto
Rico, Tennessee, and Washington, D.C. The total Federal funds
expended for the projects was about $12 million. The projects
operated on a voluntary basis, and the inspections were free
to interested motorists. Two States, Alabama and Arizona,
had no mandatory PMVI program, and while the other projects
operated in jurisdictions that had mandatory PMVI programs,
the diagnostic inspections were separate programs. All five
projects operated independently in that they did not provide
repalr services to motorists. The centers received a total
participation of about 66,000 motorists and performed about
125,000 inspections as of June 1976, which was initially
established as the completion date for the projects. Three
of the five projects were given continuing funding to operate
up to September 1, 1977, from the remainder of the original
appropriation.
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s that diagnostic inspections are
ective, and publicly acceptable

Based on the results of the diagnostic demonstration
jects, the Administrator of NHTSA believes that diagnostic
sections are feasible, effective, and publicly accnpt~

e, and a princ ns of providing consumers with in-
formation about the deficiencies of their autos. However,
she also contended that, to be effective and efficient, a
State-administered nationwide vehicle inspection program can
succeed ﬁn]y if it includes vehicle safety, fuel economy,
noise, emission control, and other auto repair needs and if
the inspection facilities are totally separated from the
air industry. Separation from the repair industry would
»r greater public credibility toward the inspection
process.

In October 1977, NHTSA published a report on the results
of the Motor Vehicle Diagnostic Inspection Demonstration
Prmj@ct'. The report shows improvemnnts in the condition of
s ated equipment, emission levels, and fuel economy
aftwr cars were diagnostically inspected. The following is
a brief summary of several major conclusions reached from the
NHTSA demonstration projects:

ion: About 75 percent of the vehicles in

O Y ‘ailed the initial inspection. For brakes

“ lt was found that 36 percent of the cars failed the
1n1t1d1 inspection. On the average, a rejected vehicle
had about three defects. For items considered important
for safety, such as brakes and tires, the failure rates
dropped by half over the life of the program.

Hydrocarbon and carbon monoxide levels de-
p@rcmnt and 12 percent, respectively, in the
¢ program. The vehicle inspection failure rate
for emissions decreased from 23 percent to 10 percent
over a l-year period.

Fuel economy: Gasoline mileage of the diagnosed cars
improvwd by 4.7 percent immediately after performance
of emission repairs, which means, projected nationally,
savings of 1.8 billion gallons of gasoline per year.

Jnnecessary repairs: Analysis of a small sample of re-
pai coeipts from the Alabama project indicated that un-
ary repairs were being performed. The diagnostic

) . suggest a potential for reducing the occurrence
and magnitude of these repairs.
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Consume ‘peacqun: Consumer reaction to the program

was tive. A total of 93 percent of program partici-
pants surveyed said that they would rejoin the program
if offered again. Over 85 percent of the participants
said that the inspection should be required by law and
63 percent said they were willing to pay $10 or more

for diagnostic services.

There is no average cost figure for establishing a typi-
cal independent dAiagnostic facility. A NHTSA official stated
that this was due to potential variations, such as size, de-
sign equipment, and location. Officials at the University of
Alabama at Huntsville estimate that the cost to establish a
three—lane diagnostic center in their State would be about
$250,000 to $300,000.

Huntsville project officials cite positive
benefits and a need for more testing

We visited the federally sponsored diagnostic center
(Auto Check) in Huntsville, Alabama. Auto Check was estab-
lished by the University of Alabama in Huntsville for the
Alabama Office of Highway and Traffic Safety. The original
Federal project grant of about $2.8 million was awarded on
Ooctober 5, 1974, and lasted until June 1, 1976. The Univer-
sity funded the center from June 1, 1976, to December 31,
1976, and received additional Federal funding of about
$200,000 from January 1, 1977, to September 30, 1977. The
center, designed, constructed, and equipped to support the
NHTSA demonstration project, had three diagnostic inspection
lanes. The overall inspection capacity was 228 vehicles in
an 8-hour day. The center served 18,000 motorists and per-
formed about 30,000 inspections.

Auto Check maintained its own computerized data base
for storing all diagnostic inspection results. The data base
provided Auto Check with the capability of conducting a
variety of consumer-related studies based on the Huntsville's
environment and 1968 through 1973 model year vehicles. Some
conclusions about diagnostic motor vehicle inspections made
from this data base by Auto Check officials include:

1. The unnecessary repair rate for the diagnostic cri-
tical systems was reduced in half--from 26 percent
to 13 percent.

2. The annual repair cost savings for only two systems,

brakes and engine, was estimated to be a minimum of
$19 per year.
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3. A mandatory inspection program could reduce accidents
up to about 12 percent over a noninspection environ-
ment. .

4. persons not skilled in auto mechanics can make ex-
cellent diagnostic inspectors. However, lane super-
visors and motorist counselors need to have a good
knowledge of automobiles.

Auto Check officials are confident that diagnostic inspec-
tions are feasible, but believe that additional testing of the
concept is needed. They cited the following limitations of
the demonstration projects:

——The demonstration diagnostic project test data are now
somewhat obsolete because of changes in automobile
design, which include more electronics and more front
wheel drive vehicles. The average model year in the
diagnostic tests was 1971,

—~The diagnostic demonstration test was relatively short,
and more time to see the effect of the centers over
several years is needed.

-~The NHTSA study performed insufficient diagnostic test-
ing in large metropolitan areas and cold weather cli-
mates .

The officials believe that additional testing would further
prove the value of diagnostic inspections and that such test-
ing would be appropriate before the centers are introduced on
a national scale.

A representative of the Chrysler Corporation's Huntsville
Flectronics Division, which provided Auto Check with training,
technical, and general engineering support, expressed mixed
feelings about the independent diagnostic center concept.
While he believes the concept shows good potential, he is not
as confident that results similar to those of the NHTSA study
would be obtained if diagnostic centers were established on
a national scale. 1In addition to the limitations mentioned
by University of Alabama at Huntsville officials, he noted
that the tests were strictly voluntary and no feeg were
charged to motorists. The Chrysler representative also
stated that some motorists with diagnostic information could
obtain better automotive service because the automobile repair
facility may give them special attention by assigning one of
the shop's best mechanics. However, he noted that, if every-
one had a diagnostic report, the automobile repair facility
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might not be able to give such special attention. In con-
trast, NHTSA officials believe that the presence of a high
quality diagnostic center which circulates diagnostic reports
throughout the local repair community helps to upgrade repair
services in the area served.

Title III demonstration projects have
not led to implementation of the

independent diagnostic center concept

Though the demonstration projects showed some positive
results, the five diagnostic inspection centers established
under title III of the act are no longer involved in a formal,
public diagnostic inspection program. However, the University
of Alabama at Huntsville is currently using one of its three
diagnostic lanes to provide diagnostic inspections, for a fee
of $10, as a public service. A proposal is currently under
consideration in Alabama to use all three lanes in a vehicle
inspection program directed at safety and emission control
systems. A University official said that motorists would
receive information similar to that provided under the demon-
stration projects.

The other centers are being used for a variety of pur-
poses. Two of the three centers established in Puerto Rico
are being used by the University of Puerto Rico to train
mechanics. The other is being used by the Municipality of
Bayamon for safety inspections of its vehicles. 1In Arizona,
the diagnostic centers emission analyzers are used in con-
junction with the State's emission control program. The
Tennessee center is being operated by the City of Chattanooga
for periodic motor vehicle safety inspections. The Washing-
ton, D.C., facility is being used for periodic vehicle safety
inspections and some diagnostic inspections of city-owned
vehicles.

Some officials who were involved with-the diagnostic
centers said that the future of State-sponsored diagnostic
inspection centers is not favorable. The basic reasons the
centers ceased diagnostic inspections included lack of State
funding to continue operations and lack of receptivity by
State legislatures.

INDUSTRY GROUPS GENERALLY OPPOSE ESTABLISHING

INDEBENDANT DIAGNOSTIC CENTERS

We obtained industry views on establishing independent
diagnostic centers. Most views were negative for many rea-
sons, such as the large investment cost needed for plant and
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equipment, lack of trained diagnosticians, and a,belief that
problem diagnosis should remain with private industry at
locations where repairs are also provided. Examples of
negative and positive industry comments follow.

The Independent Garage Owners of Massachusetts does not
favor establishing independent diagnostic centers because
of the belief that initial costs would be prohibitive. The
initial capital outlay would include the cost to obtain land,
building, and equipment. The group's director also guestions
whether enough consumers would use the centers to make the
concept financially feasible. Officials of the National
Automobile Dealers Association see a problem with staffing
diagnostic centers with qualified mechanics. These officials
believe that the centers would need many qualified mechanics
at a time when they see a shortage of mechanics. NADA also
believes that if a small portion of the money needed to estab-
lish diagnostic centers was placed into mechanic training,
it would alleviate the training problems of the entire auto-
mobile industry. In addition, NADA officials do not see
diagnostic centers eliminating the problem of misdiagnosis.

The Automotive Parts and Accessories Association believes
that private industry should perform diagnostic inspections
and repairs at the same location. They do not favor separate
diagnostic inspection centers by any level of government.

They believe that separation of repair and diagnosis would
create additional inconveniences for the motorist because of
traveling back and forth between the diagnostic center and
the repair facility.

In contrast with some industry groups, the Automotive
Service Councils, representing about 5,000 independent repair
shops in 44 States, favors a nationwide diagnostic inspection
program. Its position is based, in part, on its observation
that the rapid rate of new technology and the shortage of
skilled mechanics will result in more auto repair problems
and an increasing amount of consumer complaints in the years
ahead. The Council estimates the capital outlay at about
$1.5 billion to establish a comprehensive nationwide diag-
nostic system, and that over the long run consumer benefits
would well exceed this cost and the estimated annual operat-
ing costs of $800 million. The Council believes such a system
would include support from private industry, States, and the
Federal Government.
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STATE VIEWS REFLECT CONCERN
ABOUT DIAGNO STIC CENTER COSTS

In response to our guestionnaire, most State officials
believe that independent diagnostic centers would help reduce
auto repair problems. Specifically, 75 percent of the State
officials responding believed that the centers would help to
a moderate, substantial, or very great extent.

In personal contacts, however, several State officials
expressed considerable concern about the high costs involved
in establishing diagnostic centers. A Michigan official be-
lieves that the costs would be too high to make them feasible
in that State. A Rhode Island official believes they could
be feasible, provided the Federal Government helped fund the
startup costs.

Wisconsin does not currently operate diagnostic inspec-
tion centers, but the State's Department of Transportation
studied ildgno>tlc inspections as an alternative to periodic
mandatory vehicle inspections during the late 1960s and early
1970s. Proposals were developed on the basis of the study for
a network of State-established diagnostic inspection facili-
ties. Based on one proposal, the State estimated annual

operating costs at about $9.5 million and the number of em-
ployees at about 1,100. Recovery of center costs would have
been achieved by charq1nq motorists a $5.31 fee per vehicle.

The proposals to establish the centers, however, were
never acted upon by the State legislature. According to one
State official, the legislators viewed inspections of vehicles
as an imposition on consumers, with little benefit. In addi-
tion, a State official noted that establishing diagnostic
facilities lacked support by the Governor because of high
startup costs and the need to place about 1,100 staff on the
State payroll, even though the costs of the program would be
recovered by user fees. ’

NHTSA IS CONTINUING ITS
ANALYSIS OF DIAGNOSTIC CENTERS

The Administrator of NHTSA believes the Federal role in
diagnostic inspection is suggesting ways for States and
localities to find the capital to put diagnostic inspection
stations in place and recommending useful diagnostic models
for States to follow. Consequently, NHTSA is conducting and
planning efforts to compile, analyze, and document a practical
set of alternatives so that States and local governments or
consumer groups can make unbiased automobile diagnostic
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available to motorists. The evaluation will
.al features of operation, including facility

iral considerations, eguipment requirements,
jures and sequences, ordganization, personnel,

ProCe
and cc

NHTSA will also study and recommend ways to finance the
centers. The study will address the implementation costs
for various alternative types of combined vehicle inspection
and maintenance programs which include safety, emissions and
ned inspections, and fuel and maintenance economy. The
11 also examine funding possibilities and financing
and evaluate existing diagnostic programs and services.

NHTSA will also evaluate the trade-offs between providing

more d ynostic equipment built into new automobiles versus
moy e ated and versatile diagnostic equipment for the

sophistic
ir and service industry. NHTSA will assess the auto-
engine and safety components and control systems,

and the character s and availability of suitable sensors
and computer ulipment .

NHTSA will work with States that plan to expand their

: - vehicle inspection programs, which includes

ntrol testing, to obtain information concerning
and problems. One of EPA's requirements for
ivate repair facilities in their vehicle
sting program is to provide motorists with a
sferce lane in cases where the owner disagrees with the

: In the States where the referee lanes are established,
NHTSA believ that it may be useful to perform emission,
noise and fu economy inspections, and to provide diagnos-
tic inf on for motorists. NHTSA has selected sites in
i and Florida to gather information about referee
lane startup costs and problems. The startup cost infor-
mation and problems experienced from the two projects will
documented and provided to States contemplating such
Hansions .
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MORE ANALYSIS IS NEEDED TO DETERMINE WHICH

DISPUTE RESOLUTION APPROACHES WORK BEST

Consumer dissatisfaction with auto repairs has created
a demand for quick, effective, and inexpensive dispute res-
olution mechanisms, In response, States, consumer groups,
and the automotive industry established a variety of ap-
proaches to help consumers with auto disputes, which are
among the most difficult to resolve. While these programs
help many consumers, their effectiveness is hampered because
they have weaknesses in one or more areas, such as lack of
enforcement authority, limited staff and resources, inability
to provide consumer redress, or limited availability or ap-
plicability. In addition, legal alternatives can be too ex-
pensive and/or time consuming. Most State and local govern-
ment officials responding to our questionnaire indicated
that improved dispute resolution efforts would help reduce
auto repair problems to a substantial or very great extent.
But, there is a lack of information showing which types of
programs are most successful in resolving consumer auto re-
pair disputes.

STATE PROGRAMS VARY BUT
PRIMARILY RELY ON MEDIATION

State complaint handling activities provide consumers
with information on their legal rights and serve as a forum
for airing consumer problems. They also provide State agen-
cies with information on complaint trends and the need for
law enforcement actions. Some States use radio and televi-
sion advertisements, information pamphlets, posters in re-
pair shops, and general mailings to licensed drivers or
auto registrants to publicize their programs. Advertising
focuses on making consumers aware of the State program
and how to cont.ct the agency if they have a complaint.

Procedures to handle consumer complaints are not
standardized among the States reviewed. Some States allow
the immediate recording of complaints received over the
telephone while others require consumers to submit complaints
in writing.

