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Appendix I IState Legislation Governing Aftermarket Crash Parts and Recycled Airbngs
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Appendix IIState Legislation Governing Aftermarket Crasli Ports and Recycled Alrbngs

"Some slates require that written repair estimates contain a disclosure slatemant notifying consumers 
that aftermarkat crash parts will be used In the repair.
bSomo slates specify that aftermarket crash parts can only be used after the consumer has signed a 
written consent for their use.
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Sponsor Statement 
Senate Bill 348

"An A ct relating to insurance for and work on certain motor vehicle repairs; and 
providing for an effective date."

In the case of motor vehicle repairs, there are many cases where consumers are not currently 
provided with full information on the many types of repiacement crash parts, which are 
available to be used in the repair of their collision-damaged vehicles. Some types of 
replacement crash parts may be of inferior quality or may void the warranty for adjacent parts 
or other original vehicle equipment. Alternative pans also can create unnecessary safety risks 
due to improper fitting. Despite this, some insurers direct the use or installation of pans other 
than “original equipment manufactures” (OEM) replacement crash parts without advising 
consumers of these considerations. While some replacement crash pans are comparable to 
those manufactured or distributed by the carmaker, the professionals have found others to be 
inferior to OEM parts in terms of fit, finish, and quality.

What SB 348 does is protect consumers from their new vehicle warranty loss. It merely states 
that the insurance company must be responsible for maintaining the warranty on a vehicle for 
aftermarket crash parts when applicable and if used. It also reinforces the consumers’ right to 
have a choice through the consent language to the use of non-OEM parts, during the year of 
the vehicle’s manufacture or during 3 years following that year. The vehicle repair shop must 
also disclose on the invoice when aftermarket parts are used in making a repair.

My message is that consumers are being shortchanged every time an inferior fender, bumper, 
hood, radiator, wheel spindle or steering component is used to repair body damage to a new 
vehicle. I believe when you buy insurance you have a reasonable expectation you car will be 
repaired and restored to the condition it was before and accident, and with out your original 
warranty being in jeopardy. Consumers are entitled to this.

A jury in the State of Illinois held State Farm in breach of contract with their policy holders. 
The policy holders contract was for State Farm to return the damaged cars to pre-accident 
condition. The lawsuit was a result of State Farm using non-OEM aftermarket parts. State 
Farm was liable for 1.18 billion in damages to their policy holders.

This bill will allow consumers to consider their options with regard to an insurer’s policy on 
the use of replacement crash parts, especially in newer vehicle’s where a manufactures 
warranty is still in effect.

mailto:Senator_John_Cowdery@leeis.state.ak.us


These photos show graphic results of tests simulating three years of a vehicle fenders 
exposure to a controlled corrosive environment
The fender on the left is a new genuine GM Replacement Part. The fender on the right is 
a foreign imitation fender.
The American Iron and Steel Institutes Corrosion Task Force has labeled this as one of the 
tests that best represents actual field use performance.

To get the full report on the results and fairness of Test GM9540P (Method 8) shown here, 
write to:

General Motors-SPO 
P.O.Box 33115 

Detroit, Ml 48232

N0 N-GA1 VANIZED FOREIGN IMITATION FENDER
Metal Tfiichness 0.030 Inches Diminishes Pori’s Strength and Integrity

lint layer Placement None Outside of Sheet Metal (eaves Metal Vulnerable to Sur/ate Rust

lint layer Placement None Inside of Sheet Metal Provides No Protection {rom Holes,
Which Typically Start on the Inside

line layer Volume None Mahes Part less Durable

DOUBIE-SIDED GAIVANIIED GM FENDER
Metal Thicks! 0.033 Inches

line layer Placement Outside of Sheet Metal

line layer Placement Inside o| Sheet Metal

line layer Volume dO Grams per Square Meter

Primer Thichness 1.2 to 1.3 Mils

Provides Greater Strength and Integrity 
to the Part

Resists Surface Rust

Helps Prevent Holes

Adds Durability

Extends Weather Protection and Add
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By insure.com

Your insurance company promises to return your vehicle to its 
pre-accident condition after you're involved in a crash. Unfortunately, 
the definition of "pre-accident condition" is hazy at best, and the use of 
original equipment manufacturer (OEM) parts at repair time could 
develop into a tug of war involving many players.

You are certainly entitled to demand OEM 
parts after you crash your car, but your 
insurance company might not pay 100 percent 
of the repair bill if you do. What do you do if 
you're leasing a vehicle? And what do you do 
if you have to return it in the same condition 
as when you got it? Companies say non-OEM 
parts are just as safe and effective as original 
manufacturer parts. However, several class 
action lawsuits against major insurance 
companies call the safety of non-OEM parts 
into question.

The use of
original
equipment
manufacturer
(OEM) parts
at repair time
could
develop into 
a tug of war 
involving 
many players.

OEM parts are manufactured by the maker of 
your vehicle. Non-OEM pans, often called 
aftermarket parts, are made by third-party 
vendors. Many insurance companies
recommend cheaper non-OEM parts for the ________________
repair of damaged vehicles because it keeps
insurance costs down. The industry sees
non-OEM parts as quality replacements that are guaranteed and a
perfectly reasonable alternative to OEM parts.

