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Summary 
The ACCC proposes to grant authorisation to the proposed arrangements until 30 June 2012.  

The authorisation process 

The Australian Competition and Consumer Commission (ACCC) can grant immunity from the 
application of the competition provisions of the Trade Practices Act 1974 (the Act) if it is 
satisfied that the benefit to the public from the conduct outweighs any public detriment. The 
ACCC conducts a public consultation process to assist it to determine whether a proposed 
arrangement results in a net public benefit. 

The application for authorisation  

On 22 December 2006 the Motor Trades Association of Australia (the MTAA), on behalf of its 
members, lodged application for authorisation A91025. The MTAA is seeking authorisation to 
develop and promote a real times guide to smash repairers and providers of motor vehicle 
insurance (the proposed arrangements). 

The real times guide is intended to be used by smash repairers and insurers to assist in the 
preparation of estimates for automotive smash repairs. The real times guide contains a series of 
times for the removal and replacement of parts, and the time taken to paint car panels. 

The real times guide provides a facility for obtaining the list price of parts needed for the repair 
work by sourcing the information from parts providers. The guide also separates the cost of 
consumables needed for a repair job (paint, sanding equipment, drill bits, etc) in its estimated 
quotes. 

The MTAA submits that the promotion of the real times guide will be limited to advising 
industry participants of its existence and explaining how to use the guide. In this regard, the 
MTAA notes that its member bodies would hold information sessions for smash repairers and 
insurers, where they would seek to educate and inform smash repairers on how to use the guide, 
should they choose to adopt it. The MTAA submits that attendees would be informed that use of 
the guide is solely at their discretion, and not a basis for setting a smash repairer’s hourly rate. 

Background 

The guide is intended to assist smash repairers move away from the so-called funny time, funny 
money (FTFM) system of quotation that has become commonplace in the smash repair industry.  
FTFM refers to the practice of smash repairers, with the knowledge of insurers, inflating the 
estimated hours taken within the ‘repair’ segment of a given job to try to compensate for what 
they may perceive as uneconomically low hourly rates of payment. 

Public detriment 

The ACCC considers that the proposed arrangements are unlikely to have a significant effect on 
competition. There are a number of features of the proposed arrangements that should serve to 
mitigate detriment otherwise associated with widespread promotion of a guide, including: 

 the proposed arrangements are voluntary for both insurers and smash repairers  

 the proposed arrangements are unlikely to prevent ongoing competition on shop rates and 
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 insurers are likely to remain in a strong bargaining position during any negotiation, such 
that they are likely to be able to constrain any potential price rise. 

Public benefit 
The ACCC is satisfied that the proposed arrangements are likely to generate a public benefit by 
giving smash repairers and insurers access to a quotation tool that may allow them to: develop 
more transparent quotes; increase the efficiency of their quoting processes; and simplify the 
process of comparing quotes from competing smash repairers. 

The ACCC notes that the scope for the real times guide to be used to develop more transparent 
quotes may be lessened by the inclusion of cost guidance based on the recommended retail price 
of parts and consumables. However, the MTAA can go some way towards addressing these 
concerns by making it clear during any promotion of the real times guide, that the information 
contained within, and particularly the information relating to parts and consumables costs, is for 
guidance only and that final prices will be subject to negotiation with the relevant insurer. The 
MTAA could also encourage smash repairers to reflect actual costs in their quotes. 

Balance of public benefit and detriment 

On balance, the ACCC considers that the public benefit flowing from the proposed 
arrangements is likely to outweigh any public detriment that may arise due to a lessening of 
competition. Consequently, the ACCC proposes to grant authorisation to the proposed 
arrangements. 

Length of authorisation  

The ACCC generally considers it appropriate to grant authorisation for a limited period of time, 
so as to allow an authorisation to be reviewed in the light of any changed circumstances. 

The ACCC considers that a transition period is likely to occur as businesses adapt to developing 
quotes based on the concept of real time, real money. The ACCC considers that the benefits that 
may arise from the proposed arrangements are likely to occur to a greater extent in the medium 
to long term as businesses become more familiar with the process of developing such quotes.  

The ACCC proposes to grant authorisation to the proposed arrangements 30 June 2012. 

Interim authorisation 

At the time of lodging the application the MTAA requested interim authorisation to allow it to 
begin the process of promoting the real times guide. The ACCC denied interim authorisation on 
24 January 2007. 

The ACCC has since reconsidered the matter of interim authorisation, and now grants interim 
authorisation to allow the MTAA to begin the process of promoting the real times guide. 

Interim authorisation will remain in place until the date the ACCC’s final determination comes 
into effect or until the ACCC decides to revoke interim authorisation. 

The next steps 

The ACCC will now seek further submissions from the applicant/s and interested parties in relation 
to this draft determination prior to making a final decision. The applicant and interested parties may 
also request that a conference be held to make oral submissions on the draft determination. 
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1. Introduction 

Authorisation 

1.1 The Australian Competition and Consumer Commission (the ACCC) is the 
independent Australian Government agency responsible for administering the Trade 
Practices Act 1974 (the Act). A key objective of the Act is to prevent anti-
competitive conduct, thereby encouraging competition and efficiency in business, 
resulting in a greater choice for consumers in price, quality and service. 

1.2 In certain circumstances, however, the Act allows the ACCC to grant immunity from 
legal action for conduct that might otherwise raise concern under its competition 
provisions. One way in which parties may obtain immunity is to apply to the ACCC 
for what is known as an ‘authorisation’. 

1.3 The ACCC may ‘authorise’ businesses to engage in such conduct where it is 
satisfied that the public benefit from the conduct outweighs any public detriment.   

1.4 The ACCC conducts a public consultation process when it receives an application 
for authorisation. The ACCC invites interested parties to lodge submissions 
outlining whether they support the application or not, and their reasons for this.   

1.5 After considering submissions, the ACCC issues a draft determination proposing to 
either grant the application or deny the application. 

1.6 Once a draft determination is released, the applicant or any interested party may 
request that the ACCC hold a conference. A conference provides all parties with the 
opportunity to put oral submissions to the ACCC in response to the draft 
determination. The ACCC will also invite the applicant and interested parties to 
lodge written submissions commenting on the draft. 

1.7 The ACCC then reconsiders the application taking into account the comments made 
at the conference (if one is requested) and any further submissions received and 
issues a final determination. Should the public benefit outweigh the public 
detriment, the ACCC may grant authorisation. If not, authorisation may be denied.  
However, in some cases it may still be possible to grant authorisation where 
conditions can be imposed which sufficiently increase the benefit to the public or 
reduce the public detriment. 

The application for authorisation 

1.8 On 22 December 2006 the Motor Trades Association of Australia (MTAA) and its 
member bodies lodged application for authorisation A91025 with the ACCC. The 
MTAA’s member bodies are: 

 Motor Traders’ Association of NSW 

 Motor Trade Association of South Australia 

 Victorian Automobile Chamber of Commerce (incorporating Tasmanian 
Automobile Chamber of Commerce) 



 

 Motor Trade Association of Western Australia 

 Motor Trades Association ACT 

 Motor Trades Association Northern Territory 

 Australian Automobile Dealers Association and 

 Service Station Association. 

1.9 The application concerns the development and promotion of a ‘real times guide’ to 
smash repairers and providers of motor vehicle insurance. 

1.10 The MTAA has not indicated the period for which it is seeking authorisation. 

Interim authorisation 

1.11 At the time it lodged its application for authorisation, the MTAA also sought interim 
authorisation to begin the promotion of the real times guide. 

1.12 On 24 January 2007 the ACCC decided not to grant interim authorisation at that 
time to the MTAA. In assessing the request for interim authorisation the ACCC 
considered that: 

 a number of issues raised during consultation with interested parties required 
further consideration 

 it was more appropriate in this case to further consider the merits of the 
application before allowing the commencement of conduct that might alter 
market behaviour 

 there did not appear to be any specific urgency. 

1.13 The ACCC has revisited the matter of interim authorisation as part of its 
consideration of this draft determination. The ACCC notes that, since its earlier 
decision in respect of interim authorisation the MTAA has provided both the ACCC 
and interested parties with further information on the proposed promotion of the real 
times guide. The ACCC has also been able to look more closely at the issues that 
may arise from the proposed arrangements. 

1.14 The ACCC considers that, overall, the proposed arrangements are likely to result in 
a net public benefit. The ACCC also considers that the online nature of the real times 
guide is likely to enable the MTAA to unwind the arrangements by ceasing to make 
the guide available if authorisation is later denied. Consequently, the ACCC grants 
interim authorisation to the proposed arrangements in the terms set out in this draft 
determination. Interim authorisation will remain in place effect until either the date 
that the ACCC’s final determination takes effect, or until revoked by the ACCC.