Each of the seven States reviewed use some form of
mediation to resolve disputes. However, most of these States
first suggest that consumers contact the repair facilities
to resolve the dispute. If the consumer is unsuccessful,
State officials attempt to mediate the dispute. Mediation

94



IDIX VIIX APPENDIX VIII

is a process whereby a third party intervenes tq reconcile
the di rences between the consumer and the business and
tries to obtain a settlement. If mediation fails, States
generally refer the consumer to small c¢laims court,

Differences in State dispute resolution approaches
include organizational structure, staff size and experience,
and extent of auto repair legislation. While some States
have established a separate auto repair unit, use investiga-
tors previously employed as mechanics, and can rely on spe-
cific auto repair legislation, other States handle dispute
resolution in an agency using staff responsible for a wide
variety of consumer problems and/or have no special auto
repair legislation,

Massachusetts

In Massachusetts, the Consumer Protection Division of
the Attorney General's Public Protection Bureau is the State
regulatory agency responsible for enforcing the auto repair
regulations. Auto repair, however, is 7just one of many
consumer complaint categories handled by the Division staff.
Accordingly, no staff members are specifically responsible
for handling auto repair complaints.

The Department of the Attorney General encourages the
formation of local consumer groups throughout the State. In
1978 there were 30 such groups in operation. The State
established a $200,000 fund to supplement local funding and
volunteer efforts of these groups. Local consumer groups
ease the caseload of the Consumer Protection Division by
mediating consumer complaints referred to them by the Divi-
sion.

The Consumer Protection Division mediates those con-
sumer complaints that cannot be referred to a local consumer
group and those complaints referred but unsuccessfully
mediated. The Division employs on a part-—time basis about
100 volunteer college students to mediate consumer disputes.
For example, a Massachusetts consumer complained to the
Division that she was given an estimate of $80 to $95, but
charged $117 for a brake repair. The Division mediated the
complaint by contacting the owner of the repair facility
which agreed to refund the $22 difference.

If Division mediation is unsuccessful and there are no
similar violations, the Division will suggest the consumer
seek a private attorney or consider small claims court. For
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example, a Massachusetts consumer brought his vehicle to a
facility for repair of a leaky radiator, which the facility
estimated would cost $35 to $75. Subseguently, the consumer
was charged $175 for radiator replacement which the consumer
tatoed he did not authorize. The consumer then filed a com-
plaint with the Consumer Protection Division seeking a re-
fund. fThe Division attempted to mediate the dispute, but the
facility refused to refund any money. The Division closed
the case by referring the consumer to small claims court.
The Division will generally take further action (sue the
repair facility) only if there is a pattern of fraud or un-
fair and deceptive practices.

A Division official estimated that of the 15,000 com-—
plaints received annually about 40 to 50 percent are automo-
bile repair-related. He also stated that because of their
complexity, the auto repair resolution rate is lower than
for other consumer disputes (50 percent versus 70 percent) .
Division officials noted that staff and resource limitations
restrict their auto repair involvement but believed they are
doing a good job, considering the large size of the problem.

Michigan

The principal agency responsible for handling consumer
auto repair complaints in Michigan is the Bureau of Automotive
Regulation. The Bureau's field investigative staff of about
30 members is composed equally of ex-police and ex—auto me-
chanics. The investigator mechanics are required to pass the
State's mechanic certification tests and the National Insti-
tute of Automotive Service Excellence mechanic certification
tests. (See appendix IX for further detail on these tests.)

The Bureau's authority under the Motor Vehicle Service
and Repair Act of 1974 was not fully enforceable until
November 1978. The Bureau receives, investigates, and medi-
ates complaints and reviews cases in an administrative
hearing. The Bureau tries to resolve consumer disputes on
a voluntary basis through mediation. In cases involving a
violation of the act, the facility may agree to a voluntary
settlement, including consumer redress, or have the case
prescented in an administrative hearing. If the hearing of-
ficer's decision goes against the facility, it may have its
registration suspended or revoked.

Because the act has only been fully in effect since No-
vember 1978, Bureau officials state they have not been able to
adequately assess the effectiveness of its dispute resolution
nrocess. But Bureau officials do believe their staff is suffi-
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1it, and an oil leak developed which had not been observed
previously. This condition persisted, even though the con-
suer returned the vehicle to the facility several times and
the shop spent 11 days trying to repair it. The administra-
tive law judge determined that the repair facility failed to
perform guality work, overcharged the consumer, and performed
unauthorized repairs. Although the repair shop was penalized
for these violations, the judge did not have the authority

to order the facility to refund her money. Division offi-
cials stated that legislation had been proposed that would
authorize the judges to award consumer redress.

From April 1, 1978, to March 31, 1979, the Division re-
corded the following statistics:

Complaints related to practices
covered by State law Complaints

No action {(consumer did not cooperate

or had no basis for the complaint) 1,232
Resolved centrally 2,014
Sent for investigation 4,025

Total 7,271
Action involving shops (after
field investigation) Actions
No action 1,381
Warnings issued 1,304
Hearings recommended 539
Total 3,224

Action for consumers Cases

Money returned 730 ($160,380)
Vehicles re-repaired 438
Total 1,168

The Division has no written evaluation demonstrating
the extent of program effectiveness. However, Division of-
ficials do examine operating results: complaints processed,
disputes resolved, money refunded, vehicles re-repaired, and
actions taken against repair facilities. Division officials
believe they are achieving positive results by helping
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rheir auto repair disputes and are reduc-—
use by enforcing State auto repair laws.

ronsume
ing &

California established its Bureau of Automotive Repair
w071 Whn HurLuu'q principal duties are registering auto
é ities, protecting consumers, handling complaints,
laws. The Bureau assists consumers by
ints, negotiating settlements, and investi-

the California Automotive Repair Act.
taff assigned to auto repair activities.

Thv Bu 1l
It (mp1uy generalists to handle and process consumer com-

inquiries, and personnel with auto mechanic ex-

plain
stigate complaints.

perience to inve

sau's objectives are to resolve at least 50 per-
complaints handled to the consumers' satisfaction.
1978, about 2,200 consumers responded to the
YT 1flsfactlon survey. Fifty-three percent

"5 1nd1cdted they were satlafled with the

31, handling of their complaints and 80 percent said

thry wou Ld the Bureau's services again.

The

C'F‘l’"lt

e

Dnrinw fiscal years 1977 and 1978 the Bureau recorded
the following statistics:
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7/77 7/76
to to
6/78 6/77
Complaints received 26,660 27,472
Complaints closed related to
auto repair problems covered
by State law:
Refund/adjustment
Rework
Nonmonetary settlement
Refer and/or cooperate with
another agency 5,516 3,080
Refer for disciplinary action 31 77
Complaint registered/withdrawn 1,105 1,838
Subtotal ' 12,151 11,550
Complaints closed related to
problems not covered by State
law:
Refund/adjustment 841 816
Rework 605 757
Nonmonetary settlement 114 476
Refer and/or cooperate with
another agency 5,454 5,036
bata recorded 4,554 7,177
Complaint registered/withrawn 1,837 1,469
Subtotal 13,405 15,731
Total closures 25,556 27,281
Results of complaint closures
Monetary settlement of repair-
related complaints:
Total amount in dispute $2,992,281 $2,416,380
Total amount of refund/
ad justment/rework $658,864 $799,155

Unsatisfactory or faulty repair work--the number one complaint
received by the Bureau--is not specifically addressed by the
act and is considered by Bureau officials to be "non-juris-
dictional."” The Bureau attempts to mediate disputes in-
volving unsatisfactory or faulty repair work, but if it is

not resolved, the Bureau refers the consumer to small claims
court.
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The Department of Agriculture's Consumer Protection
Division resolves auto repair disputes, other than warranty
complaints which are handled by the Department of Transporta-
tion, through mediation. When mediation is unsuccessful,
the Division refers consumers to small claims courts to re-
cover their losses and, if warranted, may also refer the
case to the Department of Justice for criminal action. Dur-
ing 1978 the Division received about 1,400 auto-related
complaints. Information on the number of complaints resolved
was not available, but a Division official noted they re-
covered about $11,000 for consumers.

Rhode Island

The Consumer Protection Division of the Department of
the Attorney General is the primary agency for resolving con—
sumer auto repair disputes. In 1978 the Division received
about 1,100 auto repair complaints and obtained cash or
value for consumers in about one-third of those cases. The
Division relies primarily upon mediation to resolve disputes.
If mediation fails, the Division takes formal action only
if a pattern of fraud or unfair and deceptive practices
exists against that facility. The Rhode Island Consumers'
Council and the Rhode Island Department of Business Regula-
tion also assist consumers with auto repair disputes. A
Council official estimated that it received about 75 to 80
auto repair complaints in 1978 and helped resolve most of
them. The Auto Body Division of the Department of Business
Regulation in 1978 received and resolved 71 consumer com-
plaints.

The Department of the Attorney General attempts to re-
solve consumer disputes.through mediation. If mediation is
unsuccessful, the Department generally suggests other alterna-
tives, such as small claims court. In 1978 the Department
received about 400 auto repair complaints, but information
on the number of auto complaints resolved was not available.

INDUSTRY TAKES A STEP IN THE RIGHT DIRECTION

The automotive industry has taken some measures to re-
solve auto-related disputes. Domestic auto manufacturers
have begun dispute settlement mechanisms and the National
Automobile Dealers Association has had a similar mechanism
for over 6 years. These mechanisms use a form of arbitration
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whereby the consumer and dealer and/or manufacturer present
their dispute te a third party for resolution. The decision
is binding on the industry member and, in some cases, it is
also binding on the consumer. Although these programs are
somewhat limited considering the universe of auto repairs,
they are certainly a step in the right direction.

Auto manufacturers' dispute resolution
programs use arbitration

All four major domestic auto manufacturers use similar
procedures to initially handle consumer complaints. Con-
sumers are first urged to contact the dealer if they have
not done so. Complaints still unresolved are then referred
to a manufacturer's representative for investigation and
mediation. 1In addition, domestic auto manufacturers are
currently experimenting with new dispute resolution mech~
anisms.

In September 1977 Ford Motor Company established its
pilot dispute resolution program in North Carolina to re-
solve disputes between consumers and Ford or its dealers.
Ford's program uses a panel consisting of two dealers and
three consumers who are public consumer officials, community
leaders, consumer advocates, or educators. The panel's de-
cision is binding on Ford and/or its dealers, but not on the
consumer.

Ford officials believe their experience with the North
Carolina program was very positive and led them to expand
the program to Oregon, Washington, New Jersey, Marvyland,
Virginia, the District of Columbia, and California. Ford
officials noted that with their expansion, the programs
cover markets representing about 23 percent of their U.S.-
vehicle population. Ford officials also believe that these
programs motivate dealership personnel to take a greater
interest in improving customer relations.

A Ford official stated that consumers filed about 1,600

complaints with Ford panels between September 1977 and August
1979. The panels reviewed 920 cases with the following results:
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i
wWgment against consumer 529
Judgment against Ford 255
Judgnment against dealer 17
Judgment against Ford/dealer 31
Case deferred 88
Total 920

General Mctors Corporation was the second auto manu-
facturer to establish an experimental dispute resolution
mechanism, M began its program in the Minneapolis-St. Paul
area in June 1978, with the assistance of the Better Business
Bureau and t American Arbitration Association. Arbitrators
are chosen from a list prepared by the BBB.

GM has committed itself to binding arbitration with
respect to any issue involving the interpretation or coverage
of the new vehicle warranty. In addition, GM dealers are
of fered the opportunity to use this program for disputes in-
volving service transactions exclusively between the dealer
and the consumer,

A GM official stated that the program received 373 com-—

plaints from 5 inception in 1978 through August 1979. Of

se, 276 disputes were resolved through mediation while 77
sent tc rmal arbitration (the remaining 20 were still
pending). Specific results were not readily available. GM
has expanded the program to Buffalo, San Francisco, Philadel-
phia, and the entire State of Minnesota. The arbitrator's
decision is binding on GM in each of the programs. The de-
cision is not binding on the consumer in the Buffalo and
San Francisco programs, but it is binding on the consumer
in the other programs. GM officials believe that results
of their arbitration programs are encouraging. GM officials
note that ‘tion to the programs has been favorable and
that customers generally have been satisfied with the proc-
ess and, in some cases, were extremely complimentary.

-

i

In March 1979, Chrysler Corporation established a new
arbitration mechanism in Nassau County, New York. Chrysler is
the first auto manufacturer to establish a dispute resolution
program in line with Federal Trade Commission regulations.

FPTC Rule 703 (16 C.F.R. 703) implements section 110 of the
Magnuson-Moss Warranty Act (15 U.S.C. 2310) by establishing
minimum standards for dispute resolution procedures. These
standards include independent panel members to decide disputes,
a deadline of 40 days for resolving disputes, and recordkeep-—
ing requirements that will allow auditors and FTC staff to
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measure the program's success. However, adoption of dispute
resolution mechanisms under the act is strictly voluntary.

Chrysler's arbitration panel was organized with assist-
ance from the Nassau County BBB and consists of five members:
a consumer advocate, a mechanic certified by the National
Institute for Automotive Service Excellence, a representative
of the public, a Chrysler zone office manager, and a Chrysler/
Dodge dealer. Chrysler officials do not vote on panel deci-
sions. Similar to Ford, panel decisions are binding on the
company but not on the consumer. A Chrysler official stated
that, as of December 13, 1979, the panel received 17 com-
plaints, resolved 11 to the consumer's satisfaction, and had
6 pending. Chrysler officials noted that, while it is still
too early to draw any firm conclusions, results look promising.
Chrysler officials believe the program has made everyone try
harder to settle complaints quickly and fairly. Chrysler of-
ficials plan to expand their program to other areas.

American Motors is the only domestic auto manufacturer
that has not developed a dispute resolution mechanism using
an arbitration format. According to AMC officials, however,
they will participate in a program currently being implemented
by the Motor Vehicle Manufacturers Asscciation and the Council
of Better Business Bureaus in Washington, D.C. This program
is intended to resolve disputes with any of the auto manufac-
turers.

National Automobile Dealers Association's
Automotive Consumer Action Panels

The National Automobile Dealers Association (NADA) is
also active in dispute resolution efforts. In 1973 NADA
along with State and local dealer associations established
Automobile Consumer Action Panels (AUTOCAPs) to provide a
swift, accessible, and inexpensive forum for resolving any
sales or service problems consumers may have with participat-
ing member dealers. As of July 1979, there.were 44 AUTOCAPs
across the country.

Until recently AUTOCAP could use either a single member
arbitrator or a committee panel consisting of both dealer
and consumer representatives. In October 1979, however, NADA
announced minimum operating standards for all AUTOCAP programs.
Under the standards, all AUTOCAPs must have mediation panels
composed of both industry and consumer representatives. The
standards stipulate that consumer representation be no less
than 50 percent. In addition, the panel's decisions are now
binding on participating dealers, but will continue to be
nonbinding on consumers.
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A
AUTOCAP staff initially attempt to mediate consumer com-
plaints before they are forwarded to the panel. According to
NADA officials, during 1977 the AUTOCAPs received about 7,000
complaints. Of these, about 5,800 were resolved through medi-
ation and another 900 with panel intervention. Of those re-
maining, 100 could not be resolved and 200 were pending.