"We believe the existence and use of [non-OEM] parts save consumers
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money ana ultimately serve tnem wen, says inaron i-razier, a 
spokesperson for State Farm Insurance Co. "All non-OEM parts [we 
recommend] must be Certified Automotive Parts Association [CAPA] 
certified. CAPA ensures that quality standards are followed in making 
competitive crash parts and making sure parts bearing the CAPA quality 
seal are in compliance with these standards."

State Farm encourages its policyholders to go with the non-OEM parts 
at repair time, and although the company allows you to choose between 
OEM and non-OEM parts, it discourages OEM usage through its 
practice of making you pay for the difference in costs.

Progressive Auto Insurance spokesperson Donna Marquard says her 
company will generally recommend that nonstructural parts, such as 
fenders, be replaced with non-OEM parts because that allows the 
company to save money.

However, Progressive's reimbursement practices depend on your policy. 
"If our policyholder specifically requests that OEM parts be specified on 
the estimate for all replacement parts, they may do so," says Marquard. 
"But they may have to pay the cost difference between the OEM part 
they desire and the non-OEM part we may have specified on the 
estimate."

How much can this cost you? Insure.com sought quotes for both an 
OEM rear bumper for a '90 Honda Accord and a non-OEM bumper. The 
Honda bumper was priced at $275 and the non-OEM bumper was $210. 
If you are a State Farm or Progressive policyholder, you'd have to come 
up with the extra $65 for the Honda bumper. An estimate for a 1996 
Ford Contour OEM hood was $585. The aftermarket hood was $299. 
You'd have to come up with at least $286 (not including the tax) to get 
your Contour fixed with an OEM hood as a Progressive or State Farm 
customer.

As another example, the Insurance Information Institute's March 1999 
report, "Where the Auto Insurance Premium Dollar Goes," says that it 
would cost $72,000 to totally repair a 1997 Ford Taurus GL with OEM 
parts. The Taurus retails for around $ 19,000.

Pennies from  heaven?

Aftermarket parts are certainly cheaper, but why? In a 
friend-of-the-court brief, Public Citizen, a consumer-watchdog group 
founded by Ralph Nader, says, "Non-OEM parts can be sold at reduced 
rates because their manufacturers do not bear the cost of research, 
development, advertising, or special packaging . . .  [and thus] the 
cost-savings made through the use of non-OEM parts runs into the 
hundreds of millions of dollars" for large insurance companies.

2 of 6 2/26/2002 5:39 PM
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Interestingly, non-OEM parts are not 
encouraged across the board, and whether 
you'll be pressured to accept them depends on 
your insurer. At Chubb Insurance Group, for 
example, the use of OEM parts is encouraged 
whenever possible. According to Cristoph 
Ritterson, marketing manager for personal 
lines at Chubb, the company has found that 
its customers want protection from potential 
car depreciation, and that means installing 
OEM parts at the time of repair. "The 
customer doesn't even need to ask [for the use 
of OEM parts]. That's what we expect to do," 
says Ritterson.

Whether you'll 
be pressured 
to accept 
non-OEM 
parts depends 
on your 
insurer.

And unlike State Farm, Chubb doesn't require its policyholders to scrape 
together the difference between a non-OEM and an OEM repair. "We'll 
reimburse our customer for 100 percent of the repair bill, regardless," 
promises Ritterson. "If they want to go with non-OEM parts, they can, 
but we've found that our customers feel OEM parts are better than 
non-OEM parts."

Ritterson does note an important trade-off for his company's 100 percent 
reimbursement for OEM parts: Chubb's auto policies are more 
expensive than others on the market.

Look before you lease

Choosing not 
to use OEM 
parts might 
cost you a 
part of your 
security 
deposit at the 
end of the 
lease.

Your lease company requires the vehicle to 
be in the same condition when you turn it in 
as when you began the lease. Both GE 
Capital Auto Leasing and Provident Auto 
Leasing Co. forbid their lesses to add any 
parts that would reduce the vehicle's value. In 
the case of a Provident lease, you can't 
replace any parts without Provident's 
permission. This means that if you're 
involved in an accident and have to make 
repairs, you'll likely have to use OEM parts. 
The question is, will your insurance company 
pay the full OEM amount?

The answer is not clear. "If we feel that the
------------------------ vehicle cannot be restored to pre-accident

condition using non-OEM parts," says 
Marquard of Progressive, "we write the estimate based on OEM parts." 
That means you'll be fully covered for repairs to your leased vehicle if
you're a Progressive policyholder.

However, if you're a State Farm policyholder and the company feels it

3 of 6 2/26/2002 5:39 PM
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can repair your leased vehicle to its pre-accident condition with 
non-OEM parts, you're probably going to be in a bind. Your lease might 
say explicitly that you have to use OEM parts at repair time, or it might 
imply that OEM parts must be used. If you choose OEM parts, you'll 
need to come up with the difference between State Farm's aftermarket 
part estimate and the OEM estimate.

Choosing not to use OEM parts might cost you a part of your security 
deposit at the end of the lease or you might be charged a disposition fee 
(typically between $200 and $500) when your lease runs out. The reason 
is that you're obligated to return the vehicle to your dealership in its 
pre-accident condition.