 

Chronology 

1.15 Table 1.1 provides a chronology of significant dates in the consideration of this 
application.   

Table 1.1: Chronology of application for authorisation A91025 

DATE ACTION 

22 December 2006 Application for authorisation lodged with the ACCC, including an 
application for interim authorisation. 

17 January 2007 Closing date for submissions from interested parties in relation to the 
request for interim authorisation. 

24 January 2007 The ACCC denied interim authorisation. 

27 February 2007 Closing date for submissions from interested parties in relation to the 
substantive application for authorisation. 

16 March 2007 Submission received from MTAA in response to interested party 
submissions. 

11 April 2007 Draft determination issued. Interim authorisation granted. 



 

2. Background to the application 
The applicant 

2.1 The MTAA is the national representative organisation for the retail, service and 
repair sector of the Australian automotive industry. The MTAA represents the 
interests, at the national level, of over 100 000 retail motor trade businesses which 
employ over 316 000 people. 

2.2 In addition to representing its members bodies (as listed in paragraph 1.8), the 
MTAA represents a number of affiliated trade associations. These associations 
represent particular sub-sectors of the retail motor trades ranging from motor vehicle 
body repair to automatic parts recycling. 

2.3 The MTAA is directed by a board comprised of a representative of each of the 
MTAA’s member bodies.   

The relevant industries 

2.4 The application concerns two interdependent industries – the smash repair industry 
and the motor vehicle insurance industry. The relationship between smash repairers 
and insurers has long been a source of tension, and the focus of several government 
inquiries. 

2.5 Most recently, in March 2005, the Productivity Commission completed an inquiry 
into aspects of the financial and other commercial relationships between the two 
industries. To a large extent, the current application for authorisation by the MTAA 
relies on the findings and recommendations outlined in this Productivity 
Commission report. Much of the background material in the remainder of this 
chapter is also sourced from that report. 

The smash repair industry 

2.6 The number of businesses carrying on smash repair work in Australia has been 
estimated at around 5000. Most of these are small privately owned businesses that 
employ less than six people. Most smash repairer businesses work exclusively on 
damaged vehicles and do not generally carry out non-collision related mechanical 
repairs or vehicle servicing.1 

2.7 Around 75 per cent of work carried out by smash repairers is generated through 
insurance claims. Most of the time this is arranged directly between the insurer and 
the smash repairer, with only a small proportion arranged by policyholders.2 The 
remaining portion of smash repair work is obtained by sourcing work through other 
channels such as fleet operators, motor vehicle dealers and directly from motor 
vehicle owners. 

2.8 The key activities in the repair of collision damaged vehicles are: 

                                                 
1  Productivity Commission 2005, Smash Repair and Insurance, Report No.34, Canberra, p27. 
2  ibid. 



 

 remove and replace damaged and other components  

 supply of replacement parts 

 repair of damaged components 

 painting replacement parts and damaged components. 

2.9 Traditionally, smash repairing has involved labour intensive standard panel beating 
and painting techniques. Recently, repair technologies have advanced to 
accommodate the improved technology embodied in modern vehicles.3 

2.10 Replacement parts may represent up to 50 per cent of the overall cost of repairing a 
damaged vehicle.4 There is considerable scope to vary the type of replacement parts 
used, with parts supplied by vehicle manufacturers or by specialist new and recycled 
parts distributors. Both genuine and non-genuine parts are available. 

The motor vehicle insurance industry5 

2.11 In terms of premium revenue, motor vehicle insurance represents the largest 
component of the broader general insurance market. There are four major providers 
of motor vehicle insurance in Australia.  

Insurance Australia Group 

2.12 Insurance Australia Group (IAG) is the largest provider of car insurance in 
Australia. Its share of the Australian motor vehicle insurance market is 
approximately 50 per cent. IAG companies own the NRMA Insurance, SGIC, SGIO, 
CGU, NZI, State and Swann brands. IAG also has a strategic alliance with the Royal 
Automobile Club of Victoria to underwrite its insurance products.6 

Suncorp–Metway Limited7 

2.13 Suncorp–Metway Ltd (Suncorp) sells a range of products in banking, insurance, 
investment and superannuation, and has an estimated market share of 22 per cent in 
motor vehicle insurance. Suncorp also owns the GIO brand, RACT Insurance, as 
well as a 50 per cent share of RACQ insurance Ltd and RAA Insurance Ltd. Suncorp 
is currently in the process of purchasing the Promina group. 

Promina 

2.14 The Promina group operates a number of businesses that provide motor vehicle 
insurance including AAMI, APIA, Vero, Just Car Insurance and Shannons. Promina 
also operates a joint venture with RACWA. Promina’s share of the Australian motor 
vehicle insurance market has been estimated at 20 per cent. 

                                                 
3  ibid p29. 
4  ibid p28. 
5  ibid p16 (Market share data is based on approximations published within the Productivity Commission’s 

report). 
6  IAG’s website < http://www.iag.com.au/pub/iag/about-us/brand.shtml>. 
7   Suncorp’s website <http://www.suncorp.com.au/suncorp/about/corporate_profile/overview.html>. 



 

Allianz 

2.15 Allianz Australia Insurance Ltd is a subsidiary of the German based Allianz group. 
Unlike the other providers of motor vehicle insurance, Allianz only sells motor 
vehicle insurance under its own brand. Allianz is estimated to hold 7 per cent of the 
market for motor vehicle insurance. 

Process for selecting a smash repairer and approving work 

2.16 The quotation process plays a central part in the relationship between smash 
repairers and insurers. Most insurers employ assessors to review and modify quotes, 
and to determine or agree to the method of repair, in accordance with the insurers’ 
policies. Assessors operate in different ways, but their underlying task is the same: 
to ensure the repair is undertaken properly, to control costs and to undertake random 
audits of work done. 

Preferred repairers8 

2.17 The major motor vehicle insurance companies each maintain a group of preferred 
smash repairers, to whom they direct the majority of their claims. While the method 
of selecting and maintaining preferred smash repairers differs between the major 
insurers, it is common for preferred smash repairers to enter into standard 
agreements covering the work and guarantees involved. However, all of the major 
insurers also use non-preferred smash repairers. 

Methods used by the various insurance companies9  

AAMI 

2.18 AAMI uses a competitive quoting method to obtain smash repair quotes. Under this 
system, two smash repairers – one of whom may be selected by the policyholder, 
while the other must be a preferred smash repairer – provide quotes to an AAMI 
assessor. The smash repairers nominate the scope of work required, so there is the 
possibility that each will quote on different work. Assessors then choose the most 
‘complete and competitive’ quote. AAMI permits quoting variations, or 
‘supplementaries’, whereby the chosen smash repairer may be permitted to expand 
the scope of work after repairs have commenced and attain higher payments. 

Allianz 

2.19 Allianz generally allows the policyholder, if they so wish, to choose a smash 
repairer, subject to the involvement of an Allianz assessor. The damaged vehicle is 
considered by an assessor and smash repairer together on-site at the chosen smash 
repairer’s workshop. Open quotes are permitted, and total repair costs are not 
finalised until the vehicle is completely inspected by both parties. 

                                                 
8  Productivity Commission, 2005, p37. 
9  ibid p77. 



 

Suncorp 

2.20 Suncorp allocates smash repair work in two ways, depending on whether the 
policyholder nominates a smash repairer, or if it is using a preferred smash repairer. 
Where policyholders nominate a specific smash repairer that is not part of the 
preferred network, Suncorp will invite the smash repairer to submit a quotation. This 
is then reviewed by a company assessor. Where a preferred smash repairer is used, 
Suncorp approaches them to quote on vehicles that are lodged at assessment centres. 

2.21 Suncorp requires only a single assessed quote before work commences. Open quotes 
are permitted, whereby the total costs are permitted to change over the course of the 
repair process. 

Insurance Australia Group10 

2.22 IAG policyholders may either use a preferred smash repairer or choose their own 
smash repairer as an optional extra. Some of IAG’s brands, including NRMA, offer 
choice of smash repairer as standard. If a policyholder chooses a smash repairer that 
is not an IAG preferred repairer, IAG may inspect the vehicle prior to authorising 
any repairs and may either authorise and pay for the fair and reasonable cost of 
repairs, or pay the policyholder directly for the fair and reasonable cost of repair. In 
determining the fair and reasonable cost, IAG may consider a number of factors, 
including quotes from other smash repairers. 