AUTOCAPs' effect on the overall auto repair problem is
limited because the program only resolves disputes against
member dealers. Also, a NADA official did not believe it was
likely for the AUTOCAP concept to be expanded to independent
auto repair facilities because of the difficulty that would
be involved in such an organizational effort.

According to NADA officials, one of the most successful
AUTOCAP programs in the country is the Massachusetts AUTOCAP.
The panel is composed of four consumer representatives and
three automobile dealers. The four consumers have a variety
ob experience:

——The consumer affairs adviser to the Speaker of the
Massachusetts House of Representatives who is also
the president of the Massachusetts Association of
Consumners.

—-A lawyer active in consumer issues.

--A former vice president of the Massachusetts Associa-
tion of Consumers.

--A former State representative who was also a past
member of the President's Consumer Council.

From its inception in 1977 to June 18, 1979, the Massa-
chusetts AUTOCAP received about 2,300 written complaints and
resolved about 2,100. About 8 percent of the total cases
reviewed have gone before the panel. The panel decided 60
percent of these cases in the consumers' favor. Not all
AUTOCAPs, however, handle as many complaints as Massachusetts.
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Other industry groups also have
dispute resolution programs

Other industry groups also have systems to resolve con—
sumer disputes. For example, Shell 0il Company tries to re-
solve complaints against its dealers on a case-by-case basis,
as does the Service Station Dealers Association of Michigan,
the Automotive Service Councils, and some chapters of the
Automotive Legislative Council of America.

OTHER GROUPS ALSO PROVIDE ASSISTANCE

In addition to State regulatory agencies and industry
mechanisms, we contacted other groups who also resolve con-
sumer disputes. These included local consumer groups (e.g.,
Boston Consumers' Council and Concerned Consumers League
of Milwaukee), Better Business Bureaus, and American Auto-
mobile Associations. These groups handle a wide range of
consumer complaints and assist consumers by opening lines
of communication, providing information, and where appro-
priate referring them to the proper organizations. These
groups generally have no enforcement authority, and some
are affected by limited staff, restricted membership, or
lack of public awareness.

Most groups contacted estimated they successfully mediate
the majority of all consumer complaints. While mediation can
resolve most disputes involving simple misunderstandings,
more complex problems often require additional efforts or
authority. For example, the Director of the National Associa-
tion of Consumer Agency Administrators noted that consumer
auto repair complaints are among the most difficult to re-
solve.,

The AAA is experimenting with binding arbitration as
part of its Approved Auto Repair Services program. Under
the program's requirements, repair facilities seeking AAA
approval must agree to submit disputes to binding arbitration
and abide by the decisions which are not binding upon the
consumer. The arbitration is only available to AAA members.
As of December 1979, AAA had approved 500 repair facilities
in seven States and the District of Columbia.

LEGAL ALTERNATIVES:
CONSUMERS' LAST RESORT

When third party attempts fail at resolving consumer dis-
putes, consumers are often referred to small claims court.
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small claims courts were developed to provide quick, inex-—
pensive, fair, and effective resolution of smaller civil
claims. Small claims courts, however, have been criticized
by various studies as being ineffective for providing con-
sumer redress. Deficiencies that have been noted include:
(1) some court sessions are inconveniently scheduled, thereby
requiring consumers to miss work and lose income, (2) some
courts are inconveniently located, (3) maximum claim limita-
tions are often too low, and (4) collection of judgments is
frequently difficult. Bringing suit in civil courts also
has its disadvantages.

DESIRABLE FEATURES IN A MODEL AUTO
REPAIR DISPUTE RESOLUTION MECHANISM

From examining existing dispute resolution mechanisms,
we believe the features described below would be desirable
in a model auto repair dispute resolution system. Although
none of the mechanisms reviewed contain all of these features,
it does not mean the mechanisms are ineffective. Statistics
clearly show that existing mechanisms do successfully resolve
many consumer disputes. However, we believe that the effec-
tiveness of existing mechanisms can be substantially improved
and that the confusion, frustration, and dissatisfaction ex-
perienced by many consumers having auto repair disputes can
be reduced. A model auto repair dispute resolution mechanism
should include most of the following features:

--LOow cost to consumers.

--Applicability to all repair facilities.
--Availability in all States.

--Authority to award consumer redress.
--Ability to identify patterns or trends.
--Industry input and participation.
--Periodic evaluations.

Low cost Lo consumers

Of the individual auto repair disputes reviewed, the
amounts involved were generally less than $500. Therefore,
the consumer's cost to resolve these disputes should be kept
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to a minimum. Additionally, low-income consumers more
frequently experience unresolved complaints or disputes than
other groups, according to the Director of the U.S., Office
of Consumer Affairs.

Applicability to all repair facilities

Auto repairs are performed by independent automobile re-
pair shops, service stations, dealerships, retail outlets,
and tire, battery, and accessory stores. Ideally, auto re-
pair resolution mechanisms should be able to resolve consumer
complaints against any of these facilities. While this is
true for many State, local, and independent consumer groups,
formal industry dispute resolution efforts primarily address
new autos.

Availability in all States

A major limitation of the automotive industry's dispute
resolution mechanisms is that they have been available only
in a limited number of States. All consumers having auto
repair disputes should have the opportunity to take advantage
of effective dispute resolution mechanisms.

Authority to award consumer redress

Consumers seeking assistance in resolving auto repair
disputes generally desire either their money returned or
their vehicle repaired properly. Dispute resolution mech-
anisms rendering decisions in the consumers' favor should
have a means to award consumer redress and to get commitment
from repair facilities to abide by the decisions. Without
effective redress provisions, both the consumers' and repair
facilities' time may be wasted.

Ability to identify trends

A dispute resolution mechanism should monitor consumers'
complaints on an overall basis. This information could in-
dicate problem trends or patterns and identify industry prac-
tices needing attention. Thus, in addition to resolving dis-
putes on a case-by-case basis, dispute resolution mechanisms
could help prevent similar disputes from occurring in the
future.
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Industry input and participation

Industry should cooperate with consumers and State of-
ficials in establishing and operating mechanisms to resolve
auto repair disputes. Industry participation also provides
a balancing viewpoint as well as technical expertise to re-
solve some of the more complex disputes.

Periodic evaluations

Periodic evaluations identify program areas needing
lmprovpmont% as well as focusing attention on specific
auto repair problems. Program officials could use informa-
tion, such as consumer surveys, statistical data {including
number and type of complalnts, number resolved, and results
of resolution), followup review of consumer referrals, and
information on repeat violators to assess the program's
effect on the auto repair problem.

THE DISPUTE RESOLUTION ACT: AN ATTEMPT TO
IMPROVE DISPUTE RESOLUTION MECHANISMS

The Congress is currently working on dispute resolutions
through the pxopoqed Dispute Resolution Act (S. 423). The
legislation is based on the findings that, for the majority
of Amorlcana, mechanisms for resolution of disputes involving
consumer goods and services, as well as numerous other types
of disputes involving small amounts of money, are largely
unavailable, inaccessible, ineffective, expensive, or unfair.
Accordingly, the proposed act is intended to

--strengthen dispute resolution mechanisms, including
small claims courts, arbitration, and mediation and

conciliation efforts in the country;

--develop a dispute resolution resource genter to fa-
cilitate the systematic exchange of information con-
cerning the improvement of existing and development
of dispute resolution mechanisms;

-~gurvey existing systems to help determine what
mechanisms have been effective and ineffective
in the past; and

~-provide modest levels of financial assistance to

strengthen existing systems and to develop new dis-
pute resolution systems.
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The proposed Dispute Resolution Act was originally
introduced as the Consumer Controversies Resolution Act which
was intended to improve the resolution of consumer disputes.
The proposed act includes all minor civil disputes including
those with criminal aspects. The current version also per-
mits use of the mechanism by small businesses, corporations,
partnerships, assignees, and collection agencies. The Senate
passed the legislation on April 5, 1979. The House passed a
different version on December 12, 1979. The differences will
be resolved by a conference committee.
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MECHANIC CERTIFICATION k

Faulty auto repairs have become one of the most common
problems for consumers in recent years. As noted in
chapter 2, many groups believe that a lack of skilled me-
chanics is a direct cause of these faulty repalrs.

Mandatory and voluntary mechanic certification programs
have been developed to help alleviate the problem of mechanic
incompetence. Two States, Michigan and Hawaii, have enacted
legislation which mandates mechanic certification. One
organization, the National Institute for Automotive Service
Excellence, provides a voluntary certification program that
is supported by the entire automotive service industry. The
District of Columbia has enacted but not fully implemented
a statute which includes a mandatory mechanic licensing pro-
vision. Because some of these programs have not been opera-
tional very long, their effect in reducing auto repair prob-
lems is uncertain.

INDUSTRY-SPONSORED VOLUNTARY
MECHANIC CERTIFICATION

NIASE was established by domestic automotive manufac-
turers and the National Automobile Dealers Associlation in
June 1972 as a nonprofit corporation. Since that time, inde-
pendent garage owners, service station operators, wholesalers,
manufacturers, and other sectors of the industry have added
their encouragement and support to NIASE, making it an in-
dustrywide program. NIASE's purpose is to organize and pro-
mote the highest standards of automotive service in the
public interest. NIASE does this by promoting and operat-
ing a voluntary mechanic certification program and by en-
couraging development of training programs for mechanics.

Testing

NIASE uses a written test to determine which mechanics
have the technical ability required for certification. The
NIASE certification tests were developed with technical
input from industry experts and automotive educators and test
development input from the Educational Testing Service (ETS)
of Princeton, New Jersey. The guestions are problem-oriented,
multiple-choice guestions and are reviged annually to assure
accuracy and validity.
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Anyone can be tested at one of the semiannual testing
sessions conducted at over 250 locations throughout the
country. ETS administers tests in eight automobile service
fields, such as engine repair, automatic transmission repair,
and engine tuneup. Tests are also given in six heavy=-duty
truck and two body repair categories. The exams are written,
rather than hands-on performance tests. This may pose dif-
ficulties for some mechanics who are more comfortable in ac-
tion than at a desk. Mechanics may pay $7 for each test plus
a $10 registration fee for each testing date.

Certified mechanics are considered to be competent in
their ability to perform repairs. NIASE defines a competent
mechanic as "someone who can diagnose most problems correctly,
most of the time, and fix them right the first time." Of-
ficials said "most of the time" was 80 to 85 percent of the
time. Certified mechanics are allowed to wear NIASE patches,
as shown in the photographs on the following page. The shops
in which they work can advertise that they employ NIASE-
certified mechanics.

NIASE officials provided the following information on
their mechanic certification efforts:

--Mechanics working on consumer vehicles 514,316
(Excludes service personnel not actually
diagnosing or repairing cars, such as
service writers, carburetor rebuilders,
etc.)

--Mechanics considered "test ready" 257,171
(Those considered competent to perform
a full range of diagnostic and repair
functions in one or more vehicle systems—-
engine repair, brakes, ete.)

~--Mechanics registered to take one Or more 187,716
NIASE test (through November 1978)

~-Mechanics certified by NIASE in at least 133,292
one test area (through November 1978)

Recertification

NIASE certificates expire in July of the fifth year
after a mechanic is certified; mechanics must take the
reqular NIASE tests or the NIASE recertification tests to
remain certified. The recertification tests cost $15 and
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EXAMPLE OF PATCH A MECHANIC CAN WEAR AFTER PASSING THE THREE
TESTS ILLUSTRATED.

A MECHANIC WHO PASSES ALL EIGHT TESTS MAY WEAR THE CERTIFIED
GENERAL MECHANIC'S PATCH AND EACH OF THE SPECIALTY BARS.
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given every May. Recertification tests contain only half
J of gquestions of the initial certification test.

no way to pull a mechanic's patch if the mechanic

g the recertification tests; however, all creden-—
rain an expiration date.

Benefits of voluntary certification

- of the industry officials responding to our
lieve that voluntary mechanic certification

y help reduce consumers' auto repair prob-
ication may improve the quality of work by allow-
to identify competent mechanics—--information to
ng a repair facility. Not only should this lead
bair jobs, according to some industry officials,
ncourage other mechanics to upgrade their

-der to become certified. They also speculate that
n may help attract many highly capable and badly
-uits to the industry by improving the status and

Limitations of voluntary certification

3 benefits, industry and consumer groups also
veral criticisms of the NIASE voluntary cer-—
One concern was a written test might not be a
mechanical ability because while it would in-
mechanic is good at reading, writing, and pass-
5, 1Lt wou not necessarily mean that the mechanic

in tually repairing cars. NIASE officials
hands~on testing would be desirable but not

use of the costs involved.

1na

believe
feasible

iticism is that NIASE has only limited ability
mechanics who perform incompetently or fraudul-
ently duri e 5 years their certification is valid. NIASE
may revoke chanic's certification if the mechanic has

been found to be incompetent. However, any voluntary certi-
flicat]

to penalize

gram, by its nature, cannot prevent the incompe-
from operating in the marketplace.

J to a NIASE official, another limitation is
sumers are not yet familiar with the program,

that ;
11t, are not fully able to enjoy its benefits.

and
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Evaluation

§
There have been no formal evaluations of the NIASE cer-
rat i program. NIASE has attempted to develop a design
i their program, but they have been limited by
repair shops to allow access to records.
NIASE doe ive feedback on their program and they inter-
pret thi indicating that their program is effective.
This feedback includes:

&)

—--Mechanics' and employers' opinions indicating that com-
petent mechanics are being certified and incompetent
mechanics are not.

ements for "mechanics wanted" are frequently

squesting that only NIASE-certified mechanics apply.
This indicates, according to NIASE officials, that
NIASE certification is a good marketing tool or that
employers have had good experience with NIASE-
certified mechanics.

GOVERNMENT-SPONSORED MANDATORY
MECHANIC CERTIFICATION

Mandatory mechanic certification is a controversial
issue. During our review, we found that support for it is
-d. Only 23 percent of the State and local government of-
als responding to our questionnaire felt that voluntary
certifi ion would have a substantial effect on auto repair

problems but 67 percent felt that mandatory certification
would. Yet, only two States and the District of Columbia

have enacted mandatory mechanic certification laws.

Officials of some consumer and industry groups and several
of the States without mandatory certification programs were
concerned that such programs could

——create bureaucratic nightmares and excessive adminis-
trative costs,

——increase labor costs consumers pay by placing restric-
tions on mechanics entering the labor market,

--result in "grandfathering"--certifying all practicing .
mechanics without testing for their competency, and

emove incentives for mechanics to continue their
ining if recertification were not included in the
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On the other hand, State officials from Michigan and Hawaii
believe that their mandatory certification programs protect
consumers by assuring a minimum competency for mechanics.

In 1974, Michigan passed a comprehensive auto repair law
which, among other things, established a Bureau of Automotive
Regulation, dispute resolution procedures, and required man-
datory mechanic certification. The catalyst for this law
was a study done by the Detroit Testing Laboratory in Novem-—
ber 1973 for the Michigan Attorney General and the Michigan
Citizens Lobby. During this study, 35 new car dealers were
asked to repair a car with a simple defect--a broken spark
plug wire. Twenty-seven of those dealers failed to detect
the defect, made improper repairs, or charged for repairs
which were not performed.

