OFT car warranty investigation good for the consumer (02/07/2003)

Independent warranty provider, Warranty Direct, has called for the Office of Fair Trading to expand its new car warranty investigation into the used car market too.

The study, which will focus on how competition in car servicing is affected by restrictions on where cars may be serviced during the warranty term, doesn't go far enough according to Duncan McClure Fisher, managing director of Warranty Direct.

"This has been a long time coming, but the OFT ought to look at used car warranties too. The whole market is a mess, and is in desperate need of a thorough review," he explained.

One of the key areas under scrutiny will be the extent to which garages outside the manufacturers' networks are prevented from servicing new cars.

"The odds are clearly stacked against the consumer and in favour of the approved franchised network," says McClure-Fisher. "If you break the manufacturer's warranty and get the car serviced at an independent garage, not only will you forego any chance of a goodwill claim, the dealer will invariably offer you a lower trade-in value if you haven't had it serviced with a main agent."

The EU has attempted to address the balance with regulations this October allowing independents the opportunity to apply for the same authorised repairer status as a franchised dealer. "It is hoped that this will lead to increase competition," he adds. "Unfortunately some carmakers are dragging their heels, and others are inhibiting garage take-up with high start-up costs."

Research recently conducted by Warranty Direct also highlighted the disparity in labour rates between franchised dealers and independent garages.

"Our own research has pointed to an average 44 percent rise in franchised dealer rates over the past five years, with some charging as high as £115 an hour compared to between £28-41 from independent garages. The manufacturer agree that the consumer should shop around, but only within the approved franchised network. Where is the competition in that?"

Whilst manufacturers have no control over what a dealer can charge, the price difference does, by default, make new car warranties higher for the consumer to service - something the OFT team will be considering.