Funny time, funny money 

2.23 A key point of contention between smash repairers and insurers is the formation and 
acceptance of quotes for work, in particular, the use of funny time, funny money 
(FTFM). The Productivity Commission has described the FTFM system of quoting 
in the following way: 

… the practice of quoting fictitious times for repairs is commonly known in the industry as 
‘funny time, funny money’ (FTFM). This generally involves repairers (with the full knowledge 
of insurers) inflating the estimated hours taken within the ‘repair’ segment of a given job to try 
to compensate for both the relatively fixed times within other segments (R&R, paint, parts 
supply), and for what they may perceive as uneconomically low hourly rates of payment in the 
‘repair’ or other stages including R&R.11 

2.24 The Productivity Commission concluded that the FTFM system, where still used, 
results in prices which may fail to efficiently reflect repair costs. It stated further 
that: 

… alternative quotation systems using more realistic times and rates could form the basis for 
negotiation while avoiding the inherent problems of FTFM in distorting repair methods, 
favouring lower quality materials and reducing the transparency of quoting outcomes.12 

2.25 The Productivity Commission noted that considerable change will be required within 
sections of the industry in moving from a FTFM system. 

                                                 
10  Information under this heading was gathered from various IAG product disclosure documents for 

comprehensive motor vehicle insurance. 
11  Productivity Commission, 2005, p82. 
12  ibid p86 – 87. 



 

Code of conduct 

2.26 In June 2006, the voluntary Motor Vehicle Insurance and the Repair Industry Code 
of Conduct (the Code of Conduct) was introduced across Australia. 

2.27 The Code of Conduct is intended to promote transparent, informed, effective and co-
operative relationships between smash repairers and insurance companies based on 
mutual respect and open communication.13 

2.28 Among other things, the Code of Conduct requires full disclosure in quoting for 
work and payment and a transparent and independent external dispute resolution 
mechanism. 

2.29 The Code of Conduct is administered by a committee comprising three appointees of 
the Insurance Council of Australia and three appointees of the MTAA. 

2.30 In October 2006, the NSW State Government passed legislation making the Code of 
Conduct mandatory in NSW.14 

                                                 
13  Motor Vehicle Insurance and Repair Industry Code of Conduct, p4. 
14 http://www.fairtrading.nsw.gov.au/motorvehicles/motorindustry/motorvehicleinsuranceandrepairindustry 

codeofconduct.html> 



 

3. The application for authorisation 
3.1 The MTAA is seeking authorisation to develop and promote a real times guide to 

smash repairers and providers of motor vehicle insurance (the proposed 
arrangements).  

3.2 While the authorisation has been expressed so as to relate to the development and 
promotion of a real times guide, all supporting material provided by the MTAA 
deals exclusively with the promotion of a real times guide. 

3.3 The proposed arrangements potentially raise concerns under the anti-competitive 
conduct provisions of the Act. Being an organisation comprising competing smash 
repairers, MTAA’s (or its state bodies’) distribution and promotion of the guide may 
be seen as agreements between competing repairers to use the guide or at the very 
least, agreement to make available with reasonable expectations that it may be taken 
up by those competing repairers.  Consequently, the MTAA has lodged an 
application for authorisation with the ACCC. 

3.4 The MTAA is also seeking authorisation on behalf of its member organisations.  

The real times guide 

3.5 The real times guide is intended to be made available to smash repairers and insurers 
to assist in determining expected repair times including to assist in the preparation of 
estimates for automotive smash repairs.  

3.6 The real times guide is an interactive computer based program that allows repairers 
to estimate the time taken for the removal and replacement of parts, and the time 
taken to paint car panels. Repairers use the guide by inputting the make and model 
of the vehicle, the nature of the repair, and obtaining online access to manufacturer 
guidelines. The MTAA submits that the times included for the removal and 
replacement of parts have been developed using each vehicle manufacturer’s 
preferred repair method and the specific number of tasks needed to carry out each 
job, together with a set up allowance. Painting times are derived from the specific 
directions of the paint manufacturers for the proper use of their products.  

3.7 The real times guide also provides a facility for obtaining the list price of parts 
needed for the smash repair work from parts providers. The guide also separates the 
cost of consumables needed for a smash repair job (paint, sanding equipment, drill 
bits, etc) in its estimated quotes. The guide can include the cost of these 
consumables, which is based on the recommended retail price of suppliers in the 
smash repairer’s jurisdiction. 

3.8 The MTAA submits that, should repairers choose to use the guide for the preparation 
of individual repair estimates, negotiations with insurance companies would 
continue to maintain pressure on times quoted. It further submits that the quotation 
would be based not only on times, but also shop rates which would be set 
individually by repairers reflecting individual business structures, capabilities and 
competencies and ultimately subject to negotiation with the insurance company. 



 

3.9 The real times guide does not contain data relating to the actual task of repairing 
damaged panels, but to the time taken to remove, replace and paint. Time taken to 
repair panels would need to be determined by the repairer and like the remainder of 
the quote will be subject to negotiation between the smash repairer and the insurer. 

Promotion of the real times guide 

3.10 The MTAA submits that the promotion of the real times guide will be limited to 
advising industry participants of its existence and explaining how to use the guide. 
In this regard, the MTAA notes that its member bodies would hold information 
sessions for smash repairers and insurers, where they would seek to educate and 
inform smash repairers on how to use the guide, should they choose to adopt it. The 
MTAA submits that attendees would be informed that use of the guide is solely at 
their discretion, and not a basis for setting a smash repairer’s hourly rate. 

3.11 The ACCC has been advised that the guide will be available to MTAA members15 at 
no cost, and to non-members for a nominal fee. 

The MTAA’s submission in support of its application 

3.12 The MTAA submits that the real times guide: 

 is intended to provide a ‘bottom up’ indicator that allows smash repairers and 
insurers to access optional assistance in preparing estimates and would provide 
an alternative to the ubiquitous system 

 is intended to meet the Productivity Commission’s recommendation that a more 
open and transparent estimate system be created as part of the broader package 
of changes designed to improve relations between smash repairers and insurers 

 would serve as an indicative guide only and would only provide suggested times 
for the completion of remove and replace work and paint work on an accident 
damaged vehicle and suggested methodology for calculating the cost of 
consumables. 

3.13 The MTAA submits that the times allocated for general repair work would be 
negotiated between insurers and individual smash repairers. Estimates would also 
differ according to the supplier of materials used and the jurisdiction in which 
materials are supplied. 

3.14 The MTAA submits that the real times guide could be used as an alternative and in 
competition with guides that already exist in the market such as the Thatcham Time 
System, Mitchell 1 and Millers UltraMate. It would also replace the ‘funny times’ 
manual currently used by MTA NSW. 

3.15 The MTAA submits that the real times guide would more accurately reflect the 
actual time taken to complete the process of the remove and replace operations as 
well as in the task of painting panels. The MTAA submits that this would more 
accurately reflect the costs involved for individual smash repair shops, without 

                                                 
15  This includes members of those bodies identified at paragraph 1.8 of this document. 



 

significantly lessening competition or increasing the cost of repairs or the price of 
insurance premiums. 

3.16 The MTAA has also made claims in relation to public benefits, public detriments, 
the relevant market and the counterfactual. These will be covered under the relevant 
sections of the ACCC’s evaluation from Chapter 6 of this draft determination. 



 

4. Submissions received by the ACCC 
4.1 The ACCC sought submissions from 27 interested parties potentially affected by the 

application, including state automobile associations, vehicle manufacturers, 
insurance companies, government departments and agencies and consumer groups.   

4.2 The ACCC received public submissions relating to the request for interim 
authorisation from: 

 AAMI 

 Allianz Australia Insurance Ltd 

 Choice 

 Insurance Australia Group 

 Insurance Council of Australia Limited 

 Motor Trade Association of SA Inc. 

 Productivity Commission 

 Suncorp Metway Insurance Limited 

4.3 The ACCC also received public submissions on the substantive application from: 

 AAMI 

 Auto & General  

 IAG 

 Choice (as part of its submission on interim authorisation)  

4.4 A brief overview of these submissions is provided below. Further detail on the 
submissions is included, where relevant, in the ACCC’s evaluation from Chapter 6 
onwards. Copies of public submissions are available from the ACCC website 
(www.accc.gov.au) by following the ‘Public Registers’ and ‘Authorisations Public 
Registers’ links. 

AAMI 

4.5 AAMI states that it does not oppose the authorisation application by the MTAA. 
However, AAMI submits that important safeguards must be attached to any 
authorisation to ensure any public benefits that may be derived are preserved in the 
long and short term and that significant public detriment does not arise. 