Safety of a fte rm ark e t p a rts  a  litigious issue

There are at least five lawsuits pending 
against insurance companies over the use of 
non-OEM parts for vehicle repair. State 
Farm, Allstate, GEICO, Nationwide, and 
USAA (five of the top 10 auto insurers 
nationwide) are being sued for, among other 
alleged no-nos, recommending the use of 
non-OEM parts.

"Imitation 
parts may be 
a serious 
safety threat."
--------------------------  "Imitation parts may be a serious safety

threat," says Steve Mitchell, an attorney with 
Hagens-Berman, a Seattle-based law firm that brought the lawsuits 
against Allstate, GEICO, Nationwide, and USAA. "Repair shops call 
these parts 'Taiwan trash* for a good reason — they have substandard fit, 
crash resistance, and mechanical operation. In a word, they are 
dangerous."

Mitchell bases his conclusions on a Consumer Reports study from 
February 1999 that shows non-OEM bumpers and fenders might cause 
more damage to vehicles in crashes than OEM parts.

However, the Insurance Institute for Highway Safety (LLHS), which 
conducts crash tests, says that non-OEM parts do not degrade the safety 
of a vehicle involved in a crash. In two separate advisories the IIHS 
published in 1987, it concluded that "the cosmetic parts used to repair 
cars are irrelevant to safety" and that "cars without any of these parts at 
all easily comply with the [frontal-]crash test requirements set" by the 
government. IIHS stands by its advisories today, saying the information 
is still "accurate" and "relevant."

The concern about non-OEM hoods is that they won't buckle properly in 
a crash due to inferior manufacture. Despite the aftermarket hoods' 
apparent shortcomings, the HHS predicted that, based on its 
examinations, non-OEM hoods would buckle correctly during a crash.
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GEICO spokesperson Greg Marsh says that his company uses non-OEM 
parts unless there is a safety issue involved. Marsh would not comment 
further on the issue because of the ongoing lawsuit.

Choose y ou r p a rts  wisely

States that do not 
require non-OEM 

part disclosure
Alabama
Alaska
Arizona
California
Delaware
Washington D.C.
Hawaii
Iowa 
Maine 
Montana 
New Mexico 
North Dakota 
Pennsylvania 
South Carolina 
Texas 
Vermont 
Washington

Consider whether you’re going to trade-in 
or sell your vehicle before making a 
decision on using OEM parts. "If you’re 
buying a Mercedes, you’re buying it, in 
part, for the craftsmanship," says Ritterson 
of Chubb. "Who’s going to want to buy a 
Mercedes with non-Mercedes parts?" 
Dealers routinely check the crash history 
of a vehicle to see what kinds of parts were 
used in its repair, according to Ritterson. 
Your resale or trade-in value might be hurt 
if non-OEM parts are used.

By the same token, you don’t want to buy a 
patch-work vehicle from a dealer, so the 
onus is on you to check the vehicle's crash 
history if you're suspicious of its condition. 
Web sites like Carfax.com and 
Vhronline.com will run the vehicle history 
for $25. Although you won't be able to see 
whether or not the vehicle was repaired 
with OEM parts, you will be able to see if 
the vehicle has been damaged and repaired 
in the past.

Source: National Association of 
Insurance Commissioners

Know, too, that you have the right to ask 
for OEM parts whenever you've been 
involved in a crash. Most auto policies say 
the insurance company will return your 
crashed vehicle to its pre-accident state 

with parts of "like kind and quality." Policies generally don't exclude the 
use of OEM parts (although your insurance company might not repair 
vehicles with OEM parts as standard practice), so don't be shy about 
insisting. In addition, some states do not require insurers to disclose to 
policyholders their use of non-OEM parts. It's important to know that in 
these states, you have to ask.

Aftermarket parts do help to keep auto insurance costs down. So if 
you're not concerned about keeping your vehicle free of imitation parts, 
you're likely doing yourself and your neighbors a favor in the long run. 
"Increased use of [aftermarket] parts would trim billions off the cost of 
the nation's auto insurance bill," according to the Insurance Information 
Institute's 1999 report on v/here your auto insurance premium dollars go. 
The group says that around 72 percent of all repairs are done with OEM

5 of 6 2/26/2002 5:39 PM
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HE ARGUMENTS ARE AS PARTISAN AS PRESIDENTIAL POLITICS, WITH LITTLE
or no middle ground being staked out by either side. From the 
perspective of the insurance industry and aftermarket (A/M) 
crash parts distributors, it’s about choice and freedom from a 
monopolv. both easily recognized as consumer issues.

For th, .• •'oosition, it, too, is about choice — a consumer's 
right to choose how his car is repaired and with which parts. 
It’s about not being told what’s in their best interest, but rather, 
being allowed to make an informed decision that takes safety, 
value and circumstances into consideration.

But didn't the landmark verdict in Avery v. State Farm, in 
which the insurance giant was found gui.ty of consumer fraud 
and breach of contract for its use of A/M crash parts, put an 
end to all this controversy? To put it simply, no. Though the 
stakes have been raised to billions of dollars, there are no clear 
winners at this point. As the case continues its rage on the Illi­
nois court system — State Farm lost its appeal and has peti­
tioned the Illinois Supreme Court for further review of the verdict 
— the A/M crash parts issue continues to plague the industry.