To achieve mechanic certification, Michigan established
tests to certify mechanics in 16 different categories—-8
automobile, 6 heavy-duty truck, and 2 for other on-road
vehicles. A certified mechanic is defined as one able to
correctly diagnose and repair motor vehicles.

All auto repair facilities are required to employ one
certified mechanic for every category of repair work per—
formed. All major work performed by noncertified mechanics
is required to be inspected and approved by a certified me-
chanic. By January 1981, all mechanics (except trainees) in
the State of Michigan must be certified. This includes those
mechanics who were working prior to the legislation's passage.
There are no provisions for "grandfathering” these mechanics.

Michigan officials sought to develop a test that would
be a good measure of mechanic competence. - Initially, they
looked at the test given by NIASE to certlfy mechanics.
State officials believed that the passing scores for this
test were set too high for Michigan's purpose-—-to assure
minimum competence, rather than to acknowledge excellence.,
Michigan officials also decided that the Michigan certifica-
tion test should be given more than twice a year since it
was mandatory that mechanics become certified. Michigan
‘jcials also believed it would be preferable to have their
own system which could be adjusted to meet their own needs.
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Michigan initially developed its tests with 'assistance
from mechanics and industry experts. The tests measure such
items as diagnostic ability, repair skills, tool usage, and
tool identification. Michigan officials said tests are con-
tinually revised in an attempt to assure accurate measures
of competency. In addition to the Michigan tests, mechanics
can be certified on the basis of their performance on the
NIASE test.

Michigan gives its tests several times a year. Between
December 1, 1976, and December 31, 1978, Michigan administered
164,281 tests in the various certification categories. These
tests include 162,228 written, 1,783 oral, and 270 practical
exams. Tests are given twice a week by the Bureau in Lansing;
the Bureau and the State Civil Service Commission give tests
three times a year, each at various locations around the State.
Special testing arrangements are also made for requesting
groups. Tests cost $5 each.

The results of the tests given through December 31, 1978,
are as follows:

Number
of tests Number Percent
admin- of tests of tests
Name of test istered passed passed
aAutomobile:
Engine repair 21,972 17,122 77.93
Engine tuneup 25,126 19,971 79.48
Front end and steering 18,261 14,537 79.61
Brakes 23,226 18,228 78.48
Automatic transmission 12,501 8,781 70.24
Manual transmission 13,456 10,496 78.00
FElectrical 16,142 12,654 78.39
Heating and air condi-
tioning 13,853 10,768 77.73
Heavy=-duty truck:
Engine repair--gas 2,467 1,983 80.38
Engine repair--diesel 2,755 2,289 83.09
Drive trains 2,694 2,235 82.96
Brakes 2,911 2,376 81.62
Suspension and steering 2,635 2,043 77.53
Electrical 2,169 1,713 78.98
Other on-road vehicles:
Motorcycle 2,517 2,028 80.57
Recreational trailer 1,596 1,412 88.47
164,281 128,636 78.30

Total 164,281
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Larger percentages of applicants passed the automobile test
when it was first offered (February 1977) than did as of

‘ er 1978 (83.03 percent to 75.97 percent). Michigan
officials believe the most competent took the test first and
others waited to become more competent in the area.

Recertification

Michigan has not developed any testing for recertifica-
tion. Certifications are valid for 12 months and are renewed
upon receipt of fees. Michigan officials said that they are
in the process of looking at the recertification issue. They
are adding a section to complaint forms for the mechanic's
identification number. This will be used to evaluate the
role the mechanic had in the complaint. This information
will also be analyzed to determine whether cutoff scores were
set too low and incompetent mechanics were being certified.
Officials do not expect any certification to be revoked until
their evaluation system is operational in late 1979, unless
extreme violations occur.

Bvaluation

Michigan's certification program will not be fully im-
plemented until January 1981 when all mechanics except
trainees must be certified. As a result, there has not been
any evaluation of the program. Michigan officials, however,
believe that the program is improving the quality of auto
repair and helping to decrease the number of consumer repailr
problems.

Hawaii

The Hawaii legislature enacted a bill on May 27, 1975,
requiring certification of all mechanics through written and
practical tests. The University of Hawaii's Department of
Vocational Education developed the certification program
using servic obtained from other universities around the
United Sta ;. Hawaii updates the tests periodically to as-
sure validity. Working mechanics were given the opportunity
to be exempted from certification reguirements based on
their work experience. According to Hawall officials, there
were 8,000 applicants for “"grandfathering” protection but
only 5,000 were exempted from the certification requirement.
Some of those exempted have gone on to take the tests for
promotional benefits.
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Testing, recertification, and evaluation

The Hawaii certification test is a combination of written
and practical sections. Tests cost $10 each and are offered
five times a year. Applicants need to pass the written por-
tion of the exam before they can take the practical section.
The Director of the State Department of Vocational Education
estimated that 50 percent taking the written test go on to
take the practical, and only 50 percent of these are cer-
tified. Mechanics need to have 3 years of work experience
before they can take the certification tests.

The practical portion of Hawaii's test emphasizes diag-
nostics and troubleshooting. Components are presented to
the applicant with the parts exposed so that the emphasis is
on solving the problem rather than disassembling and assembl-
ing the part. This also allows the test to be portable so
that it can be transported from island to island. Hawali
uses its Motor Vehicle Repalr Industry Board to assure uniform
administration of the tests

There is currently no recertification testing in Hawaii.
Renewal of *ertlflcatlon is automatic biannually upon receipt
of $20. However, complaints received against spe01ch me-
chanics can be used as a basis for license suspension or
revocation.

Because the Hawaii program was enacted only a few years
ago, there has been no systematic evaluation of it.

District of Columbia

The District of Columbia Consumer Goods Repair Regula-
tion was passed on March 15, 1974, and specifies conditions
that must be met for all repalr shops in Washlngton, D.C.,
including those for auto repair. The specific prov151onq
require a shop to employ at least one licensed supervisory
mechanic for each area of repair specialty. But, according
to District officials in December 1979, the District govern-
ment has not been able to enforce this part of the act be-
cause of a f shortage. They also remarked that they have
yet to develop tests to be used in certifying mechanics and
had no plans to do so for the same reason.
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AUTO REPAIR UNDER WARRANTY

Since the mid-1960s, dissatisfaction with auto repair
under warranty coverage has been a major consumer complaint.
The Federal Government and the Congress have.investigated
warranty repair, compiled complaints, determined problems,
analyzed causes, proposed solutions, and taken various steps
to deal with this major consumer problem. Despite the Federal
effort, very little has changed. According to recent congres-
sional testimony, the new car purchaser still has trouble
getting warranty problems corrected in a timely, efficient
manner. Consumers and the Federal Government still rank
auto repair under warranty as a major problem.

Recent actions by the automobile industry and a proposed
legislative change may in time reduce the auto warranty repair
problem.

WARRANTY PERFORMANCE: STILL
A MAJOR CONSUMER PROBLEM

Automobile manufacturers offer warranties to assure
consumers that the cars are guality engineered and built and
that if a problem does occur within a stated time, it will
be fixed. However, consumer complaints received by Federal
and State governments, national and local consumer groups,
and the automobile industry itself, indicate that all too
often the assurances and promises implied or made by the
warranty are not met. As a result, consumers suffer losses.

In late 1968, a Federal Trade Commission staff report
on automobile warranties concluded, among other things, that
manufacturer and dealer performance was below the levels
implied by the warranty, and an excessive amount of service
did not meet consumer acceptability.

Ten years later, in March and September 1978, FTC
testified before the Consumer Protection Subcommittees of
the House and Senate Commerce Committees that auto repair
under warranty was still one of the major car problems con-
fronting consumers. An FTC study presented at those hearings
showed that:

--Nearly 30 percent of motor vehicles were delivered
with problems covered by warranty, compared with
7 percent of warranted consumer products overall.

--aAbout 30 percent of automobile warranty problems took
over a month to resolve, compared to 14 percent for
other products.
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--About 25 percent of those who had warranty ,service on
new vehicles were dissatisfied, compared to 8 percent
for other products.

-~Nearly 40 percent of motor vehicles required more than
two trips to the dealer to get problems corrected,
compared to 8 percent for other products.

CONSUMER PROBLEMS WITH POOR

WARRANTY PERFORMANCE

At the September hearing, the Director of FTC's Bureau
of Consumer Protection synthesized the problems and losses
consumers have with poor warranty performance:

_-wx * * Consumers frequently discover to their
loss that these promises are not kept, and in
fact the system for auto warranty performance
often results in great losses for consumers."

-="These

are what we see most often as the prob-

lems that the current system creates for con-

sumer
repairs,

long delays, repeated unsatisfactory
ingsufficient temporary repairs until

the warranty expires, refusal to recognize a
problem as a covered defect, failure to pro-
vide any remedy for nonrepairable lemons, and
obstructionist tactics in handling complaints.”

——m% * * the extensive losses that consumers
suffer as a result of the existing warranty
procedures: the loss of time, loss of wages,
troublesome or expensive substitute transpor-

tation,

hotel and food bills for stranded

travelers, the cost of repairs which should
be covered by the warranty, and in the case
of a lemon, often the difference between the
purchase price and the trade-in value as
owners give up and trade in the lemon for
another new car."

Following are the various causes of consumers' problems
with auto warranties identified by officials of Federal and
State governments, consumer groups, and industry:

--Changes in automobile design and complexity over the

last
problens

decade have added to manufacturer and dealer

in diagnosing and correcting deficiencies.
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--The increasing volume of automobiles has strained
dealer service facilities to keep up with warranty
and nonwarranty repair work.

~-Even though the dealer is responsible for providing
new car service to meet the terms and conditions of
the warranty, the manufacturer controls the warranty
service system: approval of warranty repairs, dealer
reimbursement for warranty service, and parts avail-
ability.

~-Consumers do not understand warranties and expect
that problems, regardless of their complexity, will
be solved correctly on the first try.

--Consumers lack guick, inexpensive, and effective means
of dispute settlement.

MANUFACTURERS' EFFORTS TO REDUCE CONSUMER
PROBLEMS WITH AUTO WARRANTY REPAIR

The automobile manufacturers are aware of the problems
consumers have with auto warranty repair. Recently, they
have taken several steps aimed at reducing these problems.
Following are examples cited by manufacturers:

--General Motors Corporation and Ford Motor Company
have changed their dealer warranty reimbursement pro-
cedures to increase dealers' incentives to do warranty
work.

--Ford has instituted a new system to improve parts
availability for its dealers.

--American Motors Corporation has offered a "full"
warranty (see below).

--GM, Ford, and AMC have simplified their warranties to
make them easier to understand and expanded them to
offer better warranty protection.

--Ford, GM, Chrysler Corporation, and the National
Automobile Dealers Association have started or ex-—
panded efforts in experimental informal dispute
settlement mechanisms to increase consumer satisfac-
tion and reduce consumer complaints. (See app. VIII.)

122



APPENDIX X APPENDIX X

__NADA and the manufacturers have developed various
mechanic training programs tc provide better service.
(See app. 1I.)

~--Chrysler plans to use new computer technology to
speed up and simplify dealer warranty claims.

MAGNUSON-MOSS WARRANTY ACT:
AN INEFFECTIVE APPROACH

The Federal Government's main effort to remedy consumers'
auto warranty problems has been the Magnuson-Moss Warranty-
Federal Trade Commission Improvement AcCt of 1975 (15 U.S.C.
2301, et seg.).

In March 1978 testimony before the Senate Subcommittee
on Consumers, FTC's Chairman said:

"Unfortunately, in the case of autos, it now
appears that these remedies are neither solving
the problems nor lessening their severity.”

The act's provisions

The act deals with written warranties for all consumer
products. Its provisions include:

--All written warranties are required to be labeled
either "full" or "limited." A "full" warranty lets
consumers know the product's warranty provides the
maximum protection against defects or malfunctions
provided by law and meets all federally established
minimum standards. A "limited" warranty means some=
thing is missing; it is not as good as a "full"
warranty.

-—Consumers were given the right to sue warrantors for
breach of warranty and were allowed to collect at-
torneys' fees in successful suits.

--Warrantors were encouraged to establish voluntary
informal dispute settlement mechanisms.

The act also attempted to do such things as
--agtablish disclosure standards for written warranties,

-—gncourage greater competition with product warranties,
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--prevent deception by prohibiting disclaimers of im-
plied warranties,

--make warranties easier to read, and

--assure warranties were available at the point-of-
sale.

FTC, responsible for enforcing the act, promulgated rules on
what a warranty must say, how and where warranties must be
displayed, and what procedures any informal dispute settle-
ment mechanisms established under the act must contain.

FTC's Bureau of Consumer Protection Director explained
the approach taken by the act in September 1978:

"The * * * Act dealt with ways of improving war-
ranty systems in all consumer product industries.
Its main thrust was to increase warranty competi-
tion through improving the warranty information

available before the purchase decision is made
 k Kk N

The assumptions behind this approach are that if warranties
are available and easy to read and understand, then consumers
will read the warranty before purchase and be in a better
position to ensure the full value of their purchase.

Auto warranty problems:
a major basis for the act

To a large extent, the act was based on studies, prior
hearings, and complaints on consumer problems with automobile
warranty performance. Studies of the consumer product war-
ranties, such as home appliances, mobile homes, and home
entertainment equipment were also important in supporting
the need for legislation. However, no other product matches
the automobile in its importance to consumers, the volume of
complaints, the inconvenience caused by repeated or faulty
repairs, or the safety implications which arise from im-
properly repaired cars.

Despite this, neither the act nor FTC's rules directly
address automobiles or some of the specific problems and
causes of poor auto warranty performance identified before
the act's passage. Instead, automobiles are treated the
same as other consumer products.
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FTC claims that the act's provisions

1
discourage consumer initiative to_ sue

A major way the Congress attempted to improve warranty
‘mance was to make it easier for consumers to sue war-
1Lors who fdil@d to honor warranty promiseu. First, section
llU(d)( )

including attmrﬁayﬁ
Second,

fees 1f thelr SUltS were successful.
section 110(4)(3) allowed for class action suits.

However, the specific provisions of these gsections limit

ffectiveness. FTC identified these limitations before
- and Senate in 1978:

their
the Hou

--Award of attorneys'

fees is discretionary, not
mandatory.

~-Class action suits are restricted by a minimum number
of plantiffs (100).

FTC concluded that the discretionary nature of any award made
for cos and fees is a major deterrent to consumer suits.
Even »ugh a consumer may have a valid reason for bringing
suit, the costs of bringing the suit may outweigh any bene-

S ‘ In addition, a consumer may have a difficult
ilnq a lawyer to take the case. 1In a survey of at-
and consumers contemplating suit for automobile war-

ylems, FTC found this discretionary award provision

was cited as a major obstacle in deciding whether to bring
suit.

rantjjm

'"PC's Chairman also noted another possible reason why
consumers have not used the remedies available to them. For
consumers to pursue their rights, they are faced with the
legal system. In short, the Chairman said, "Most people do

- want to become involved with lawyers and courts—-they
Just want a resolution.”