Auto & General Insurance 

4.6 Auto & General supports a move towards the introduction of real time, real money 
and an open and transparent estimation process. However, Auto & General raises a 
number of concerns with the proposed arrangements. In particular, Auto & General 
submits that the standardisation of repair times across the market would erode the 
competitive nature currently evident within the industry and that the standardisation 



 

of materials by establishing set costs would lack transparency and may not in all 
cases reflect the true costs incurred. 

Choice 

4.7 Choice believes that the MTAA proposal should not be authorised because the 
introduction of this real times guide system is as inherently anti-competitive as all 
other such systems and should not be encouraged. 

4.8 Choice believes that every smash repairer should operate their own system for 
costing their work that suits their business, equipment and skills. Choice believes 
that individual systems lead to optimal costing, not “standard” costing, with 
potential for competition of costs between smash repairers resulting in an overall 
better market for smash repairers. 

Insurance Australia Group 

4.9 IAG has a number of concerns with the proposed arrangements. In particular, IAG 
notes that the industry may not be prepared for a transition to real time, real money 
quoting, and that real time cannot be viewed in isolation from real money, such that 
consideration must be given to hourly rates under such a system. IAG submits that, 
while it cannot support the MTAA’s current application, it may be prepared to 
support a future application for authorisation that addresses the concerns outlined in 
its submission. 

4.10 IAG also lodged a supplementary submission in which it raised further concerns 
about the separation of real time from real money under the proposed arrangements. 

MTAA’s submission in response 

4.11 The MTAA provided a supplementary submission in which it provides a response to 
the issues raised by interested parties. A full copy of this submission is available on 
the ACCC’s public register and website. 



 

 

5. The net public benefit test 

5.1 The ACCC may only grant authorisation where the relevant test in section 90 of the 
Act is satisfied. 

Application A91025 

5.2 The MTAA lodged application for authorisation A91025 under section 88(1) of the 
Act to make and give effect to a contract or arrangement, or arrive at an 
understanding, a provision of which would have the purpose, or would have or 
might have the effect, of substantially lessening competition within the meaning of 
section 45 of the Act. The relevant tests for this application are found in sections 
90(6) and 90(7) of the Act. 

5.3 In respect of the making of and giving effect to the arrangements, sections 90(6) and 
90(7) of the Act state that the ACCC shall not authorise a provision of a proposed 
contract, arrangement or understanding, other than an exclusionary provision, unless 
it is satisfied in all the circumstances that: 

 the provision of the proposed contract, arrangement or understanding would 
result, or be likely to result, in a benefit to the public and 

 this benefit would outweigh the detriment to the public constituted by any 
lessening of competition that would result, or be likely to result, if the 
proposed contract or arrangement was made and the provision concerned was 
given effect to. 

Application of the tests  

5.4 The Tribunal has stated that the test under section 90(6) is limited to a consideration 
of those detriments arising from a lessening of competition.16 

5.5 However, the Tribunal has previously stated that regarding the test under section 
90(6): 

 [the] fact that the only public detriment to be taken into account is lessening of competition 
does not mean that other detriments are not to be weighed in the balance when a judgment is 
being made. Something relied upon as a benefit may have a beneficial, and also a detrimental, 
effect on society. Such detrimental effect as it has must be considered in order to determine the 
extent of its beneficial effect.17 

5.6   Consequently, given the similarity of wording between section 90(6) and (90(7), 
when applying these tests the ACCC can take most, if not all, detriments likely to 

                                                 
16  Australian Association of Pathology Practices Incorporated [2004] ACompT 4; 7 April 2004.  This view 

was supported in VFF Chicken Meat Growers’ Boycott Authorisation [2006] AcompT9 at paragraph 67. 
17  Re Association of Consulting Engineers, Australia (1981) ATPR 40-2-2 at 42788.  See also: Media Council 

case (1978) ATPR 40-058 at 17606; and  Application of Southern Cross Beverages Pty. Ltd., Cadbury 
Schweppes Pty Ltd  and Amatil Ltd  for review (1981) ATPR 40-200 at 42,763, 42766. 



 

result from the relevant conduct into account either by looking at the detriment side 
of the equation or when assessing the extent of the benefits.  

5.7 Definition of public benefit and public detriment 

5.8 Public benefit is not defined in the Act.  However, the Tribunal has stated that the 
term should be given its widest possible meaning.  In particular, it includes: 

…anything of value to the community generally, any contribution to the aims pursued by 
society including as one of its principle elements … the achievement of the economic goals 
of efficiency and progress.18 

5.9 Public detriment is also not defined in the Act but the Tribunal has given the concept 
a wide ambit, including: 

…any impairment to the community generally, any harm or damage to the aims pursued by 
the society including as one of its principal elements the achievement of the goal of 
economic efficiency.19 

Future with-and-without test 

5.10 The ACCC applies the ‘future with-and-without test’ established by the Tribunal to 
identify and weigh the public benefit and public detriment generated by 
arrangements for which authorisation has been sought.20 

5.11 Under this test, the ACCC compares the public benefit and anti-competitive 
detriment generated by arrangements in the future if the authorisation is granted with 
those generated if the authorisation is not granted. This requires the ACCC to predict 
how the relevant markets will react if authorisation is not granted. This prediction is 
referred to as the ‘counterfactual’. 

Length of authorisation 

5.12 The ACCC can grant authorisation for a limited period of time.21 

Conditions 

5.13 The Act also allows the ACCC to grant authorisation subject to conditions which the 
ACCC considers necessary in order to satisfy the net public benefit test.22 

Future and other parties  

                                                 
18  Re 7-Eleven Stores (1994) ATPR 41-357 at 42,677.  See also Queensland Co-operative Milling Association 

Ltd (1976) ATPR 40-012 at 17,242. 
19  Re 7-Eleven Stores (1994) ATPR 41-357 at 42,683. 
20  Australian Performing Rights Association (1999) ATPR 41-701 at 42,936.  See also for example: Australian 

Association of Pathology Practices Incorporated (2004) ATPR 41-985 at 48,556; Re Media Council of 
Australia (No.2) (1987) ATPR 40-774 at 48,419. 

21  Section 91(1). 
22  Section 91(3). 



 

5.14 Applications to make or give effect to contracts, arrangements or understandings that 
might substantially lessen competition or constitute exclusionary provisions may be 
expressed to extend to: 

 persons who become party to the contract, arrangement or understanding at 
some time in the future23 

 persons named in the authorisation as being a party or a proposed party to the 
contract, arrangement or understanding.24 

                                                 
23  Section 88(10). 
24  Section 88(6). 



 

6. ACCC evaluation – market and counterfactual 
6.1 The ACCC’s evaluation of the proposed arrangements is in accordance with the net 

public benefit test outlined in Chapter 5 of this draft determination. As required by 
the test, it is necessary for the ACCC to assess the likely public benefits and 
detriments flowing from the proposed arrangements. 

The market 

6.2 The first step in assessing the effect of the conduct for which authorisation is sought 
is to consider the relevant market(s) affected by that conduct. 

6.3 In this regard, the MTAA submits that the relevant market is the market for the 
repair of motor vehicles in Australia. The MTAA submits that participants in this 
market are insurers, car and spare parts manufacturers, smash repairers and, in the 
longer term, consumers. 

Motor vehicle insurers 

6.4 The ACCC considers that a relevant area of competition is likely to be that which 
exists between insurers for the provision of insurance against motor vehicle damage. 
The ACCC considers that features of this area of competition that are likely to be 
relevant to its assessment are as follows: 

 four major insurance companies provide the vast majority of motor vehicle 
policies in Australia 

 IAG is the largest provider of motor vehicle insurance in Australia, followed 
by Suncorp, Promina and Allianz25 

 insurers compete to provide motor vehicle insurance policies to consumers 

 while much competition between insurers has traditionally been state based, 
consolidation within the area of competition has moved the industry towards 
national competition. 

Smash repairers 

6.5 The second area of competition that is likely to be relevant to the ACCC’s 
assessment is that which occurs between smash repairers for the provision of smash 
repair work. The ACCC considers that a number of features of this area of 
competition are likely to be relevant to its consideration, including: 

 there are around 5000 smash repair businesses operating in Australia26 

 the majority of these are small independent operations that employ less than 
six people27 

                                                 
25  Suncorp is in the process of purchasing Promina 
26  Productivity Commission, 2005, p20. 
27  ibid p19. 



 

 competition between smash repairers is likely to be locally based, given the 
increased cost associated with moving accident damaged vehicles over 
extended distances 

 approximately 75 per cent of smash repair work is related to an insurance 
claim28 

 smash repairers that are part of an insurer’s preferred smash repairer scheme 
are better placed to receive regular work from the insurer operating the scheme 

 insurers are likely to be in an advantageous position in negotiations with 
smash repairers due to their small number relative to the number of smash 
repairers.  