How this real-world-problem-turned-courtroom-drama plays 
out depends on market forces set in motion by consumers, cer-

! V  I
Two years after the land­

mark $ 1 . 2  billion State 
Farm class-action ver­
dict, the debate about 

aftermarket crash parts 
- j lJ p ra g e s . What does 

t ^ p i r e / h o ld  for these 
j j f  counterparts? If you 
thought the controversy 
ended when the verdict 

came down, think again.
by Charlie Barone



tirication agencies, repairers, industry 
associations and insurers alike. I don't 
have a crystal ball and can't predict 
exactly how these forces will affect 
the future of A/M crash parts, but I 
can tell you that insurance companies 
alorie won't be calling the shots.
Survival Strategy
When asked about the future of A/M

parts, SCRS Chairman Don Keenan 
— who's also president of Philadel­
phia-based Keenan Auto Body, a col­
lision repair business with six loca­
tions, and a Certified Automotive Parts 
Association (CAPA) board member — 
had encouraging words for CAPA.

“There will always be aftermarket 
crash parts." he says. "They were 
here before the insurance companies

-
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Despite the percentage of CAPA-cehtified A/M crash parts reported not to provide an acceptable 
fit, respondents to the 2001 BodyShop Business Industry Prollle aren’t Inclined to nolily 
CAPA regarding such parts problems. Only 10 percent say they notily CAPA all the time; 
15.5 percent say they notify CAPA 50 percent of the lime; and 55.5 percent say they never 
notily CAPA. Source: 2001 BodyShop Business Industry Profile.

startedjspecifying them, and there will 
always "be a market for them. Some 
people are driven by quality, others 
by price and still others by both. In 
the past, aftermarket parts manufac­
turers were led to believe it was all 
about price. Today, they're getting a 
strong signal that the driving force is 
quality. Quality repairers demand 
quality parts."

Keenan's pragmatic approach to 
the parts issue seems to be the con­
trolling attitude among some major 
players in the business. And despite 
sound defeats in the courts, the insur­
ers' advocacy of these generic parts 
appears as vigorous as ever, which 
includes some maior public relations 
moves, such as getting Ralph Nader's 
Public Citizen on board.

Still, the A/M parts issue has bled 
down to the consumer level, where 
A/M parts popularity rates about as 
well as big tobacco. HMOs and Fire­
stone Tire. The term “aftermarket 
parts" has even been used with nega­
tive connotations in the prime-time Fox 
Network sitcom "Titus."

In the other camp, Mark Cobb — 
CCRE president and owner of Cobb's 
Collision Center in Windham, Maine — 
isn’t nearly as optimistic as Keenan 
regarding the future of A/M parts.

"Consumer awareness and educa­
tion will clearly define the viability of 
imitation parts m the future," says 
Cobb. "As consumers become more 
and more aware of how these parts 
affect the safety and function of their 
vehicles, the use of these inferior 
parts will be so greatly challenged 
that the value of their use will be near­
ly diminished."

With that said, Cobb adds that it’s 
important to be completely clear on 
definitions. "Aftermarket parts encom­
pass all types of parts — batteries, 
shocks, suspension components, 
muffler systems and so on," he says. 
"In a broad sense, sheet metal would
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be included in that group, but sheet- 
metal parts are of a far different char­
acter and should be addressed with­
out reaching out for support from 
parts that have been tried and tested 
in the marketplace."
For the Record
W e live in a litigious society — a 
society in which lawyers are chal­
lenging big business, including the 
auto insurance industry and its use of 
A/M crash parts. Has this boldness 
forever changed the course of A/M 
crash parts or simply made a ripple 
in the waters?

Earlier this year, an aftershock trem­
bled the A/M crash parts market when 
an Illinois appellate court upheld the 
landmark lower court ruling finding 
State Farm Insurance Company guilty 
of fraud and breach of contract. Even 
though State Farm hasn't shown any 
signs of cutting their losses and giving 
up the fight, it's clear that the more 
they struggle, the deeper they sink in 
the A/M quagmire.

Another less publicized but signifi­
cant case was the class-action lawsuit 
against Country Companies Insur­
ance, alleging — this should sound 
familiar — fraud and breach of con­
tract for its practice of mandating the 
use of A/M crash parts in the repair of 
their insureds' vehicles. There were no 
allegations of a runaway jury in this 
case, or an admission of wrongdoing 
on the part of the defendant. The 
insurer simply settled.

While the monetary figure wasn't 
earthshaking ($6.2 million), the court 
ordered the company to radically 
change their habits in terms of how 
they settled claims for collision dam­
age with policyholders. Not only does 
Country Companies have to discontin­
ue its practice of limiting claims settle­
ments to the use of A/M crash parts, 
the insurer has been enjoined from 
participating in CAPA.

Examined at face value, this court 
order might appear unreasonable, 
such as a court telling a local busi­
ness that it can't be involved in the 
chamber of commerce. However, this 
penalty goes to the heart of the con­
sumer fraud question that was the 
foundation of the State Farm case. 
That is, it wasn’t so much what the 
parts were as it was how the parts 
were represented to the policyholders 
— and CAPA certification was part 
and parcel of that representation,

But what long-term affect have 
these cases really had on the future of 
A/M crash parts?