Also, FTC recognized that most warranty problems are
unique to a given situation, and that getting 100 people
together with the same problem is difficult.

On January 18, 1979, a bill, H. R. 1005, the "Automobile
A 1l Repair Act" was Jnfroduced in the Congress

se was to improve warranty protection for new
v<h1v]o owners by amending the act.
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The proposed act would do several things to make it
easier for consumers to sue:

——It would make award of costs and expenses including
attorneys' fees mandatory in successful consumer
suits.

--The minimum number of consumers required for class
action suits would be removed.

FTC endorsed the above changes in an April 27, 1979, letter
to the Chairman, House Subcommittee on Consumer Protection
and Finance.

Manufacturers objected to H. R. 1005's consumer right
of action provisions. GM and Ford said more litigation and
more crowded courts could result. Ford also said manufac-
turers' legal fees would increase and would be passed on to
consumers. NADA added that "class action involved a stagger-
ing amount of time of the courts and the parties involved."
GM and Ford agreed, stating class actions were "notoriously
slow" and the legal process "too cumbersome to provide the
guick and equitable resolution required in warranty disputes.”

Only AMC offers "full" warranties

Section 104(a) sets the minimum standards a warranty
must meet to be called "full." This is significant because
even though auto warranty problems of delay, frustration,
repeated and unsatisfactory repairs, and lack of remedies
for "lemons" are not directly addressed, the standards in
section 104(a) do deal with these problems generally.
Section 104(a) states that a full warranty must provide,
among other things, the following in case of a defect
or malfunction:

--The warrantor must remedy--repair or replace—-
the product in a reasonable time without charge.

--I1f, after a reasonable number of attempts by the
warrantor to remedy the problem, the problem remains,
the warrantor must permit the consumer to elect
either a refund or replacement of the product without
charge.

However, only AMC, with about 1.4 percent of the passenger
car market, offers a "full" warranty. Therefore, these pro-
visions of section 104(a) are not enforceable for most auto
warranty problems. As a result, "lemon" owners may be left
without any real protection.

126



APPENDIX X APPENDIX X

v

The consumer with a "lemon" is not totally without help.
In 49 States plus the District of Columbia, the Uniform Com-
mercial Code contains warranty laws which provide a method
for consumers to "revoke acceptance" ¢of their cars and get
refunds. However, according to FTC, the use of the UCC
lemon provision has proven difficult for consumers because
of the conditions which must be met: criteria for complaint
timeliness; form of the complaint; varying precedents on the
seriousness of the defect; the circumstances under which the
consumer is permitted to revoke acceptance; and the fact that
the consumer must give up use of the car during the dispute.

In addition, "full" warranties offer other protection to
consumers against financial loss or inconvenience. A "full"
warranty requires that, if a remedy for a defective product
or component cannot be made within a "reasonable time," the
warrantor is responsible for "incidental expenses" incurred
by the consumer. In the case of autos, such expenses may
include costs of a rental car, telephone calls, and hotel
bills for stranded travelers. Again, since auto warranties,
except AMC's, are not "full," these expenses are borne by the
consumer .

The proposed Auto Warranty and Repair Act would reguire
all written automobile warranties to be "full" warranties.
This means "lemon" protection would be available for new car
owners and that auto manufacturers would be required to reim-
burse owners for other costs, such as rental cars and hotel
bills, if the remedy is not made within a reasonable time.
The proposed act also provides for additional "lemon" protec-
tion by allowing the consumer to keep and use the vehicle if
the consumer does bring action against a manufacturer.

In July 1979 testimony, the four domestic manufacturers
objected to H. R. 1005's "full" warranty provision for two
basic reasons. First, they contended that the original intent
of the act was not to require any manufacturer to offer a
warranty or to offer a "full" warranty. This should be left
up to the manufacturer's discretion. Mandating a "full”
warranty would be directly opposed to the earlier congres
sional intent.

Second, the manufacturers guestioned if anyone could
define "reasonable time" and "reasonable number of attemy
to repair." These definitions are crucial if the proposed
act's full warranty reguirements are to mean anything.
They noted that although the act authorized FTC to define
those terms, FTC has not done it. ‘
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Dispute resolution

Section 110 of the act encouraged warrantors to estab=-
lish informal methods of settling disputes fairly and quickly.
PPC issued a rule setting minimum standards for these in-
formal mechanisms. Chrysler is the only auto warrantor to
adopt a dispute resolution program in line with the FTC
rule. For additional information on dispute settlement,
see appendix VIII.
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FEDERAL AGENCY ACTIVITIES '

This appendix details the activities of the several
Federal agencies discussed in chapter 4, except for the
training and vocational education efforts of the Depart-
ments of Labor and Health, Education, and Welfare which
are in appendix II--Mechanic Training.

NATIONAL HIGHWAY TRAFFIC
SAFETY ADMINISTRATION

NHTSA's past and present auto repair-related activities
have, to some extent, been designed to provide consumers and
States with some direct assistance in solving auto repair
problems. However, these activities have had limited effect.
Nevertheless, NHTSA's planned coordination efforts with other

: ‘ encies, consumer groups, States, and industry should
address auto repair and maintenance problems.

NHTSA's major auto repair activities have included the
design and funding of a program of demonstration diagnostic
inspection centers, studies of the extent and nature of con-
sumers' problems and losses asssociated with unnecessary and
fraudulent repairs, and a study of equipment available to

small automotive repair facilities to diagnose and correct
auto deficiencies.

In addition, NHTSA has several other programs which
eventually could have some effect on auto repair. Its auto-
motive rating program may provide consumers with repairabil-
ity information for comparison shopping purposes. NHTSA's
attempts to develop practical and feasible alternative diag-
nostic inspection programs may assist States, local govern-
ments, and consumers to reduce unnecessary and fraudulent
repairs.

NHTSA'S basic responsibilities—-
motor vehicle safety and highway safety--
indirectly affect auto repair

In 1966, the Congress passed two acts aimed at reducing
the number and seriousness of highway accidents. The Na-
tional Traffic and Motor Vehicle Safety Act (15 U.S.C. 1381,
: .} and the Highway Safety Act (23 U.5.C. 401, et seq
. enacted to address what the Congress considered to be
the primary caus of motor vehicle accidents: driver error
or misjudgment, roadway conditions, and vehicle conditions.
Each act created an agency to administer its provisions;
by 1970 these agencies had become NHTSA.
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Fven though NHTSA and its predecessor agencies had been
closely connected with automobiles, the prime emphasis was
on safety--motor vehicle safety and highway safety.

Motor vehicle safety

Federal Motor Vehicle Safety Standards called for by the
National Traffic and Motor Vehicle Safety Act deal directly
with automobiles. However, their emphasis is on the opera-
tional characteristics or structural features of vehicles.
This includes such things as improving the vehicle's crash
avoidance characteristics, protecting the occupants during
the crash, and helping them survive after the crash. The
initial standards were not designed to facilitate, nor did
they address, auto repair. According to the Director of
NITTSA's OfFice of Vehicle Safety Standards, no direct con-
sideration was given to the possible effect on auto repair
during the standards development process. However, NHTSA
officials believe there are indirect benefits to consumers
from a number of standards that upgrade system or component
performance and reduce collision damage. The director also
stated that if a proposed standards, such as crashworthiness
standards, would have hindered auto repair, the manufacturers
would have raised the issue.

NHTSA has recently stated, however, that motor vehicle
safety standards can.have secondary effects of reducing
maintenance and repair, providing warnings of impending
failure, indicating the need for maintenance, Or facilitat-
ing problem diagnosis.

NHTSA is considering several motor vehicle safety stand-
arde which will have these secondary auto repair-related
cffects. The first standard would require that brakes be
designed so that the components can be inspected without
removing the wheel. This would improve diagnosis to detect
defoctive brakes. It would also reduce unnecessary repair
or replacement of components because of owner or repair shop
ignorance of brake condition. The standard is expected to
become effective by 1983. The second standard, expected to
bocome effective in 1981, would require new vehicles to be
equipped with low tire pressure warning devices. The warn-
ing device would help ensure longer tire life and better gas
mileage and would reduce accidents from tire failures caused
by underinflated tires. A third initiative involves upgrad-
ing the reliability and performance of brake shoe and pad
acsembl ies used to replace original parts. This would in-
crease the longevity of replacement brakes and reduce the
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nt repairs. A related proposal involves
ake systems. NHTSA would require original
1s to have a significantly longer life than
ems, Again this would reduce the number of
Hmwﬁvor, both efforts are not expected to

3 until the mid 1980s.

investigation: emphasis on safety

NHTSA's more widely known activities is its auto-
1 campaign program. When a vehicle or component
by either the manufacturer or NHTSA to violate a
ard or contain a safety-related defect, the manu-
is required to correct the defect. The correction
ir or a replacement without charge to the

-efund of the purchase price with a reasonable
reciation.

Highway safety

Whu hlthdy safety standards developed under the 1966

: y Act were designed to reduce injuries, deaths,
om traffic accidents. The major emphases were
the highway, accident investigation, and

The act also required vehicle inspections

e a part of each State's highway safety program. To
nplish this, NHTSA developed Highway Safety Program

ard l--Periodic Motor Vehicle Inspection (PMVI). This
rd required each State to inspect every registered

g "he State at the time of registration and then at
r. The purpose of PMVI is to increase the

: g ery vehicle operated on the public highways
‘ : equlpped and is being maintained in reasonably
safe wrn'klrua order. 1/

H1ql

NHTSA's PMVI standard dealt primarily with the scope

and frmqum -y of vehicle safety inspections. The National

affic and Motor Vehicle Safety Act also reguired NHTSA to

rhe quality of inspection. As a result, NHTSA
andard which %pec:fled procedures and criteria
rs were to use in detecting defects and passing
~ars. This standard was called the Vehicle-In-
was issued in September 1973. Its purpose-—-
oty of vehicles in use on the Nation's highways.

ly reviewed the effectiveness of NHTSA's PMVI
Dec. 20, 1977, "Effectiveness of
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Both the PMVI standard and the Vehicle-In-Use Standard
do have an indirect role in auto repair. Motorists in a
State with a PMVI program must get their cars inspected.
I1f the vehicles fail, the owner must get the car repaired.

An additional role: auto problems
beyond safety

Most of NHTSA's activities relating to auto repair and
the problems States and consumers have in dealing with repair
problems have occurred since 1972 when the Congress passed
the Motor Vehicle Information and Cost Savings Act. The act
and later amendments required NHTSA to

-~develop comparative information on ease-of-diagnosis
and repalr;

--establish diagnostic demonstration projects; and

-—evaluate diagnostic analysis and test equipment avail-
able to small repair establishments and the ability
of private industry to supply low cost equipment to
monitor compliance with Federal safety, noise, and
emissions standards.

In addition, NHTSA has

—-—-studied and reported on the problems and losses
consumers have with auto repair and maintenance and

—-undertaken several interagency coordination efforts
to address auto related problems and national goals
of economy, safety, and cleaner air.

Auto repairability ratings

Title II of the Cost Savings Act requires DOT to
compile and disseminate comparative information on motor
vehicles' damage susceptibility, crashworthiness, and ease-
of-diagnosis and repair. The intent of this comparative
information is twofold: first, to increase consumer aware-
ness of differences in safety and performance among motor
vehicles; and second, to use marketplace forces rather than
regulation to stimulate manufacturers to make safer, more
damage resistant, and easier to repair cars.

Of the three areas covered by title II, only one--ease-

of-diagnosis and repair--relates directly to auto repair.
Although crashworthiness and damageability may be important
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anﬂ may eventually affect cars through design changes, they

i “ an immediate effect on auto repair. Crash-
scribes how occupants are protected from injury
-ing a crash. The emphasis is on safety, not
yamageability involves physical damage to the car.
resulting from crashes are most often covered by some

form of liability or no-fault insurance.

-of-diagnosis and repair ratlnqs' what NHTSA did;

» doing--To date, NHTSA is still studying the
F the ratings and whether consumers will use
on if provided. As a result, very little com-
varat information has been compiled, and nothing has been
d1wmum1nated.

NHTSA fi attempted from 1973-76 to develop ease-of-
5 and pair ratings. NHTSA recognized that the
any ratings' program depended on the ability to
- costs and estimate frequency of part or component

Although developing costs for preventive mainte-
1d be done, estimating costs for repair would be
vory dif 1t. In fact, because of the lack of data to
wtimat( frequency of failure and the effect of such vari-
; \nd wear on parts failure for both past model
yunrﬂ and w%pa*]ally for preqont model years, ratings could
not be deve »d using current state-of-the-art techniques.

In addition, two mid-1970s studies for NHTSA on the
overall : »f title II information concluded, among
other things, that consumers would be influenced more by
crashworthiness data than damageability or ease-of-diagnosis
and repair information.

Following the early 1977 appointment of NHTSA's present
Admlnlmtr‘ror, interest in automotive ratings was revived.
NHTSA h s started several projects aimed at developing

ase-of-diagnosis and repair ratings. .

Similar to its prev1ou" efforts, NHTSA still believes
se-of-diac . and repair ratings depend on obtaining the
quency of component or system failure. 1In a draft report

; ¢ of the title II program, a NHTSA official
lack of a data source to develop component
w“equun01oq for all makes and models is the
sm in developing ease-of-diagnosis and repair

§ most pre
ratings.

In short, NHTSA is faced with the same problems in
oping ease-of-diagnosis and repair ratings as it was

dev
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under its previous efforts. However, it has recently com-—
pleted or is planning several projects to develop needed
data and determine consumers' need and acceptance of compar-
ability ratings:

——~NHTSA recently reviewed various flat-rate manuals
used by the repair industry to compare preventive and
corrective maintenance costs for selected repairs for
different classes of cars. NHTSA found differences
between the flat-rate manuals in estimated time and
costs to complete repairs. In November 1979, NHTSA
awarded a contract to examine how labor rates are
developed for selected repairs and makes and models
of cars. In addition to flat-rate manuals used,
such factors as the type of facility where the repair
is performed and the geographic location of the fa-
cility will be considered.

--In May 1979 a contract was awarded to review mainte-
nance records of various vehicle fleet operators to
determine whether these records could be used as an
information source to develop automotive ratings.

One part of the contract will be to determine whether
frequency of failure can be determined from the records
of various government and commercial fleets.

——In March 1979 NHTSA completed a survey of domestic
and foreign car manufacturers to determine the level
of durability and maintenance data they collect and
how they are collected. The survey concluded, in
part, that much data are available and the responses
warranted further exploring of industry test programs.
Followup meetings were held in August 1979 with in-
dustry representatives. NHTSA is currently estimating
the cost to conduct the kind of durability testing
necessary to rate new cars. Testing will be completed
in January 1980. '

--NHTSA also plans to conduct, by contract, a survey to
determine the usefulness and need of title II ratings
to the consumers. The contract, expected to be awarded
in December 1979, will also include information on the
most effective means of giving consumers the rating
information. NHTSA wants to know, in part, what type
of automobile ratings consumers will use, how important
they are, and what effect ratings will have on purchase
behavior.
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--A final activity planned is a proposed automobile rat-
ings symposium to gather information from experienced
technical experts, rating groups, representatives from
the automobile and insurance industries, and consumers
on current and proposed automobile rating systems.
NHTSA hopes the symposium will provide good technical
input about the automobile ratings program. NHTSA
plans to hold the symposium in April 1980.