6.6 While competition may be locally based, given the nature of the proposed conduct, 
any effect on competition is likely to be broad. 

The factual and the counterfactual 

6.7 In order to identify and measure the public benefit and public detriment generated by 
conduct, the ACCC applies the ‘future with-and-without test’. 

6.8 The MTAA submits that, in the absence of a real times guide to prompt a move 
away from the current FTFM estimate system, there may be a diminishing of 
relationships between insurers and smash repairers, a loss of quality smash repairers 
and less scope for productivity gains to be realised. 

6.9 Under the MTAA proposal, repairers and insurers will be able to choose whether or 
not to use the MTAA guide. While the MTAA may have hopes of widespread 
acceptance of the guide, it is wrong to conclude that a world with the authorised 
conduct is a wholesale transition from FTFM to the MTAA guide.  

6.10 The ACCC considers the factual scenario (i.e. a world with the authorised conduct) 
to be a situation where repairers and insurers have available a further tool to assist in 
the estimation of time and the preparation of quotes. The extent to which the MTAA 
guide results in a transition from FTFM will be based on its merits as an estimation 
tool and where it delivers benefits to insurers and repairers alike.  

6.11 The factual situation may be a situation where there are numerous methods of 
quotation developed by repairers and insurers only some of which involve the 
MTAA guide. 

6.12 Similarly, in the counterfactual scenario (i.e. a world without the authorised 
arrangement) there seems to be a genuine resolve among the market participants to 
move away from the current FTFM system of quotation. In particular, the inquiry 
carried out by the Productivity Commission appears to have generated some 
consensus amongst market participants that quotation methods with greater 
transparency should be adopted.  

                                                 
28  ibid p27 



 

6.13 Without authorisation the ACCC considers the market would move to adopt 
improved quotation methods as repairers and insurers consider alternative models. 
The difference between the factual and counterfactual is simply the absence of the 
MTAA guide in the toolbox of estimation options.  

6.14 This said, the MTAA proposal is the first seemingly comprehensive proposal and 
has the potential to act as a proactive step to achieve a move from FTFM, and, in the 
absence of such, the transition may take place more slowly than would otherwise be 
the case. 

 

 



 

7. ACCC evaluation – public detriment 
7.1 An important step in deciding whether authorisation should be granted is to 

determine the extent to which the proposed arrangements give rise to any public 
detriment. In determining the extent of the public detriment, the ACCC will consider 
any issues that it considers relevant, as well as any appropriate issues raised by the 
applicant or interested parties. 

Potential lessening of competition from the proposed arrangements 

7.2 The MTAA’s application concerns the promotion of a real times guide to smash 
repairers and insurers. The MTAA has sought authorisation due to concerns that the 
conduct may be at risk of breaching section 45 of the Act, which prohibits 
agreements that may substantially lessen competition. 

7.3 Generally speaking, competition assists in directing resources to their most 
productive use – a principle known as allocative efficiency.  Agreements between 
competitors on the terms and conditions of supply can reduce competition, leading 
to a loss of this allocative efficiency and therefore give rise to a public detriment. 

7.4 Ordinarily, the industry-wide adoption of a guide intended to assist in the 
preparation of quotes would raise concerns, particularly where it had the effect of 
standardising the terms and conditions of services offered within the industry. The 
anti-competitive detriment generated by the real times guide would be significant if 
the guide prevented smash repairers from competing on quotes. 

7.5 The ACCC considers however, that there are features of the proposed arrangements 
and of the relevant areas of competition that are likely to lessen the extent to which 
this may be the case. 

No agreement to use 

7.6 The ACCC understands that the real times guide will be accessible via the 
dealeronline website. Access will be free of charge for MTAA members while non-
members may gain access by paying a small subscription fee. Given the ease of 
access to the guide, it is possible that the guide will be used by a large number of 
smash repairers. 

7.7 The ACCC notes, however, that the use of the real times guide is voluntary for all 
participants. The MTAA has not applied for authorisation for smash repairers to 
collectively agree to quote based on the real times guide, or to collectively enter into 
agreements with insurers to accept quotes based on the real times guide. 

7.8 Individual businesses will remain free to choose whether it is in their interests to 
quote using the real times guide, or to use an alternative system. It will even be open 
to repairers to use the guide in various ways – for example as a starting point for 
further negotiations with insurers. 

7.9 In this regard, a repairer’s decision will no doubt be influenced by the acceptance or 
otherwise by insurers of the merits of the guide. 



 

Ongoing competition on shop rates 

7.10 The real times guide does not include any information relating to suggested shop 
rates for the different tasks likely to be undertaken. The ACCC considers that, where 
such prescriptive price information is provided by industry associations, it is likely 
to bring about a detriment to the public29. In relation to the current application, 
individual businesses are expected to determine their own shop rates based on their 
own cost of labour, capital and their anticipated return on investment. 

7.11 The ACCC notes that discussions on shop rates during the promotion of the guide 
should be limited to acknowledging that shop rates may need to be adjusted to allow 
for the reduction in the amount of overall repair time afforded by the real times 
guide. Further collective discussions in respect of shop rates are likely to raise 
serious concerns under the Act. 

7.12 The MTAA submits that: 

… the final ‘quote’ agreed between repairer and insurer, whether for a ‘repair’ or a ‘remove and 
replace’ operation is always likely to be the subject of some (at a minimum) negotiation between 
the parties. The Association does not therefore see the use of a times guide (if authorisation is 
granted) leading to ‘fixed’ outcomes in the marketplace.30 

7.13 The ACCC considers that the real times guide is unlikely to lead to the 
standardisation of shop rates between smash repairers, and is unlikely to prevent 
them from competing for smash repair jobs. As such, the ACCC considers that the 
real times guide avoids many of the detriments that may arise where industry guides 
contain fee information. 

7.14 IAG has raised concerns that a lack of appreciation of how ‘real money’ shop rates 
should be calculated may increase the likelihood that the introduction of the real 
times guide will lead to increased prices. In this regard, IAG submits that: 

IAG fears that in the absence of some understanding on real money there may be a tendency for 
repairers to settle on the highest shop rate being charged in their geographic area. IAG envisages 
that this may occur as repair shops with a relatively lower cost base (who should therefore have 
a lower shop rate) become aware of repairers in the area who are charging higher rates (based on 
a relatively higher cost base). IAG believes that these low cost repairers are likely to increase 
their rate in line with what is being charged by the more expensive repairers. Insurers who have 
paid for work at the higher shop rate would find it difficult to resist paying this higher rate to 
lower cost repair shops, especially if the higher rate had been approved as “reasonable” by a 
tribunal (such as under the dispute resolution procedures of the Motor Vehicle Inspection and 
Repair Industry Code of Conduct).31 

7.15 The MTAA submits that: 

IAG seems to be concerned that the introduction of system [sic] of a real time, real money will 
lead to an increase in average repair costs. MTAA is not aware of any evidence which would 
suggest that would be the case.32 

                                                 
29  See ACCC Initiated Revocation of Australian Institute of Building (A122) final determination, 

1 December 2006, and Royal Australian Institute of Architects (A90946) draft determination, 26 July 2005. 
30  MTAA submission in response to interested parties, 16 March 2007, p4. 
31  IAG submission, 27 February 2007, p9. 
32 MTAA, 16 March 2007, p8. 



 

7.16 The ACCC considers that the extent to which businesses will adopt a higher rate, 
rather than using their lower cost base to their advantage is likely to be minimal. The 
ACCC notes that, where smash repairers compete with each other for work from 
insurers, it is likely that those smash repairers with lower cost bases, in an effort to 
secure the work, will lower their rates in order to present a more attractive 
alternative to the insurer. 

7.17 The ACCC also notes that the risk that quotes that are considered to be high by an 
insurer will be allowed by the reasonable price provisions of the Code of Conduct is 
likely to exist with or without authorisation. The ability to appeal to a tribunal under 
the Code is not dependent on authorisation being granted to the proposed 
arrangements. In the absence of authorisation, a smash repairer can argue that their 
quote, however high, should be accepted on reasonable cost grounds. If they are 
successful in their appeal, other businesses may follow. 

7.18 As such, the ACCC does not consider that this issue can be attributed to the current 
application and does not give weight to this assertion. 