Shortly after the State Farm verdict, 
almost all insurance companies (with 
the exception of some 
uncompromising carriers 
like USAA) quickly with­
drew from the practice of 
mandating A/M crash 
parts in the repairs of pol­
icyholders’ cars — as if 
they suddenly realized 
they were standing too 
close to ari out-of-control 
fire, But no sooner had 
the smoke cleared when 
a number of companies, 
excluding State Farm, 
reverted to their old 
ways. Others claim that 
many shops are also reverting to their 
old ways.

According to Crash Fax, Brian Sulli­
van — of the Auto Insurance Report — 
spoke at a recent conference in Wash­
ington, D.C., and predicted that “non- 
OEM parts will start to creep back into 
the market. In fact, it's already hap­
pened. Some of them will come from 
insurers. But what's also happening is 
that the body shops are bringing these 
parts back." (Sullivan's referring to the 
fraudulent practice of shops substitut­
ing A/M crash parts for OEM parts and 
then pocketing the difference in cost.) 

"One of the purposes of the $600

million punitive damage award 
against State Farm was to deter other 
insurance companies from cheating 
their insureds the same way State 
Farm did," says attorney Tom Thrash, 
one of several lawyers representing 
the plaintiffs in the State Farm case. "I 
guess $600 million wasn't large 
enough. We’ll certainly bring this to 
the court's attention in the pending 
cases against these other ... insur­
ance companies. You can't cheat 
people and get away with it."

Still, the now-legendary State Farm 
class action has had its effects on the 
marketplace, especially, some say, on 
A/M parts manufacturers "he behav­
ior of a number of insurance compa-
________ nies [in changing] their

policies regarding after- 
market crash parts after 
the State Farm class- 
action verdict has devas­
tated the aftermarket 
industry." says Karen 
Fierst, president of 
KerenOr- Consulting and 
Taiwan Auto Body Parts 
Association (TABPA) liai­
son to the U.S. market. 
"While I believe most of 
the litigation will eventual­
ly be resolved in a way 
that enables the inde­

pendent aftermarket to flourish in the 
future, it's causing a serious setback 
to the industry."

Despite Fierst's claims of a devas­
tated A/M crash parts market, not all 
OEM suppliers credit the verdict for 
OEM sales increases. Art Garner, 
spokesman for American Honda, 
dismisses the case's effect on his 
company's parts sales and credits 
the strong economy of recent years 
for any increase. "We’ve had an 
across the board increase in sales, 
including our captive parts where 
there are no aftermarket competi­
tors," says Garner. •

•TTo,: quote Stale Fann, 
CAPA is a joke,’’ .says 

..attorney Tom TUrasu, one
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"Ifctmiulimllty, till ttha- liHifljatnoni ra&lulng ttia public has dealt 
wniln oioniBUim«r Issues, [uims] we've king supported," says 
Coaution fot Collision Repair Excellence (CCRE) President Marx 
Cobb. "Tho Stale Farm verdict was a landmark, and we hope 
the ruling stands. But sven if it doesn’t,.insurers realize busi­
ness isn't as usual tram now on/Someone is out there watch­
ing their practices, so they’re gbing to have to be more attuned 
to proper claims handling.”

... She Said
"The politicization of the Issue, the allegations of safety';! 
problems and the Insistence [on] banning the products o>; 
havlng signed consent is simply antl-cohsumer," says Karen ’• 
Fierst. president of KerenOr Consulting and Taiwan Auto Body 
Parts Association (TABPA) liaison to the U.S. market, about the 
activities in both the courthouses and state houses to address 
the parts issues. “ This issue Is being used as a weapon for 
some In the repair segment to hit back at the insurance 
industry."

The Changing Face of 
Certification
IS THEBE ANY HOPE FOR CAPA EVER GAIN- 
ing recognition as a credible, inde­
pendent testing organization? It 
oepends on whom you ask. Keenan, 
a CAPA board member, says the 
organization has only begun to prove 
its value in the marketplace.

"In my opinion, CAPA has made 
more headway in assuring quality 
aftermarket parts in the last year or so 
than they have in their entire history," 
he says. “The vehicle test fit program 
has provided manufacturers with an 
accurate, real-life opportunity to see 
lust how their parts fit on a vehicle."

If you’re unfamiliar with recent 
changes at CAPA, the test Keenan is 
> eierring to is an actual vehicle test fit 
cl parts performed by real-life techni­
cians cn actual cars — a process pre- 
vous'y deemed unreliable by the cer-

Comments? \

Arc you impressed? Irritated? Angry? If 
you bave'somethingfosay—.aboutthis 
article, another article fn-BSB or some­
thing going on in the industry — we want 
to hear frond; you! Please fax your .com­
ments to (330) 535*0874 orlfe-mail them 

: to BSB:editor Georgina Kajganic at 
gfajganic@babcgx.com.'.

tifying organization. CAPA had always 
asserted that OEM vehicle-build quali­
ty was too inconsistent to serve as a 
means of testing replacement parts. 
With the test fit now a part of every 
certification process, that argument 
has apparently lost its supporters with­
in the organization. Perhaps with good 
reason: The parts are designed and 
intended for installation on those sup­
posedly unreliable OEM vehicles, as 
opposed to a test fixture developed in 
a laboratory.