NHTSA spent about $150,000 on these activities in fiscal
year 1979.

Diagnostic demonstration projects

Title III of the Cost Savings Act established a program
to conduct diagnostic inspection demonstration projects. The
act required the Secretary of Transportation to make grants
and provide technical assistance to States for diagnostic
projects. Title III authorized the establishment of 5 to
10 projects, with each project being designed, established,
and operated to conduct emission control inspections and
periodic motor vehicle safety inspections.

NHTSA was delegated the responsibility to provide the
basic support needed to establish uniform criteria and pro-
cedures for the design and development of the improved
inspection systems which included emphasis on diagnosis.

NHTSA believes that diagnostic inspections are feasible,
effective, and publicly acceptable. Based on the results of
five diagnostic demonstration projects in Alabama, Arizona,
Tennessee, Puerto Rico, and the District of Columbia, the
Administrator of NHTSA believes that diagnostic inspections
are also a principal means of providing consumers with in-
formation about the deficiencies of their autos. However,
the Administrator also contended that to be effective and
efficient, a State-administered, nationwide vehicle inspection
program can only succeed if it includes vehicle safety, fuel
economy, noise, emission control, and other auto repair needs
with the inspection facilities totally separated from the
repair industry. She added that separation from the repair
industry would foster greater public credibility toward the
inspection process. In October 1977, NHTSA published its
report on the results of the motor vehicle diagnostic in-
spection demonstration projects documenting improvements
in the condition of safety-related equipment, emission
levels, and fuel economy after cars were diagnostically
inspected.
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While the equipment of the five diagnostic inspection
projects established under title IIT are still involved in

of inspection, these demonstration projects have

i to implementation of the independent diagnostic

- concept. The Alabama project is using one of its

“ vs to provide a comprehensive diagnostic inspection.
of Columbia and Tennessee lanes have been con-
perform mandatory safety inspections. The Arizona
; are used for research and development studies and
provide engine emission analysis for hard=-to-repair vehicles.
The Puerto Rico facilities are used for a variety of vehicle
inspection functions and to train diagnostic technicians.

5 1 hands-on training is provided, many vehicles are diag-
in the process. Some of the reasons the centers ceased
diagnostic inspections included the lack of State funding to
continue operations and the lack of receptivity by State
legislatures. ‘

NHTSA is continuing its efforts in diagnostic inspection.
The Adninistrator of NHTSA believes that the Federal role in

d nostic inspection is suggesting ways for States and local-
iti to find the capital to put diagnostic inspection sta-
tions in place and recommending useful diagnostic models for

the Stat to follow. Consequently, NHTSA is currently con-
ducting and planning efforts to compile, analyze, and docu-
ment a practical set of alternatives so that States and local
governments or consumer groups can make unbiased automobile
diagnostic inspections more available to motorists. Some of
NHTSA's diagnostic efforts will be to evaluate existing diag-
nostic inspection concepts and diagnostic equipment alterna-
tives, and review State and community inspection maintenance
programs directed at reducing vehicle emissions. NHTSA spent
about $310,000 on these activities in fiscal year 1979.

NHTSA also has a joint contract with FTC to analyze a
portion of the original repalr receipts from the Alabama
center.

Appendix VII on diagnostic inspection discusses NHTSA's
efforts in much more detail.

Small garage study

The Congress recognized that the success of any vehicle

inspection process depends on two things: first, the ability
to diagnose problems and second, the ability to correct diag-
nosed b lems The demonstration diagnostic inspection

pPro r title IIl addressed the diagnosis of repairs

by using independent inspection facilities with no connec-—
“ion to the repair industry. A 1976 amendment to title III
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required NHTSA to address the small garage 1/ industry's
ability to correct the diagnosed problems. "The amendment

50 required NHTSA to evaluate existing diagnostic and test
equipment available in small automotive repair establishments
and to report these findings to the Congress.

NHTSA issued its report "Evaluation of Diagnostic Anal-
vsis and Test Equipment for Small Automotive Repair Estab-
lishments" in July 1978. Among other things, the report
concluded that:

"k *x * iyen the rapid advances in automotive
-echnology and the potential for increasingly
romprehensive and stringent vehicle inspection,
the current equipment complement of many repair
-ablishments might become (or may already be)
quate. New equipment may therefore be re-

ina
qu1rnd to test the new technology automcbiles,

15 well as to address a wider range of inspec-
tion standards."

The report also addressed the cost of test equipment
available now or which may be required in the future:

"The cost of such equipment is of concern to the
9 since such eguipment may become too
y for widespread implementation. 1In parti-
r, the small automotive garages and service
stions, which now account for some 46 percent
~f all auto service labor and parts, may not be
able to afford this equipment. Their budgets
for equipment and training are severely limited,
with the average small garage grossing approxi-
ly $79,000 in annual sales for parts and
r, and the average service station only
3,000. These compare with the average annual
les volumes in parts and labor of $375,000
new car dealerships and $285,000 for re-
tail stores of the Sears/Wards/Penneys/K-Mart
variety."

NHTSA is continuing its efforts in this area with the

following activities:

1/NHTSA defines a small garage as a facility which provides
automotive maintenance and repair services, which is not
ith vehicle manufacturers or major mass mer-—.

ng organizations, and which has gross annual sales
service, labor, and parts used in repairs of $185,000
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--An equipment evaluation from 300 repair facilities
nationwide.

--A national survey of 1,800 repair establishments'
owner/operators, 600 mechanics/inspectors, and
3,000 consumers to assess the characteristics,
capabilities, and overall satisfaction provided by
automobile repair facilities and diagnostic centers.

s
NHTSA of
1980.

f November 1979, no results were available, but a
icial said the information may be available in April

Auto repair and maintenance study:
consumers lose $20 billion annually

In March and September 1978, NHTSA's Administrator
testified before Subcommittees of the Senate and House Com-
merce Committees that improper or unnecessary auto repair
and maintenance practices and vehicle design decisions cost
consumers about $20 billion annually. NHTSA's report--"Auto
Repair and Maintenance: Program to Reduce Consumer Loss"--
imated consumer losses, as shown in the following table.

NHTSA~Estimated Consumer Losses

(billions)

Unneeded parts of package deals $ 3.0
Unneeded repairs due to inadequate diagnosis 1.5
Faulty bairs for which owners did not get

their money back 3.0
Unneeded repairs sold with possible

audulent intent 2.0

Wasteful overfrequent preventive

maintenance 2.0

Vehicle design requiring use of overly
modularized parts, highly nonstandard
parts, or excessively laborious repair

techniques 2.0
Total excessive repalr expenses 13.5

Accidents due to undermaintenance or faulty

repairs 2.0
Pollution and wasted fuel due to
undermaintenance 2.0
Cars prematurely retired due to
undermaintenance or faulty repairs 2.0
Total ‘ $19.5
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NHT%A s task force developed its information on problems
by first breaking down the repair process into a
of events affecting the vehicle, the owner, and repair
jecisions made at each event. Second, a simulation

was developed on the basis of this repair process. At
,Lmqw assumptions were made about losses from improper
1h0 model also provided for benefits assumed from
ious remedies developed to reduce these losses.

report also proposed various remedies for the prob-
lems and estimated the associated benefits and costs of each
remed 't estimates included costs which would be in-
curred by the Federal Government, States, and consumers if
the remedy was adopted.

NHTSA's auto repair coordination

SA has taken several steps to coordinate its activi-

_h other Federal agencies in an attempt to deal with

ir problems. Its efforts include interagency task
joint contracts, and interagency agreements. To date,

. has occurred in terms of coordinating specific activi-

, but the basis has been laid for future coordinated pro-

grams aimed directly at auto repair problems.

dULO
fwrca

proposed Interagency Coordinating Committee--In March
1979, NHTSA proposed an interagency group to provide a co-

‘ ‘ ach to address the auto repair and maintenance
shblems faced by consumers, auto manufacturers, the repair
industry, and States and local governments. Participating
‘ederal agencies would include, but not be limited to, NHTSA,
wPA, DOF, and FTC.

The work of the Interagency Coordinating Committee would
s attention on the most important current and projected
in automobile inspection, maintenance, and repair,
safety, emissions, fuel economy, and repair. The
; committee, composed of Federal agency representa-
tivmﬁ, would receive input from several technical work groups
yosed of representatives of Federal, State, and local
- G : umers; public and special interest groups;
thn autm servi industry; parts and equipment manufacturerQ°
auto manufacturers; and education groups. Chapter 5 of this
brt has mc detail on this group.

Auto inspection, maintenance, and repair conference--In
979 NHTSA, in cooperation with the Transportation Re-

Board, sponsored a 3-day public conference to examine
ners' auto repair and maintenance problems. The confer-

ence consisted of representatives from Federal, State, and
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local governments, consumer groups, the auto service industry,
equipment manufacturers, and education groups. Its purpose
was to identify major problems, establish priOriti@g, and

make recommendations for NHTSA action in the coming 5 years.

The conference consisted of panel workshops on such
topics as standardizing car designs and equipment to ease
tion, consumer self-help programs, and auto mechanic
training. Chapter 5 of this report also has more detail
on this conference.

Auto mechanic training task force--In a December 1978
letter to officials of the Departments of Labor and Health,
Education, and Welfare and the Environmental Protection
Agency, NHTSA's Administrator proposed an interagency task
force to define the Federal Government's role in reducing
the shortage of qualified mechanics. The task force met for
the first time in early 1979. Followup sessions were planned
for mid-1979,.

Joint contract with the Federal Trade Commission-~—~NHTSA
and the FTC are 101nt1y funding an analysis cof data from
NHTSA' s dxaqno%tlc inspection project. The purpose is to
determine economic loss to consumers from unnecessary repairs
and to ident ﬁy unfair or decaptlvo auto repalr practices.
This contract is discussed in more detail in the section of
this appendix devoted to FTC,

Loord1nat1nq NHTSA's qafety and EPA's emissions

tenar,; proqram" for areas not meetlnq nat10na1 air qua]1ty
standards by December 31, 1982. This means vehicles within
these areas must be inspected. If the vehicle fails inspec-
tion, it must be repaired. This program is discussed in
more detail in the section of this appendix devoted to EPA.

The Department of Transportation and EPA have entered
into a memorandum of understanding to integrate transporta-
tion and air guality planning. Both EPA and the Department
will review State implementation plans for inspection and
maintenance programs.

FEDERAL TRADE COMMISSION

The Congress has charged the Federal Trade Commission
with protnctjnq consumers from "unfalr or deceptlve acts or
pragt1cov in or affecting commerce." FTC's role in protect-
ing consumers from auto repair abuse has been rather limited,
with most of activity being fairly recent.
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Even though auto repair problems are a major consumer
concern and complaint, the most indicative statistic about
le is that over the last 5 years FTC has spent less
1t of ite congumer protection funds on auto
lems. FTC's staff are pursuing a few cases and
: rs but have not become a major Federal force in
ualnq consumers' auto repair problems.

FTC is in a unigque position to do more
to help reduce auto repair problems

FTC has extremely broad investigative powers under the
:ral Trade Commission Act (FTC Act) (15 U.S.C. 41, et seg.).

Fe

In addition, through the years FTC has developed expertise
in ining unfair or deceptive acts or practices. Both of
the characteristics place FTC in a unigue position to

inwv ate auto repair problems, determine whether any of
the prnb]@m% are being caused by unfair or deceptive acts
or practices, and take whatever corrective action it finds
appropriate.

Section 6 of the PTC Act (15 U.S8.C. 46) gives FTC the
to require firms to submit specific written information,
special or routine reports, or oral testimony. FTC uses this
authority in connection with general economic surveys, to
gather data in the trial of specific cases, as well as to
investigate a firm's compliance with existing FTC orders.
FTC also uses this authority to conduct general investiga-
tions of alleged widespread violations throughout an entire
industry. or example, in fiscal year 1978, FTC investigated
the hmmw insulation industry to identify companies making
false or misleading energy savings claims.

Section 18 of the FTC Act (15 U.S.C. 57a) authorizes
to i rules which define with specificity unfair or
‘ or practices in or affecting commmerce, in-
uirements to prevent such acts or practices.

W]udinq rec

Over the years, Federal courts have recognized, reiter-—
1 on FTC's expertise in defining whether a

or practice was unfair or deceptive, and )
in violation of the FTC Act. In one landmark case
sme Court stated:

"kox ok Moreover, as an administrative agency
which deals continually with cases in this area,
> Commission is often in a better position
v are courts to determine when a practice
reptive' within the meaning of the Act.
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This Court has freguently stated that the
Commission's judgment is to be given great
weight by reviewing courts.” (FTC v,
Colgate-Palmolive Co., 380 U.S. 374, 385.)

FTC has only played a limited role in
reducing consumers' auto repair problems

FTC's Bureau of Consumer Protection has had an auto
repair program for over 5 years and has some investigations
in other programs which relate to auto repairs. In addi-
tion, FTC's Bureau of Economics is performing analyses of
the problems. But FTC does not have a working plan or a
clearly defined role for its auto repair activities.

Auto repalr program

In fiscal year 1975, FTC began an auto repair program
with an initial goal of defining an appropriate role for
FTC in helping to minimize unsatisfactory and unnecessary
repairs. Until then FTC had issued only a few orders which
could be connected in one way or another with auto repairs.
These had to do with automatic transmission repairs.

Until recently, the major effort of the auto repair
program had been one comprehensive project with two objec-
tives: first, to identify the specific problems consumers
were having with auto repairs and second, to evaluate the
success of public and private programs to resolve those
problems. Through March 1979 FTC had spent about 8.5 work-
years and $188,000 on the project. The project has resulted
in several internal studies and a staff request in July 1978
for $1.2 million in contract funds to evaluate several State
and private programs dealing with auto repair problems. The
staff conceded that such an evaluation was not a typical FTC
activity, but agreed that it might be "the only action within
FTC's legal and practical power with the potential for solv-
ing auto repair problems on a national scale.” The Commis-
sioners denied the redquest without comment. According to the
staff, the Commissioners did so because (1) the $1.2 million
was over half of the Bureau of Consumer Protection's request
for contract funds, (2) the staff had conceded that the
evaluation might fail to produce any useful information, and
(3) the Commissioners thought NHTSA would be a hetter agency
to conduct such an evaluation.