7.19 IAG also submits that: 

… there can sometimes be a disconnect between the person choosing the repairer (the 
consumer) and the insurance company paying for the repairs. In these cases where a damaged 
vehicle is insured, and the insured exercises their choice of repairer, it is more difficult for 
insurers to manage their repair costs. As the consumer is not paying (directly) for the repairs, 
they have little incentive to go to the most efficient repairer. Thus there is no guarantee that 
efficient repairers will be rewarded with extra business.33 

7.20 While this may or may not be the case, this is not unique to the proposed 
arrangements, and is also likely to happen in the absence of authorisation, where the 
selected smash repairer would also likely be in a somewhat improved bargaining 
position. 

7.21 Consequently, the ACCC does not consider that the presence of the real times guide 
is likely to increase the probability that smash repairers finding themselves in this 
position will seek to increase their prices. 

Continued constraint imposed by insurers 

7.22 The ACCC considers that the extent to which the real times guide could lead to an 
increase in price would be limited by the bargaining position of the insurers. The 
ACCC considers that other factors that may affect price are separate to the proposed 
arrangements as they are likely to exist with or without authorisation. 

7.23 The ACCC considers that the introduction of the real times guide into the market is 
unlikely to change the bargaining dynamic that currently exists, where insurers are 
likely to be in an advantageous position in their negotiations with smash repairers. 
The ACCC considers that insurers are likely to be in a strong position to reject any 
quotes that they consider to be unreasonably high, or that represent a significant 
increase in price than would have occurred prior to the introduction of the real times 
guide. 



 

Bottom up approach 

7.24 The ACCC has noted in past matters that guides that provide a bottom-up approach 
to providing guidance are less likely to raise competition concerns as they are more 
likely to facilitate individual businesses to make price decisions based on the 
circumstances of their own business. 

7.25 The MTAA guide appears to have a bottom up approach with the real times guide 
having been developed based on the manufacturers preferred method of repair and 
the actual time taken to set up and complete each required task (for example, the 
time taken to set up and carry out each spot weld), while painting times have been 
based on paint manufacturers specifications. Given this, the ACCC considers that 
the real times guide is more likely to give a reasonable approximation of the time 
actually taken to carry out such tasks than a guide that provided abstract times. 

7.26 Consequently, the ACCC does not consider that the proposed arrangements are 
likely to have a significant bearing on competition between smash repairers. 

Potential that the industry is ‘not ready’ for real time real money 

7.27 In its submission on the proposed arrangements, IAG stated that: 

The shift to RTRM will represent a major transformation in the industry, which requires 
considerable and wide-ranging preparation by insurers and repairers. IAG considers that neither 
group (considered as a whole) have completed this preparation, nor would be able to in the short 
term.34 

7.28 IAG goes on to submit that: 

IAG’s discussions with repairers have indicated that the majority of repairers have not yet 
undertaken these steps, and that many are not in a position to do so in the short term. Many 
repairers appear confused by RTRM, how it will affect their business, and how they would go 
about changing their current operation. Moreover, IAG note that some repairers have expressed 
that they do not want to impose such a large change on their business in the immediate or short 
term.35 

7.29 The MTAA submits that: 

MTAA shares, in part, that concern and in fact shares that concern in relation to the ‘readiness’ 
of both repairers and insurers. In the broad, MTAA accepts that there is a lack of knowledge on 
the part of both insurers and repairers about an estimation system based on real time, real 
money. Generations of both repairers and insurer representatives have worked with a system 
based on ‘funny time, funny money’. MTAA further believes that before there is any general 
acceptance by either or both of repairers and insurers to a real time, real money environment, 
consideration must be given to the education and training of insurer representatives, repairers 
and assessors, in the estimation and assessment process and that that training will in fact be a 
necessity. That indeed is the point of the MTAA’s Authorisation application. Until the 
Association is authorised to train and educate stakeholders about a real times estimation process, 

                                                                                                                                                        
33  IAG submission, 27 February 2007, p10. 
34  ibid p6. 
35  ibid p7. 



 

the sector as a whole will not be ‘ready’ to make a judgement about a move to a real time, real 
money environment.36 

7.30 As noted earlier, use of the real times guide would be voluntary for those involved in 
the industry. In this regard, the ACCC considers that if smash repairers or insurers 
are not comfortable, or do not consider that they are prepared to use the real times 
guide, then they have the discretion to either not use it, or to ask that quotes are not 
submitted on the basis of the guide. 

7.31 Consequently, the ACCC does not consider that this will either cause a public 
detriment, or diminish the level of benefit that is identified in the next chapter. 

ACCC conclusion on public detriments  

7.32 The ACCC considers that the proposed arrangements are unlikely to have a 
significant effect on competition. There are a number of features of the proposed 
arrangements that should serve to mitigate detriment otherwise associated with 
widespread promotion of a guide, including: 

 the proposed arrangements are voluntary for both insurers and smash repairers  

 the proposed arrangements are unlikely to prevent ongoing competition on shop 
rates and 

 insurers are likely to be remain in a strong bargaining position during any 
negotiation, such that they are likely to be able to constrain any potential price 
rise. 

                                                 
36  MTAA, 16 March 2007, p6. 



 

 
8. ACCC evaluation – Public benefit 
8.1 In order to grant authorisation to the proposed arrangements, the ACCC must be 

satisfied that the conduct will result in a benefit to the public that outweighs any 
detriment to the public likely to result from the arrangements. It must also be shown 
that the benefits flow from the proposed arrangements. 

8.2 The MTAA submits that the promotion of the proposed arrangements will deliver 
public benefits, including: 

 improved relations between smash repairers and insurers through increased 
transparency in the estimation process 

 a more accurate and efficient quoting system 

 improvements in the quality and safety of repairs to damaged vehicles 

 enhanced consumer confidence 

 consumables costing and 

 more equitable relations between insurers and smash repairers and allowing 
for like-for-like estimates. 

8.3 Given the arguments put forward by the MTAA, it is important to establish whether 
the introduction of the real times guide into the industry is likely to result in greater 
transparency than the current FTFM system. The ACCC will then consider whether 
the real times guide is likely to lead to any public benefits. 

Increased transparency in the estimation process 

8.4 The ACCC understands that, where used, the FTFM system of quoting generally 
involves using a times guide37 that sets out an inflated timeframe for the repair work, 
which, in conjunction with the hourly rate, is used to price the labour, capital and 
consumables used for the task. Irrespective of whether the final price negotiated 
between the parties equates to the market rate, the use of this system of quotation is 
unlikely to reveal any useful information about the actual time taken to repair 
vehicles or the estimated costs involved. 

8.5 The ACCC considers that quotes based on the real times guide are likely to differ in 
form from those developed using FTFM. This is because the times provided in the 
real times guide for remove, replace and paint work are based on the actual time 
taken to complete these tasks, as opposed to the FTFM system which uses extended 
times to compensate for lower rates and the use of materials. Where the real times 
guide is used as an alternative to FTFM, then it is likely to provide a clearer 
indication of time taken to carry out certain tasks related to smash repair, and of the 
materials that will be used. 

8.6 The ACCC notes however, that it is unlikely in either case that an insurer will accept 
a quote that it considers to be unreasonable. The final price agreed on for the actual 

                                                 
37  The ACCC is aware of an IAG guide and an MTA NSW guide that are commonly used. 



 

task will depend on the level of negotiation and the respective bargaining positions 
of the various parties, regardless of the system used to form the quote. 

8.7 This is not to say that the guide itself will bring about the adoption of real time, real 
money (RTRM) methodologies by the insurance and smash repairs industries. 
Rather, the guide will be available as a voluntary tool to assist in the development of 
quotes based on real inputs. Where used, the guide may provide a clearer indication 
to all those involved of how a quote was developed. 

8.8 The MTAA submits that a number of benefits are likely to arise where smash 
repairers and insurers use the real times guide in place of FTFM. The ACCC will 
consider these below. 

Improvements in commercial relationships 

8.9 The MTAA submits that abandoning the FTFM system of quoting in favour of a 
transparent quotation system would likely improve the commercial relations 
between insurers and smash repairers. The MTAA submits that a more open quoting 
system would allow insurers and smash repairers to negotiate on an equal footing 
and based on true costs rather than with costs that both parties know to be fictitious. 

8.10 While the ACCC considers that there may be benefits arising from the availability 
and use of the real times guide, it is difficult to speculate on whether an 
improvement in commercial relationships between smash repairers and insurers is 
likely to be one of those benefits. 

Potential increase in efficiency 

8.11 The MTAA submits that efficiency gains may arise from the use of the real times 
guide. In particular, the MTAA notes that the real times guide will allow insurance 
representatives to be better prepared when issued with their daily run sheets, 
knowing in advance the cost of repair based on the consumers’ explanation of the 
damaged area when lodging a claim. The MTAA submits that the time taken to 
prepare an estimate can substantially impact on small smash repair businesses. The 
MTAA submits that having access to a times guide would significantly enhance the 
efficiency of the estimate process. 