Was this change made in a last-ditch 
effort to give the association credibility? 
Until now, CAPA never tested anything, 
though they Could’ve been doing these 
vehicle test fits for years. But the off­
shore, voluntary in-house testing at the 
point of manufacture bounced fewer 
parts, and members were happy with 
that. CAPA is, after all, an association 
of manufacturers.

As you might suspect, not everyone 
is impressed with CAPA’s so called 
"progress." "To quote State Farm, 
CAPA is a joke," says Thrash. "If their 
past is any indication of their future, 
CAPA has none. CAPA hasn't worked 
in the past, What on earth would make 
[anyonej think CAPA can work in the 
future?"

How is CAPA handling such indus­
try negativity?

In an apparent effort at damage

i viMir.vl ffWfie wake of CAPA Executive 
Director Jack Gillis' gaffes both in and 
out of court, the association :ook on 
some new blood early last year. Gen­
eral Henry "Butch" Viccello of USAA 
was appointed president cf the CAPA 
board.

"CAPA isn't a flawless organization, 
and while we'll continue to recruit 
insurance industry members to partici­
pate in The organization, a multi-indus­
try partnership is the only effective 
approach to a truly competitive mar­
ketplace — CAPA’s primary goal," 
says Viccello. "This partnership needs 
to include the collision repair industry, 
the insurance industry, parts manufac­
turers. parts distributor and those 
who promulgate policy through legis­
lation or legulation."

But even if A/M crash parts aren’t 
legislated and/or litigated out of exis­
tence, some degree of market forces 
may come to bear on the parts. Con­
sistently inferior parts will earn a repu­
tation as such, as will better fitting and 
performing parts. However, this type 
of brand recognition has yet to sur­
face in the collision repair market due 
to the generic nature of A/M parts. 
Most aren't identified by brand as 
much as they're ordered strictly by 
applicatioiji. The typical body shop 
operator has no idea what’s inside 
that string bikini packaging until it 
arrives.

"As an industry, the aftermarket 
crash part segment realizes that it 
must brand its products and provide a 
high level of consumer and repairer 
confidence in order to turn the image 
around," says Fierst.

"Until a few years ago, Taiwanese 
companies had hoped that CAPA 
would be the recognized brand for 
quality parts," she says. "They put 
their energies into the program think­
ing it would provide marketing and 
brand image support. It's become 
clear over the past few years that 
CAPA, while being a viable certifica­
tion option, isn’t the answer to the 
branding issue. ... The bottom line is 
that certification organizations should 
be invisible, like Underwriters Labora­
tory in the field of electronics."
What Consumers Really Want
While the battle over A/M crash parts
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has largely been waged on body 
snop and insurance turf, the party with 
the most at stake is the collision repair 
customer. (Though some aftermarket 
advocates would have us think cus­
tomers are oblivious to the parts 
issues.)

Do consumers really demand more 
affordable auto parts? In general 
terms, the answer is an unequivocal 
yes. However, just like with virtually 
every other consumer product, con­
sumers demand better quality, conve­
nience and service along with the bar­
gain price. This principle is the basis 
for the success of big box retailers like 
Wal Mart and The Home Depot.

But what you have to remember in 
regard to the A/M crash parts issue is 
that we're not talking about the tradi­
tional retail scenario. Autobody sheet 
metal is, at best, an arm's length 
transaction for consumers.

The automotive aftermarket has 
existed on the oversights, errors and 
excesses of OEMs, which is why we 
find a non-OEM battery with the most 
powerful name recognition in the busi­
ness. But are Diehard batteries and 
Gordon hoods analogous? The impli­
cation that they are could face skepti­
cism.

Even if A/M body parts and hard 
pads are similar in terms of value, 
consumers haven't shown any sub­
stantive desire for price conscious­
ness when the repairs to their cars are 
covered by an insurance claim 
(threats of premium hikes notwith­
standing). The prospect of savings 
passed along to policyholders in the 
form of lower rates tends to lose signif­
icance when you're talking about a 
consumer's personal vehicle. At that 
point, he or she typically doesn’t want 
to compromise. Most times, the only 
instance a consumer is willing to com­
promise is in the case of an older vehi­
cle without collision coverage, in 
which function is stressed over form 
and appearance. At that point, a 
generic part could very well be an 
acceptable alternative to declaring the 
ca' a total loss. But in general, the real 
demard for more affordable collision 
parts comes from third-party payers.

"I think most consumers give little 
thought to the issue of aftermarket 
parts." says Fierst. “Those who do

.i§ L
One Tech’s Thoughts on A/M Parts

F inally, a view from ground zero —  that of a flat-rate line technician, an often 

forgotten party to the A/M crash parts dispute. Barney Slifer is an ASE Certi­
fied collision repair tech with more than 25 years ot experience. He works at Arnell 

j Paint and Body, a dealer body shop in Burns Harbor, Ind. What’s his first-hand take 
on A/M crash parts?

"Not that it’s pertinent to the replacement sheet-metal 
arguments, but A/M inner-structure parts are equaljy mis­
erable as far as accuracy of lit," says Slifer.

"At present, I’m doing a Grand Am builder for which [the 
owner] bought a Taiwanese (Conjoin Key) upper tie-bar 
and left and right rad-support reinforcements. It’s all flim­
sy, lighter gauge metal, and it’s terrible when you’re jig­
ging up tiie parls as per a unibody data sheet. Nothing is 
accurate.