In addition, FTC began an investigation to determine
whether requiring repair shops to make standard disclosures
performing certain repsirs would reduce unnecessary
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1 to those repairs. Specifically,
the staff began to examine California's regulation requiring
shops to measure the looseness of a ball fjoint, compare that
to manufacturer's ﬁ“@cificationﬁ, and disclose that infor-
mation to consunmers before replacing the ball joint. But,
according to the agalmtant director responsible for the

anto repair program, the investigation was halted because
the Bureau cut off its funding.

parts replacement relat

In September 1979 FTC had three active investiga
in this area. The first involves an industrywide investiga-
tion the use of sales inc entlvesuwlnvlndnnq quotas--to

compensate auto mechanics and service writers, and whether
their use increases the rate of unnecessary repair. The

nd, also an industrywide investigation, concerns a stan-—
dard definition for rebuilt transmissions. The third involves
one firm's alleged “lowhal]jnq"“—of”etlnq a repair package
deal at an enticing low price but routinely charging consum-—
ers significantly more in the end. TC spent about $150,000

on this program in fiscal year 1979.

F

Warranties program

FTC has implemented the Federal Magnuson-Moss Warranty
act (15 U.8.C. 2301, q.) by mulgating interpretive

rules, providing advice to businesses and consumers, checking
businesses' compliance with the law and rules, and when nec-

essary, 1lssuing cease and desist orders against violators.

FTC has made a special effort to check warranties

red by automobllm manufacturers. FTC's staff found
mostly minor violation which the manufacturers quickly
corrected. In only one case did the staff find a violation
sericus enough to issue an order.

In an April 1979 agreement with Renault U. S. A., Inc.,

FTC all d that the carmaker's warranties were in viclation
of the deral Magnuson-Moss Warranty Act. Renault offered

a limited warranty on its vehicles for 12 months or 12,000
miles, whichever came first. It also offered a limited
warranty of 24 months or 24,000 miles, whichever came first,
on the drive train of its vehicles. But the written warranty

limited all implied warranties, including those on the drive
train, to 12 months or 12,000 miles, whichever came first.

Implied warranties——whiﬂh are not written into contractg--
exist automatically under most State laws, and promise that a
product will be fit for ordinary use. This protection, which
is in addition to a written warranty, may give consume
stronger rights for some problems. Under its written warranty,

=
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the company would have to repair or replace a defective part.
Undey implied warranty, the customer could (1) cancel the

uct, (2) get back the purchase price and any
incurred in obtaining a new product, and
for economic loss and inconvenience.

Magnuson-Moss Act allows warrantors to limit the

yf ied warranties, but only to the duration of
warranty. Therefore, Renault's limitation on
warranty on the drive train was invalid, and the
nty would remain in effect for as long as each
allowed--usually 4 years.

.d Renault to notify all customers who pur-
after July 3, 75 (the date the Magnuson-
effective), that the limitation of the drive
warranty was extended.

ore, Lf consumers who purchased a Renault car

3. 1975, had drive train problems after the

1ty had expired but before the State limit on
nties was reached, they could have Renault make
'nd avoid both the risk of encountering usual

r problems and the cost of those repairs.

v

also commented on auto warranty legislation
sngress.  In 1978, FTC officials testified

sumer Protection Subcommittees of the House and
‘ommerce Committees calling for changes in the

s Warranty Act to provide better protection for
surchasers. FTC has continued its efforts this year
n with H. R. 1005, the proposed Automobile War-
-y and Repailr Act.

R. 1005 and auto

For more
warvanties,

Dispute resolution mechanisms program

pe
o189

stablished this program to encourage businesses to
g : Y ns for resolving minor consumer dis-
are developing guidelines for "model" systems
ave worked with the warranty program staff in developing
tion on H. R. 1005.

oy more detailed information on dispute resolution
mechanisms in use for auto repair problems, see appendix VIII.
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piﬁclgsqpq“Qﬂusubgtantial risk program

FTC's efforts in this area have been to get businesses
to digsclose material facts about their products so that con-
sumers, informed about product benefits and risks, can make
better marketplace decisions.

In a case which could have a significant effect on the
auto repair industry, FTC charged Ford Motor Company in
January 1978 with failing to disclose that some of its cars
had a defect 1/ and that the company had an adjustment pro-
gram to repair or compensate for the defect. FIC is seeking
to require Ford to (1) repay owners who have had their defec-
tive cars repaired at their own expense, (2) disclose to cur-
rent owners and prospective purchasers the existence of the
defect, and (3) disclose the existence of Ford's adjustment
program. Ford, on the other hand, contends that FTC is
seeking to require Ford to offer a different, longer war-
ranty than it has been offering, and that this requirement
would be contrary to State law, the Uniform Commercial Code,
and the PFederal Magnuson-Moss Warranty Act.

If FTC determines that Ford is indeed responsible for
major defects in its cars beyond its stated warranty period,
consumers' auto repair problems could be greatly affected.
First, FTC could probably apply the ruling to other auto-
mobile manufacturers. 2/ Second, such a ruling could mean
or manufacturing defect, the manufacturer would pay for the
repair. Warranty repairs are nct without their own problems
for consumers. (See app. X.) Nevertheless, consumers would
be relieved of the maior direct costs involved in the repair
because the manufacturer would have to fix the car at no cost
to the consumer.

1/FTC's concern for defects in automobiles relates to the

7 economic harm the defect may cause the consumer, in this
case repair costs. FTC's concern does not duplicate the
role of the National Highway Traffic Safety Administration,
which is to prevent the physical harm a defect may cause.

2/Section 5 (m)(1)(B) of the FTC Act (15 U.S.C. 45(m) (1) (B))

" enables FTC to enforce a litigated order against other
businesses engaged in the same acts or practices as the
defendant.
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ing argued before an FTC administrative

Law has been in litigation since January
1978, expected to go to trial in November
1979, in law judges in May 1979 delayed that
until Sta

ff could not predict when the law
; ~ase. After that decision, however,
either ¢ o omar his decision to the Commissioners.

S1v) g be appealed to the U.S. Court of Appeals
Supreme Court. These appeals can take

10

aned ther
Ve ral

Study of extent of unnecessary auto repair

NHTSA, is funding an analysis of the

: of unnecessary and unsatisfactory auto
resulting economic loss to consumers.
verated by NHTSA's diagnostic inspection pro-
p. VIT), the FTC/NHTSA contractor is comparing
ion reports, repair invoices, and reinspec-
‘yom the diagnostic centers. Although the con=-
d to be completed by September 1979, it

. and, as of November 1979 the expected comple-
slipped to June 1980.

1as met
-lon date

“f hope that the results of this contract will
:ntify unfair or deceptive auto repair practices
information on the extent of unnecessary re-
of components that are more likely to be
rely, the type of repair shop that is more
n unnecessary repair, and whether the like-
{ an unnecessary repair is related to the
! ‘ - the customers. NHTSA staff does not have
fic plans to use the contract results. In fact,
hnical manager for the contract told us that if
PC had not been interested in analyzing the data, NHTSA
would not have contracted for the study. The contract will
cost FTC about $30,000 and NHTSA about $72,800.

NHTHA'

‘eau of Economics staff is also analyzing data
wstic centers to confirm, supplement, O

ing data on the economic losses from incompetent
ir. Staff expect this to result in a staff

from ¢
G

Complaint handling

FIC ence and directly receives complaints from
consumers but ge 1ly does not act on the basis of these
individual complaints. According to a form letter used to
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o complaints, FTC considers how widespread
, how many consumers are hurt, how much harm
~h evidence it has, whether the case is im-
whole industry, dnd how much staff time is

staff which either responds to con-

“ ers the complaint to the professional
1 staff 1is informed of the particular areas
ssional staff are working or interested.

s a cataloged by firm, product, and type of
ading to the complaint. In fiscal year 1977, FTC
13,963 complaints; 1,039 dealt with auto service
air, and 764 of these dealt with unsatisfactory per-
rmance or gquality. PFTC staff in charge of its auto repair
cogram told us that FTC receives relatively few complaints
onoauto

al

MG has a centy
S ocomplaint o
afil. The centr
in which the prof
All comp i 58

Consume

Thoe only £or
unfair or deceptive auto repair practices has been a fact-
sheet explaining how to use a credit card as a protection
against faulty or unnecessary repairs.

necord
with an auto re
have the s5; al rights against the credit card issuer as
thoey have ag - the auto mechanic. If consumers have the
right, under State law, to withhold payment from the auto

mechanic for sl v or incorrect repairs, consumers also have
the right to @ > to pay the credit card company.

ing to the factsheet, if consumers have a problem
‘ ir purchased with their credit card, they

Tn order to use this important right, the factsheet
acknowledges that consumers must first try to work things
with the auto mechanic. Also, unless the card issuer

; the repair shop (as might be the case with
and gasoline credit cards), two other con-

—-The auto mechanic's shop must be in the consumer's
home State, or within 100 miles of the consumer's
current address

-=The cost of repairg must be over $50.
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Interagency coodination

Despite its rather limited role in protecting consumers
from auto repair abuse, FTC has been fairly active with other
Federal agencies and with congressional committees. FTC will
be part of the formal Interagency Coordinating Committee
which NHTSA recently proposed. (See p. 35.) FTC staff have
worked with NHTSA staff informally for a number of years.

FTC recently filed formal comments with the Environmental
Protection Agency about its proposed 5-year/50,000 mile war-
ranty of auto emission systems.

FTC staff have also cooperated with staffs of the House
and Senate Commerce Committees preparing for the Committees'
1978 hearings on auto repair. In July 1979, the FTC Chairman
reiterated FTC's views on auto warranties and warranty repair
problems before the Subcommittee on Consumer Protection and
Finance of the House Interstate and Foreign Commerce Commi t-
tee, in support of H. R. 1005, as discussed earlier in this
section and in appendix X.

FTC had a coordination problem with NHTSA and the Depart-
ment of Transportation in 1977. FTC was interested in further
analysis of the data generated by NHTSA's diagnostic center
demonstration project and asked the Department to perform the
analysis. The Department refused, stating that staff had been
reassigned and all funds had been spent. It did offer the raw
data to FTC for its analysis. But FTC could not provide the
$200,000 needed for the analysis. The matter was finally
settled when, after FTC brought the matter to the attention
of the House Commerce Committee's Subcommittee on Consumer
Protection and Finance, FTC agreed to pay $30,000 and NHTSA
agreed to pay the remainding $70,000 necessary to analyze
half of the project data.

Automotive policy session failed
to accelerate FTC's role

The Commissioners formally considered FTC's role in re-
solving consumers' problems with auto repairs during an April
1978 policy session on FTC's commitment in auto-related areas.
FTC staff who presented the policy session reported that, in
fiscal year 1977, automobile-related matters took up about
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5.2 percent of FTC's program resources. 1/ They acknowledged
that the allocation did not appear to be based on a strategic
decision about the relative importance of automobiles or auto-
mobile problems. The staff recommended that FTC emphasize
three closely related areas: defects, warranty performance,
and repair.

After reviewing auto repair problems, their causes, and
the various State and private programs, the Commissioners
considered two types of Federal assistance: first, measuring
what programs are effective and cost effective and secondly,
recommending that the Congress provide funds for State and
local programs. Finally, the Commissioners considered several
staff suggestions for specific FTC investigations:

(1) The need for trade reqgulation rules which would
(a) require wear disclosures,

(b) require written disclosure of what work must
be performed for transmissions or other parts
to be sold as rebuilt,

(c) prohibit shops from setting quotas for mechanics
or require disclosure of the existence of such
guotas,

(d) compel shops to provide binding estimates or
disclose whether estimates given are binding,
and

(e) require shops to disclose whether or not work
per formed is guaranteed to correct the mal-
function.

(2) The effect of the flat-rate manual on repair costs
(if the California Bureau of Auto Repairs adopts
regulations on the use of flat-rate manuals) .

1/The bulk of these resources were spent on matters which

“ were not directly related to auto repair. For example,
about 68 percent were spent on an indepth investigation
of the entire automobile industry, a complaint against
jeneral Motors' replacement part distribution system, a
rule to requlate used car sales, and three cases about
surpluses involved when creditors sell repossessed cars.
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(3) Whether manufacturers should be required to state a
specific time for parts availability when they sell
their cars.

(4) The extent of and problems caused by unavailability
of manufacturers' service bulletins to independent
garages.

(5) The magnitude and problems of the auto repair serv-
ice contract industry.

(6) The prevalence of deceptive practices in the sale
of transmission repairs.

(7) The effectiveness of the California regulation re-
quiring specific disclosures be made in the sale of
ball joints.

(8) The extent of consumer losses from under maintenance
and over maintenance and whether there are cost-
effective ways of making consumers more aware of the
importance of proper maintenance.

FTC's coordinator for its automobile activities told us
that, although the Commissioners did not formally act on any
of the matters proposed at the policy session, the mere
scheduling of the session signaled to the staff that auto
repair was a priority area.

However, several events occurring since that session
have, in our opinion, negated any perceptions of priority
which the session may have created. First, the Commissioners
turned down the major output of the auto repalir programs--
staff's recommendation for a $1.2 million study of existing
programs. Second, one of the investigations started after
the policy session was killed by budget cuts. Third, the
resources available for auto repair work have not increased.
Finally, the output of the auto repair program over 5 years
has been very limited and several FTC officials have agreed
that FTC has not yet defined a role for itself.

ENVIRONMENTAL PROTECTION AGENCY

The Clean Air Act, administered by EPA, will affect the
demand for auto repair and maintenance services for millions
of car owners. By 1983, Federal requlations will require
car owners in certain areas to maintain and, if necessary,
repair their cars to improve air guality. Results of the
first programs being implemented indicate that the repair
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industry is having some difficulty repairing cars properly
the first time.

Clean Air Act

The Clean Air Act has resulted in EPA programs that
affect each general phase of a car's overall life--design,
production, and in-use service. These programs include:

--Setting automobile emissions standards that require
manufacturers to produce cars that do not exceed
these Federal standards.

--Testing selected cars as they come off the assembly
line to determine their compliance with Federal
emission standards.

—Recalling automobiles that prove to have defective
emission control systems.

~-Approving State and local inspection and maintenance
(I/M) programs for reducing auto emissions in areas
where needed to meet national ambient air quality
standards.

In addition, the act required EPA to develop emission
testing that could be coordinated with Federal emission
standards and to prescribe regulations requiring automobile
manufacturers to guarantee auto emission control systems
for 5 years or 50,000 miles.

The act requires each State to submit to EPA plans which
describe how the State will control each designated pollutant
to meet national ambient air guality standards. Those States,
or particular areas within the State, that cannot demonstrate
to EPA the ability to meet these standards by December 31,
1982, must conduct an I/M program.

EPA's best estimate to date is that 50 to 60 areas will
be required to implement I/M programs. According to an EPA
official familiar with the I/M program, about 40 million cars
will be subjected to periodic inspections when I/M becomes
mandatory in 1983.

Inspection and maintenance programs

Inspection and maintenance programs are designed to
identify cars that are exceeding predetermined emigsion
standards and to require the owners of such cars to make
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repairs necessary to meet the standards. A normal emission
inspection consists of a visual check of the vehicle's ex-
haust for excessive smoke and an instrument test of the
exhaust to determine its content of carbon dioxide and
hydrocarhbons,

The most common type of test used is the idle test where
the vehicle is placed near the emission test equipment and
operated at idle speed. A small probe from the test equip-
ment is inserted in the vehicle's tailpipe, and after about
20 seconds, when the analyzer has stabilized, emissions can
be read.