8.12 The ACCC notes that repair methods outlined within the real times guide have been 
developed having regard to the particular specifications and preferred repair methods 
outlined by motor vehicle manufacturers. Times for painting have been developed 
using the paint manufacturer’s instructions. The ACCC considers that the real times 
guide is likely to give smash repairers fast and reliable information on the time taken 
to carry out a particular task. This may flow on to allow for quotes to be developed 
in a swift manner, and is likely to be particularly useful when dealing with 
unfamiliar vehicle types. 

8.13 Efficiency gains may also be possible where insurance assessors use the guide as a 
means of pre-empting the times or scope of work likely to be quoted on by smash 
repairers. With this in mind before negotiations begin, the assessor may be able to 
form an opinion earlier of whether they agree with the proposed scope of work, or 
whether the tasks needs to be refined or expanded. 



 

8.14 The ACCC considers that efficiency gains may be realised where the use of the real 
times guide allows insurers and smash repairers to determine the scope of work 
more quickly than has previously been the case, and enter into repair arrangements 
in a more expeditious manner. The ACCC considers that, where these occur, 
competitive forces are likely to result in at least some cost savings being passed on 
to consumers. 

8.15 The ACCC considers that, to the extent to which the real times guide is taken up, the 
proposed arrangements may generate a public benefit by increasing efficiency within 
the quotation process. 

Greater ability for insurers to compare quotes on a like-for-like basis 

8.16 The MTAA claims that the use of the real times guide will allow smash repairers to 
develop quotes that can be easily compared on a like-for-like basis. 

8.17 The ACCC considers that, where the FTFM system of quoting is used, a comparison 
of final price is likely to be fairly simple, but a comparison of other factors such as 
the proposed scope of work, proposed parts and other factors may be more difficult 
on the face of the quote. Indeed, for a comparison of this nature to take place, an 
insurer may need to seek supplementary information from the smash repairer 
involved. 

8.18 The ACCC notes that, when using the real times guide, it may be quicker and easier 
for an insurer to determine whether all costs have been included in the development 
of a quote. It may also be simpler to compare quotes received from different smash 
repairers, both on the proposed scope of work, and on the overall price quoted. 

8.19 Insurers can also use the real times guide themselves to aid in determining the scope 
of work. When using the guide, an insurer is likely to be in a position to determine 
whether a smash repairer has submitted an appropriate scope of work or if they are 
likely to have been manipulated it in some way (such as understating the work 
required to lower the initial quote price with the expectation of renegotiating the 
price at a later date).  

8.20 The ACCC notes that, while the real times guide itself may not necessarily lead to 
the abandonment of FTFM, where used it is likely to provide a more effective 
method of comparing quotes between competing smash repairers. The ACCC 
considers that, under competitive quoting, smash repairers are more likely to seek 
and pass on efficiency or productivity advantages in the form of lower prices or 
improved services in an effort to secure work. Where this occurs, the ACCC 
considers that competition between insurers is likely to ensure that at least some of 
these benefits are passed on to policyholders. 

8.21 The ACCC considers that, to the extent to which the real times guide is taken up, a 
public benefit may arise from the development of a quotation system that simplifies 
the comparison of estimates provided by competing smash repairers. 



 

Reduction in deceptive business conduct 

8.22 The MTAA submits that by negotiating on a real cost basis the incentive for smash 
repairers to quote using ghost repairs38 and unnecessary repairs will be removed. 
The MTAA notes that that many smash repairers are feeling pressured into 
manipulating estimates in order to meet costs, as the current hourly rate fails to 
adequately cover the costs of repair. 

8.23 The ACCC considers that the MTAA’s submission on this matter relies on the 
notion that smash repairers are only likely to undertake such practices when facing 
financial hardship, and that an increase in price would stop the practice. However, 
the ACCC considers that as long as a financial incentive exists to exploit the 
potential information asymmetry by dishonest means, there will be businesses that 
will participate in dishonest practices. Consequently, the ACCC considers that 
whether or not a business is involved in such practices will depend at least as much 
on the professionalism and ethics of the business as the business’s financial 
situation. 

8.24 The ACCC considers that the real times guide may address some areas where an 
information imbalance exists. In particular, where used, the guide can provide both 
the insurer and the smash repairer with information on the required scope of work 
and what parts are likely to be needed to carry out the job. This being the case, the 
insurer is at least likely to be in a position to prevent a smash repairer from 
embellishing a quote with unneeded repairs for financial gain.  

8.25 The real times guide however, is unlikely to prevent those businesses that wish to 
engage in dishonest practices from doing so, as it does not provide means for 
additional oversight or go towards removing the financial incentives that may be 
present. 

8.26 Consequently, the ACCC considers that a public benefit may arise to the extent that 
practices such as ghost repairs and unnecessary repairs are reduced, but notes that 
the real times guide is only likely to have a limited impact. Indeed, greater scrutiny 
of the work being carried out is likely to have a far greater influence on these 
practices than the use of the real times guide. As such, the ACCC does not afford 
this benefit a great deal of weight. 

Enhanced consumer confidence 

8.27 The MTAA submits that consumer confidence in smash repairs is low. The MTAA 
submits that continued use of the FTFM system will have an impact on consumer 
confidence in the smash repair industry. The MTAA submits that this is because the 
FTFM system encourages repairs to be carried out for the lowest cost possible, 
rather than focusing on the quality of the repairs. 

8.28 The MTAA submits that the openness and transparency that would be provided by 
the real times guide would enhance consumer confidence in the estimate process and 
also in the smash repair and insurance industry in general. 

                                                 
38  The term ghost repair refers to the practice of ordering parts for the repair, and then returning them to the 
 supplier without using them, while still billing the insurer for the part. 



 

8.29 As noted earlier, the ACCC considers that the real times guide is likely to provide 
smash repairers and insurers with reliable information on the manufacturers 
preferred method of repair and, to the extent that this is followed, it may remove 
some of the scope for smash repair businesses to manipulate quotes for financial 
gain, although the ACCC considers this to be minor. It is conceivable that consumer 
confidence in the industry may increase under the real times guide, which is likely to 
constitute a public benefit. However, the ACCC does not consider that benefit is 
likely to be significant. 

Consumables costing 

8.30 The MTAA submits that the real times guide will allow for paint, parts and 
consumables to be separately costed in estimates. The MTAA submits that this is 
currently included within the hourly rate, which does not allow for the development 
of an open and transparent estimate system. 

8.31 The MTAA submits that the real times guide will assist smash repairers in 
identifying the cost of consumables and provide a methodology for the calculation of 
consumables costing. The MTAA submits that the calculations for costing 
consumables will be based on information provided by suppliers in each state and 
territory and the final estimates will differ depending on these factors and on 
individual shop rates. 

8.32 The MTAA submits that separate consumables costing will help encourage greater 
transparency and openness in the preparation of estimates. 

8.33 In the Productivity Commission’s report, it was noted that: 

Inclusion of significant materials costs, such as paint, in hourly ‘labour’ rates could provide an 
inducement for repairers to cut down on the quality of materials used.39 

8.34 The Productivity Commission recommended that: 

Significant materials, including paints, parts and consumables, should be separately costed and 
not included in hourly rates. 40 

8.35 The Motor Vehicle Insurance and Repair Industry Code of Conduct states that: 

Repairers in their estimation methodology may separately cost paint, parts, significant 
consumables and mandatory government environmental levies in so far as they apply to a repair. 
41  

8.36 The ACCC considers that separating the cost of consumables used in the process of 
smash repairs may provide for greater transparency in the quotation process, as it 
allows for the cost of labour to be separated from the cost of materials. However, the 
ACCC considers that the manner in which the MTAA proposes to include guidance 
on the cost of consumables and parts in the real times guide may serve to reduce the 
usefulness of the guide as a method of developing quotes based on real inputs. 

                                                 
39  ibid p86 
40  ibid p88 



 

Negative impact on public benefit 

8.37 It is the ACCC’s understanding that the real times guide can be used by smash 
repairers to develop a quote that includes provision for the pricing of replacement 
parts and consumables needed in a smash repair job. The ACCC also understands 
that the prices that are to be included in quotes in the first instance are provided by 
the suppliers of the parts and consumables, and are in the form of either the list price 
or the recommended retail price in the geographic area that the smash repairer 
operates in. 