"Unlike OEM components, I can’t trust these parts tc be 
dimensionally correct. Once you weld them in, you’re com­
mitted. There’s no going back for further adjustments after 
you’ve jigged them to 'ictory specs, only to find yet another 
related A/M fit problem later on. This is the same reason I 
hate CAPA-certifiei1 A/M external sheet metal, such as fend­
ers. In addition to the usual reasons most anti-A/M parts 

j critics give, I find tlmm a real handicap to production.
I "[Some measuring system manufacturers] recommend 
jj using OEM front feeders as the final say-so when it comes 
3 to determining front datum measurements. If the fender fits

"Unlike OEM 
components, I 

can’t trust these 
parts to be 

dimensionally | 
correct." — } 

Barney Slifer, ‘ 
Arnell Paint and 

Body, Burns 
Harbor, Ind.

1 Irj
L,

the door, you're good to go. But I can't do it on this particu­
lar job because I can't trust the A/M part to be accurate 
enough to perform this kind of preliminary measuring. Even 
if I do correct the front datum to the factory height — which it now is — odds are, 
the Taiwanese fender won't fit the door without some serious modifications, which, 
might add, no one pays me for.”

have likely been influenced by the 
February 1999 'Consumer Reports' 
article or their collision repair profes­
sionals. In fny opinion, the negative 
image of aftermarket crash parts, as 
perceived by repairers, is far more 
problematic than that of consumers.

"This image is a perception that's 
evolved over the past 20 years. 
There's some historical basis for the 
perception, but problematic after- 
market parts aren’t found in the mar­
ket today as frequently as some peo­
ple would have us believe. In fact, 
while aftermarket part quality is con­
tinually improving, poor quality OEM 
parts are more and more evident in 
the marketplace."
The Power of Test Fits
In what has become a regular event (in 
addition to being a round of ammuni- 
t on for the A/M parts industry), the

Collision Industry Conference (CIC) 
parts test fit trials are often held up 
as a definitive measure of the parts’ 
suitability.

The test fit held in Orlando in 
December 2C00 indicated that a Yung 
Shine fender made in Taiwan was 
actually a belter part than the OEM 
replacement fender. Assuming the 
A/M part was reverse-engineered 
from the part it was judged against, 
this raises a question as to the test's 
validity: How can a copy of an original 
be better than the original? This 
assumes, of course, that the service 
parts made by the OEM are identical 
to the ones the vehicle came with, a 
fact A/M parts makers dispute.

At any rate, the blind test by indus­
try participants yielded higher scores 
for the imitation part. However, these 
types of tests only deal in the illusory 
qualities of appearance and don't
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acdress the mote substantive issues 
of the part's construction, long-term 
durability or effect on the owner's 
equity in the car.

When questioned as to whether 
the steel of the Yung Shine fender 
was made from two-sided galva­
nized steel like the Ford fender, 
CAPA spokesperson Stephanie Ack­
erman said: "As of Jan. 1, 1999, all 
CAPA sheet-metal parts are required 
to be constructed of double-sided 
galvanized steel. This part was no 
exception."

While her response was precise, it 
was somewhat ambiguous. CAPA 
standards may very well require that 
the Yung Shine part be constructed 
from two-side galvanized steel in 
order to be certified, but that in and of 
itself doesn't necessarily mean that 
the OE-grade of steel has made its 
way into parts inventories. E-mails and 
telephone calls to Yung Shine to con­
firm this weren't returned.

In follow up communication with 
Ackerman, she seemed less convinc­
ing. "I'm pretty sure that was a two- 
sided galvanized part," she said. "If it 
was certified, it's a given."

Asked for his assessment of the sig­
nificance of the CIC parts trials, 
George Gilbert — crash parts mer­
chandising manager, Ford Customer 
Service Division of Ford Motor Com-

@pany — says, "A lot of flurry comes 
out of those [CIC] tests. We never 
agree with the tests, even when we 
win. The real fit tests are done every 
single day by body shops."

Gilbert also touched on a cost issue 
in which the OEM part could conceiv­
ably have an advantage over its 
cheaper competitors. In terms of 
enhanced repair cycle time, which 
has become the biggest buzzword in 
the business, OEM parts usage could 
involve real net savings in repair 
costs. Because A/M parts have been 
associated with increased labor time 
for their installation, delivery time 
delays and the tedious process of 
trial-and-error fitting, OEM parts mak­
ers have been able to claim the high 
ground on that basis.

"Where the parts-to-labor ratios 
change and you start to do more 
replacement [work] than repair, I see it 
as an opportunity — anything that can 
improve value to the customer is 
worthwhile,” says Gilbert.
Survival of the Fittest
I can’t predict exactly how these 
forces will affect the future of A/M 
crash parts, but I don't see these parts 
disappearing .,. ever. Some will 
improve based on sales (what a con­
cept, huh?), while the not-sc good 
parts won't sell as well and will be

used primarily by re-builders of totals. 
The better fitting, better performing, 
better looking A/M crash parts will 
gain recognition as the good tjrands

Which brings us to branding. Like in 
every other business, some brands 
will be established as better than oth­
ers. Up until now, A/M crash parts 
have been generic: You ordered by 
the application, e.g. hood and fender 
for an F-150. In the future, however, it 
may be “Send me a Brand Y hood 
and fender for an F-150. I've had 
good luck with them in the past. And 
don't send me a Brand X hood or 
fender: they're baa."