While the idle test cannot duplicate fully the 19-hour
test procedure EPA uses to certify cars coming off the
assembly line, EPA believes it is capable of determining
which cars are emitting at much higher levels than they
would if they were-operating properly.

Cost of inspection

Several States currently require car owners to submit
to periodic I/M programs. According to EPA, data on these
programs show that an inspection fee of $5 is adequate to
cover the operating costs of I/M programs.

In addition to the inspection fee, automobiles which
fail to pass the emissions test must be adjusted to bring
them into compliance with emission standards.

Who pays for repairs?

In a January 1979 report, 1/ we concluded that the
primary reason for State and general public resistance of
I/M programs was the cost to the individual car owners. We
also concluded that this resistance would continue until
owners are assured that, where appropriate;, the cost will be
incurred by the manufacturer.

EPA realizes that the public's acceptance of I/M is
determined not only by the amount of out-of-pocket expenses
incurred and the perceived benefits but by the guarantee of
consumer protection and the relative convenience of the

l/"Better Enforcement of Emission Standards--A Way to Improve
Air Quality," CED-78-180, Jan. 23, 1979.
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program. EPA also recognizes that a key component in the
degree of public acceptability of an I/M program is the
quality and reliability of work provided by the automobile
repalr industry.

Sections 207(a) and (b) of the act authorize EPA to re-
gquire auto manufacturers to warrant their vehicles for spe-
cified periods of time. Already implemented, section 207(a)
requires auto manufacturers to warrant for 5 years or 50,000
miles (whichever comes first) the repair or replacement of
the catalytic converter, thermal reactor, or other components
installed on the vehicle for the primary purpose of reducing
emissions. This warranty means that a manufacturer would pay
for repair or replacement of the above components if their
failure caused a car to fail the inspection. Section 207(b)
would require the auto manufacturers to warrant for 2 years
or 24,000 miles (whichever comes first) any other part that
could cause excessive emissions. This warranty would make
the manufacturer liable for the cost of any repairs needed to
bring a car--which has been properly operated and maintained--
into compliance with Federal emission standards.

On May 25, 1977, EPA published its proposed regulations
for implementing the warranty. Because of certain revisions
made to the warranty provisions by the 1977 amendments to
the act, EPA redrafted its warranty proposal and published
new proposals on April 20, 1979.

EPA's proposed regulations to implement section 207(b)
have been met with resistance from both industry and govern-
ment sources. For example:

~--A spokesman for independent repair businesses stated
that the 2-year/24,000 mile warranty will result in
lost work and sales for independents because car
owners will have nonwarranty repairs done while their
cars are in the dealerships for warranty repairs.

——-General Motors stated that the proposed regulations
are overly detailed, extremely difficult to enforce,
place additional financial obligations and burdens on
manufacturers, and would not materially improve air
quality.

—--The Federal Trade Commission stated that several key
provisions of the proposed regulations could have
significant adverse effects on competition in the
repair service industry that are not outweighed by
the environmental benefits.
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According to EPA, these comments are being considered
and final regulatio are expected to be prescribed by early
ing of 1980. Officials stated that they expect the final
julations to be similar to the proposals published in
April 1979.

o
?

tion failure

Studies of the ongoing I/M programs show that about
percent of the cars initially fail to pass the emission
rest, with the average cost of resulting repairs ranging
from $16 in one program to $32 in another. According to

EPA, most failing cars required relatively simple corrective

measures to bring them back into compliance--repairs or ad-
justments, such as correcting the idle mixture, resetting

the idl speed and timing to manufacturer's specifications,
and replacing disconnected or rerouted vacuum lines.

Even though EPA states that most corrective measures
are relatively simple, studies indicate that many vehicles
are not being repaired adequately enough to pass reinspection.

For example, the New Jersey Motor Vehicle Inspection
System Study Commission reported on May 31, 1978, that
23.5 percent of the vehicles it studied failed to pass the
emi: >ns reinspection test. For comparison, it cited a
24.5-percent reinspection failure rate for a similar study
conducted by the National Highway Traffic Safety Administra-
tion. The New Jersey Commission concluded that, since the
rcentages for the two studies were sO close, in the United
ates in general 25 percent of the vehicles that fail emis-
sions tests are apparently not getting repaired adequately
enough to pass reinspection.

A University of Alabama study shows the rate of un-
satisfactory emission repairs in the sample of vehicles
tested in California, Missouri, and Alabama to be 47,
43, and 35 percent, respectively.

I1/M increases demands for skilled mechanics

According to the automotive industry, skilled mechanics
are in short supply. EPA has recognized the need for better
trained mechanics in the area of emissions and has initiated
emissions training on a limited scale. However, EPA's motive
for supporting mechanic training programs is not primarily
to address consumers' auto repair problems but to keep emis-
sion control devices on automobiles working properly.
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EPA decided to upgrade skille of auto mechanics in the
5 of emission-related diagnosis and repairs by offering
i s to professional instructors--such as teachers
--who, in turn, could train other instructors

According to EPA, it is less costly to train

nor fficient to use the present structure of educational
systems than to try and set up one of its own.

To implement this program, EPA awarded over $825,000
in grants to Colorado State University for developing a
packaged emissions training course that could be used to
‘rain the professionals. According to EPA, the University
has developed several packaged emissions control courses,
conducted workshops and seminars that have resulted in
hundreds of trained instructors, and provided educational
assistance and training to EPA staff, States, and private
industries on an "ad hoc" basis.

One EPA official familiar with the program stated that,
since the program's beginning in 1974, the University has
trained over 300 instructors who either directly or indirectly
have resulted in thousands of trained mechanics.

SMALL BUSINES

S ADMIN

TRATION

The Small Business Administration may have a role to
play in resolving consumers' auto repair problems by helping
repair facilities buy improved diagnostic and repair equip=-
ment.

SBA--an independent Federal agency--counsels, assists,
and provides financial aid to small businesses, including auto
repair-related establishments. One of its loan programs—-the
Regular Business Loans program--provides financial aid to
business concerns that are not dominant in their fields.

To qualify for aid under this program, a business must

--not be able to obtain financial assistance from other
sources,

~--have good character and repayment ability, and

--have sufficient equity and collateral.
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Businesses gualifying for SBA assistance may receive loans
directly from SBA or by SBA's guaranteed loan repayment plan,
Under the guarantee plan, SBA agrees to purchase, from banks
or other lending institutions, the guaranteed portion 1/ of
the locan if the business defaults.

In those cases where banks' or lending institutions'
participation is not available, businesses may still qualify
for a direct loan from SBA.

Loans to auto repair establishments

Over the years SBA has provided financial aid to hundreds
of thousands of small businesses. In the Reqular Business
Loan program alone, SBA's cumulative total through Decem-
ber 31, 1978, is 292,396 loans totaling $21.6 billion.

Table 1 summarizes SBA loans granted to five general
categories of auto repair businesses over a period of about
2-1/2 years. Although these figures do not include all of
the loans SBA has provided to auto repair establishments,
they serve to illustrate that millions of dollars in SBA
loans are available to auto repair businesses in need of
financial assistance.

Small garage eqguipment problem

According to the National Highway Traffic Safety Admin-
istration, the rapid advances in automobile technology, the
potential for increasingly comprehensive and stringent vehicle
inspection, and the new equipment which may be required to
test and repair new technology automobiles will financially
and t@ahnlcally strain the small automotive repair garages.
NHTSA's small garage study was discussed earlier in this
appendix on pdge 136. “ X

1/8BA's guarantee authority:is. llmlted to a maximum of
90 percent for these loans. ‘

156

e



APPENDIX XI APPENDIX XI

Table 1

8BA Loans To Auto Repair-Related Businesses

(Figures Rounded to Nearest 51)

o 1gva - Total
No. ~"Dollars  No, Doliars

Type of . Caeyy T
business No, Botlars

Hew and used

192 § 60,514,752 373 5 64,122,609 a/ll8 $19,663,700 883 $144,301,06!
479 34,160,975 465 36,707,600 a/182 13,474,900 1,126 4,343,475

4573 23,213,130 03 31,649,865 b/214 13,677,186 1,170 68,540,181

pair shop
not elsewhere

192 10,644,510 208 14,111,650 b/106 9,045,700 506 33,801,860

o SR
pair and car
washes 23 1,479,320 27 1,836,850 b/18 982,100 68 4,298,270
Total 1,539 $130,012,687 1,576 $148,428,574 638 556,843,586 3,753 $335,284,847
a/Up Lo April 30, 1979,

b/ g to May 10, 1979,

LAW ENFORCEMENT ASSISTANCE ADMINISTRATION

The Law Enforcement Assistance Administration has an
indirect role in solving consumers' auto repair problems.
LEAA's grant program has provided funds to the National
District Attorneys Association. In turn, NDAA supports an
economic crime project that works to identify and prevent
fraudulent auto repairs.

LEAA was established in 1968 by the Omnibus Crime Control
and Safe Streets Act (42 U.S5.C. 3711). Under the general
authority of the Department of Justice, LEAA's purpose is to
help State and local governments strengthen and improve law
enforcement and criminal justice. LEAA has awarded funds--at
its discretion--to support criminal justice projects, one
of which is the Economic Crime Project organized in 1973
by the NDAA.
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Economic Crime Project

The project was organized by NDAA in response to both
the growing threat of white~collar crime and the complexity
of its prosecution. To help improve the capability of local
district attorneys to detect, investigate, and prosecute
white-collar crimes and to increase public awareness and
cooperation, LEAA awarded about $4.8 million to the project.
Currently, there are 72 units in 34 States helping the in-
vestigation and prosecution of economic crimes within their
jurisdictions.

During the last 2 years, several economic crime units
have combined efforts and established five task forces. The
goals of these task forces include developing investigative
and prosecutorial approaches to specific areas of fraud which
have national impact on law enforcement. One of these task
forces--auto repair fraud--was created to address the problem
of auto repair fraud and abuse.

Auto Repair Fraud Task Force

In early 1977, project officials determined that auto
repair fraud and abuse constituted one of the most common
sources of citizens' complaints brought to the attention of
prosecutors' offices and other consumer agencies. 1In recog-
nition of this problem, the officials- established an Auto
Repair Fraud Task Force to

--create model guidelines for successful detection,
investigation, and prosecution of auto repair fraud
and abuse,

--establish a program to screen and resolve consumer
complaints,

~--develop civil alternatives to prosecution,

--establish lines of communication and access to the
business community, and

-=coordinate with local, State, and Federal Government
agencies to resolve auto fraud and abuse complaints.

As a result of the task force's efforts, the project
published the ‘Auto Repair Fraud Manual® in 1978. The manual
is intended to serve as a guide for prosecutors and police
in conducting auto repair fraud investigations and prosecu-
tions. According to project officials, 600 manuals were
printed and distributed to interested parties.
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LEAA has also sponsored a study by the National Associa-
tion of Attorneys General of the various State auto repair
regulations. We used that study in preparing appendix IV.

OFFICE OF CONSUMER EDUCATION

In June 1972, the Congress found that there were inade-
quate resources for educating and informing consumers about
their role as participants in the marketplace. It created
the Office of Consumer Education to fund research and demon-
stration projects which would fill this gap. Since its in-
ception through fiscal year 1980, OCE has been authorized to
spend $145 million but has only received (through fiscal year
1979) S$14 million. With those funds, OCE has supported about
245 grants and contracts.

OCE projects generally fall into one of three categories.
Some grantees educate other educators; that is, the grantees
conmduct workshops for teachers. Other grantees may directly
educate consumers by conducting seminars or publishing and
distributjing pamphlets. The third category includes grantees
who develop resources for others to use in educating con-
sumers. For example, one grantee is developing a consumer-
oriented reporting service for college newspapers; another
is producing a Spanish/English financial resources guide.

Some of these general projects may deal with auto repairs
as one of several consumer problems. For example, one grantee
is mailing to families in a suburban community a newsletter
containing consumer information on food and nutrition, in-
surance, credit, warranties, medical care, as well as auto

repair.

OCE has only funded five projects dealing specifically
with auto repairs. Each was a one-time effort; OCE does
not have a specific program to educate consumers about auto
repair. One organization received a grant in- fiscal year
1977 to prepare educational materials dealing with automotive
marketplace decisions. The same organization received a con-
tract in fiscal year 1978 to train other OCE grantees using
the materials developed with the previous year's grant funds.

OCE awarded a contract to a Chicago advertising agency
to develop a public service announcement about the auto re-
pair "5 o'clock surprise."” The announcement, which has been
distributed to about 6,000 radio stations around the country,
advises consumers to get written estimates before authorizing

repairs.
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Wut, and dl ﬁemlnate three ‘S0-minute learning
> with driving age high school students. One

,uppmﬂed to discuss how consumers can protect

; gainst unnecessary oOr improper auto repairs.

: chﬂl grantee, also funded during fiscal year 1979,
HWVQJO)JHQ an "Autommbile Owner's Survival Manual"--a

glove-compartment sized, comprehensive guide including
"overything an enlightened consumer needs to know about

auto maintenance, repair, and purchasing."”

OTHER FEDERAL GOVERNMENT AGENCIES

We reviewed several other Federal agencies to examine
their involvement, if any, with consumers' auto repair
problems. We determined that the consumer auto repair-
related activities of these agencies were very limited.

These agencies are the:

‘fice of Consumer Affairs—--processes most of the

al consumer inquiries to the Federal Government
jarding automobiles. In 1976, the Office processed
0 automobile-related complaints, of which about
35 percent related to repair problems. For 1977, the
figures were 1,494 and 29, respectively.

~--Department of Energy--prepares and distributes pam-
‘ = to consumers informing them that an auto-
mobile will get better miles per gallon if maintained

properly.

“WUfleO of Personnel Management--sets standards and
: s of experience needed for auto mechanics

byved by Federal agencies but does not require a

en competency test to evaluate applicants.

~~~~ Department of Defense-—operates and maintains a large
fleet of vehicles. Records are maintained detailing

the types, frequencies, and costs of repairs. However,
the Depdrtmont of Defense's fleet is not representatlve

of the U.S. auto population; also, the information is

limited and information retrieval would have to be done

manually. Air Force officials expect to have a more
sophisticated computerized system available in 1980

which would expedite analysis of repair and maintenance

information. This kind of information may aid the
National Highway Traffic Safety Administration in

developing automobiles' ease-of-diagnosis and repair
ratings.
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--General Services Administration--operates and main-
tains a large fleet of vehicles. Fleet operators are
required to inspect vehicles prior to accepting them
and to prepare reports for all deficiencies found,
including safety and emission systems. Although the
agency potentially could provide data on costs and
frequency of repairs, much needs to be done to gather,
centralize, code, and disseminate the data. Also,
the agency's fleet is not representative of the U.S.
auto population.

(208070)
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