8.38 Concerns have been raised in relation to this element of the proposed arrangements. 
Auto & General submits that: 

It is a well established fact that the repair industry, in its dealings with suppliers of materials, 
consumables and equipment, receive volume rebates and incentives. Standardising the cost of 
these items will cloud the true cost of their procurement and, in doing so, goes against the 
principle of openness and transparency as the true cost will not be passed on to the consumer. 
The current relationship that exists between suppliers of consumables and repairers is governed 
by the strength of the bargaining position of the repairers to directly negotiate best price 
outcomes on their own terms. By standardising the cost of materials, consumables and 
equipment, the MTAA virtually removes the vital price negotiation mechanism, which 
ultimately influences the overall cost of consumables. In establishing standard pricing of 
materials and consumables, the MTAA seeks to benefit repairers, to the detriment of consumers, 
as any savings gained by the repairer from their suppliers would not be passed on to 
consumers.42 

8.39 AAMI submits that: 

…repairers enjoy considerable discounts from suppliers of parts and consumables and unless 
these discounts are factored into the equation it would be inevitable that repair costs would rise 
significantly when real times are applied. This would clearly be a significant public detriment.43 

8.40 In response, the MTAA submits that: 

MTAA is not seeking either to standardise the costs of materials … the Guide allows for wide 
geographical variation of materials costings and again, these are included in the times manual as 
a guide to assist repairers. They are not mandatory minimum (or maximum) materials costs.44 

8.41 The ACCC considers that smash repairers are likely to receive either trade or 
volume discounts when dealing with suppliers of parts and consumables. 
Consequently, it is unlikely that a smash repairer will ever actually pay the 
recommended retail price for these items. The purpose of removing FTFM is to 
provide clarity and transparency to the negotiations between smash repairers. The 
purpose of separate costing is to allow the true cost of each element to be reflected in 
the quote. 

8.42 However, this aspect of the real times guide, by basing prices on a cost that is never 
likely to be incurred, risks bringing about a new form of funny money. Given this, 
the proposed arrangements may serve to diminish the extent to which the real times 

                                                                                                                                                        
41  Code of Conduct, p14 
42  Auto & General submission, 27 February 2007, p2. 
43  AAMI submission, 27 February 2007, p6. 
44  MTAA, 16 March 2007, p3. 



 

guide can offer smash repairers a useful method of developing quotes based on real 
inputs and may distort the rates ultimately quoted. The ACCC considers that this is 
particularly relevant, given that the cost of parts can be around 50 per cent of the 
cost of a smash repair task. 

8.43 Consequently, the ACCC considers that, while the real times guide, where used, may 
increase the transparency of an individual quote by separating consumables from 
labour, this may be diminished by the practice of not showing actual prices in 
estimates. The ACCC considers that this aspect of the proposed arrangements is 
likely to diminish the public benefits identified earlier in this chapter. 

8.44 The ACCC notes that the MTAA can go some way towards addressing these 
concerns by making it clear during any promotion of the real times guide, that the 
information contained within, and particularly the information relating to parts and 
consumables costs, is for guidance only and that final prices will be subject to 
negotiation with the relevant insurer. The MTAA could also encourage smash 
repairers to reflect actual costs in their quotes. 

ACCC conclusion on public benefits 

8.45 The ACCC considers that the proposed arrangements are likely to lead to a public 
benefit. In particular, the ACCC considers that the arrangements are likely to 
provide smash repairers and insurers with a further tool to assist in the preparation of 
quotes based on real world factors, which may help to bring about a more 
transparent method of quoting when compared to FTFM, may improve efficiency in 
quoting and allow for greater comparison between competing smash repair quotes.  

8.46 The ACCC notes that the scope for increased transparency in quotes developed 
using the real times guide may be lessened by the inclusion of cost guidance based 
on the recommended retail price of parts and consumables. However, the ACCC 
does not consider it likely that this would completely diminish the public benefit 
outlined earlier. 

8.47 To the extent that the public benefits above arise, the ACCC considers it likely that 
competition between both smash repairers and insurers will lead to at least some of 
these benefits being passed on to consumers. 



 

9. Balance of public benefit and detriment  

9.1 The ACCC may only grant authorisation if it is satisfied that, in all the 
circumstances, the proposed arrangements are likely to result in a public benefit that 
will outweigh any public detriment. 

9.2 In the context of applying the net public benefit test at section 90(8)45 of the Act, the 
Tribunal commented that: 

 … something more than a negligible benefit is required before the power to grant authorisation 
can be exercised.46 

9.3 The ACCC considers that the proposed arrangements are unlikely to have a 
significant effect on competition. There are a number of features of the proposed 
arrangements that should serve to mitigate detriment otherwise associated with 
widespread promotion of a guide, including: 

 the proposed arrangements are voluntary for both insurers and smash repairers  

 the proposed arrangements are unlikely to prevent ongoing competition on shop 
rates and 

 insurers are likely to be remain in a strong bargaining position during any 
negotiation, such that they are likely to be able to constrain any potential price 
rise. 

9.4 The ACCC is satisfied that the proposed arrangements are likely to generate a public 
benefit by giving smash repairers and insurers access to a quotation tool that may 
allow them to: develop more transparent quotes; increase the efficiency of their 
quoting processes; and simplify the process of comparing quotes from competing 
smash repairers. 

9.5 On balance, the ACCC considers that the public benefit flowing from the proposed 
arrangements is likely to outweigh any public detriment that may arise due to a 
lessening of competition. 

Length of authorisation 

9.6 The ACCC generally considers it appropriate to grant authorisation for a limited 
period of time, so as to allow an authorisation to be reviewed in the light of any 
changed circumstances. 

9.7 In this instance, the MTAA has not specified a period for which it is seeking 
authorisation. 

                                                 
45  The test at 90(8) of the Act is in essence that conduct is likely to result in such a benefit to the public that it 

should be allowed to take place. 
46  Re Application by Michael Jools, President of the NSW Taxi Drivers Association [2006] ACompT 5 at 

paragraph 22. 



 

9.8 The ACCC considers that a transition period is likely to occur as businesses adapt to 
developing quotes based on RTRM. The ACCC considers that the benefits that may 
arise from the proposed arrangements are likely to occur to a greater extent in the 
medium to long term as businesses become more familiar with the process of 
developing such quotes.  

9.9 The ACCC proposes to grant authorisation to the proposed arrangements until 
30 June 2012. 



 

10. Draft determination 

The application 

10.1 On 22 December 2006 the Motor Trades Association of Australia (the MTAA) 
lodged application for authorisation A91025 with the Australian Competition and 
Consumer Commission (the ACCC). 

10.2 Application A91025 was made using Form B, Schedule 1, of the Trade Practices 
Regulations 1974. The application was made under subsection 88(1) of the Act to: 

 make and give effect to a contract or arrangement, or arrive at an understanding, 
a provision of which would have the purpose, or would have or might have the 
effect, of substantially lessening competition within the meaning of section 45 
of the Trade Practices Act 1974 (the Act). 

10.3 In particular, the MTAA seeks authorisation for the development and promotion of a 
real times guide to smash repairers and providers of motor vehicle insurance. 

The net public benefit test 

10.4 For the reasons outlined in the evaluation chapters of this draft determination, the 
ACCC considers that in all the circumstances the arrangements for which 
authorisation is sought are likely to result in a public benefit that would outweigh the 
detriment to the public constituted by any lessening of competition arising from the 
arrangements. 

10.5 The ACCC therefore proposes to grant authorisation to application A91025.  

Conduct for which the ACCC proposes to grant authorisation 

10.6 The ACCC proposes to grant authorisation to develop and promote the MTAA real 
times guide in its current format to smash repairers and providers of motor vehicle 
insurance until 30 June 2012. 

10.7 This draft determination is made on 11 April 2007. 

Conduct not proposed to be authorised 

10.8 The proposed authorisation does not extend to the MTAA or its members agreeing 
to collectively adopt the real times guide. In addition, the proposed authorisation 
does not extend to any collective bargaining activity on the part of the MTAA or its 
members, or any discussion in relation to shop rates.  

Interim authorisation 

10.9 At the time of lodging the application the MTAA requested interim authorisation to 
allow it to begin the process of promoting the real times guide. The ACCC denied 
interim authorisation on 24 January 2007. 



 

10.10 The ACCC has now reconsidered the matter of interim authorisation, and for the 
reasons outlined in Chapter 1 of this draft determination, the ACCC now grants 
interim authorisation to allow the MTAA to begin the process of promoting the real 
times guide. 

10.11 Interim authorisation will remain in place until the date the ACCC’s final 
determination comes into effect or until the ACCC decides to revoke interim 
authorisation. 

Further submissions 

10.12 The ACCC will now seek further submissions from interested parties. In addition, 
the applicant or any interested party may request that the ACCC hold a conference to 
discuss the draft determination, pursuant to section 90A of the Act. 