Like it or not, the A/M crash parts 
market will continue to evolve and 
mature. It may have a long way to go, 
but understand one thing: It's not 
going away.
Writer Charlie Barone has been work­
ing in and around the body shop busi­
ness for the last 27 years, having 
owned and managed several collision 
repair shops. He's an ASE Master 
Certified technician, a licensed dam­
age appraiser and has been writing 
technical, management and opinion 
pieces since 1993. Barone can be 
reached via e-mail at (charlie@auto- 
claimshelp.net).

4 6  August 2001 BSB

Circle 46 for Reader Service



State Farm Argues Its 
Case Before Appellate 
Court
Claims decision to use non-OEM 
parts rests with individual shops

By Sheila Loftus, Hammer & 
Dolly

In its appeal of a $1.2 billion 
class action decision against it, 
State Farm argued last month 
before the Illinois Appellate 
Court in Mount Vernon, Illinois 
that State Farm doesn’t fix 
cars, it only pays for them to be 
repaired. Any issue wifh the 
repair -  or the parts used in the 
repair -  would seem to be the 
concern of the collision repair 
facility, State Farm indicated.

If State Farm loses its 
appeal (and a decision is 
expected sometime between 
now and the end of the sum­
mer), it has two more recours­
es, the Illinois Supreme Court 
and the United States Supreme 
Court.

Robert (Barney) Shultz Jr., 
State Farm’s lead attorney, 
argued that simply because a 
non-OEM crash part is speci­
fied on an estimate doesn’t 
mean the part is used in the 
repair. That decision, Shultz 
intimated, is in the hands of 
the shop. In addition, Shultz 
said State Farm’s obligation is 
"not to pay for a part that is 
equal to a brand new OEM 
part. It is to pay for a part to 
restore to preloss condition."

State Farm lost a $1.2 billion 
class action suit over its advo­
cacy of non-OEM parts in 
October of 1999 in a trial in 
Marion, 111. The judgment 
against it (and in favor of the 
4.7 million policyholders who 
were part of the- class) was the

largest class-action verdict in 
Illinois history.

The plaintiff’s lawyer, 
Elizabeth Cabraser, said State 
Farm breached its contract 
with policyholders by writing 
estimates for the cheapest 
parts, not parts that would 
restore their insureds' vehicles 
to pre-loss condition. The insur­
er relied on a computer to 
determine the cheapest part, 
she said, a decision State Farm 
based on cost-efficiency. But in 
seeking the cheapest part, 
State Farm committed fraud 
against its policyholders, she 
said. "State Farm," she said, 
"chose to use the computer" 
when it could have opted for a 
better way to ensure that its 
insureds’ vehicles were 
returned to preloss condition.

Another plaintiffs’ lawyer, 
Edward Kionka, argued that 
non-OEM crash parts are inca­
pable of restoring a car to 
preloss condition, "State Farm 
promised [its policyholder] 
parts of like kind and quality," 
he said. "When State Farm 
gave a cheaper part, [the insur­
er saved] $130 million by doing 
this."

The three judges hearing the 
appeal, Gordon Maag, Robert 
Welch, and Thomas Welch (no 
relation), were outspoken in 
their questioning of the 
lawyers. At one point, Maag 
paraphrased Supreme Court 
Justice Antonin Sealia to sug­
gest that Shultz was evading 
giving an honest answer to a 
question he asked.

Shultz repeated his main 
argument -  that State Farm 
doesn’t fix cars, only pays to 
have them fixed -  a number of 
times during the course of his

(continued on next paye)
February 2001 www.collision-insight.com

argument before the court.
Fifty-six people were in 

attendance at the courthouse, 
including four collision repair­
ers.

Since losing the class-action 
verdict, State Farm has not 
written for non-OEM parts.

Publisher's note: Our thanks 
to Sheila Loftus, publisher of : 
Hammer & Dolly, for this eye­
witness report.
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Alaska Auto Dealers Association

The Honorable John Cowdery 

Chair Senate Transportation Committee 

Alaska State Legislature 

Juneau, Alaska 99801-1182

Re: SB 348

Dear Senator Cowdery,

On Behalf of the Alaska Auto Dealers Association we wish to lend our support to 
SB 348. This Is a pro-consumer issue that is extremely important to the 
constituents of our state.
Throughout the country there has been a strong influx of potentially Inferior body 
parts. We feel that although these parts are touted as being less expensive and 
therefore have the potential of reducing insurance rates nothing could be fuither 
from the truth. These parts may not have the quality and longevity of OEM 
(original equipment) body parts. This could result in more expense for the 
consumer.
SB 348 does not simply single out Insurance carriers and their relation to body 
shops. It also provides protection in the consumer/body shop relationship by 
requiring strong, dear disdosure of the quality, type, and options available to the 
consumer.
We strongly support the Transportation Committees effort to advance SB 348.

P.O. Box 201305, Anchorage, Alaska 99520-1305

April 2,2002

teve Allwine
hair AADA Legislative Committee
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