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BACKGROUND TO THE CODE OF CONDUCT FOR 

COMPETITION IN THE SOUTH AFRICAN AUTOMOTIVE 

INDUSTRY  

 

1. The Competition Commission of South Africa (“Commission”) receives, on a 

continuous basis, complaints about competition concerns in the automotive 

sector. These complaints relate to potential exclusionary conduct at all levels of 

the automotive value chain.  

 

2. In broad terms the complaints include vertical restraints in the service and 

maintenance of in-warranty motor vehicles, vertical restraints in mechanical 

repairs of in-warranty motor vehicles, vertical restraints in the motor-body repair 

of motor vehicles, unclear and allegedly unfair allocation of work by insurers in 

the allocation of motor-body repairs, restrictions on the sale of parts and 

components, high barriers to entry that exclude small and historically 

disadvantaged persons from becoming authorised dealers, and a lack of 

competition and consumer choice in the sale and fitment of spare parts.  

 

3. The Commission notes that similar constraints to competition in the automotive 

sector have been identified in other jurisdictions. In those other jurisdictions such 
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complaints have been approached in several ways, including enforcement and 

voluntary compliance (advocacy). These initiatives have been overseen by either 

the relevant competition authority or consumer authority, but, in all cases, have 

emphasised the importance of ensuring competition and facilitating transparency 

and consumer choice.  

 

4. In particular, the following international interventions are worth noting:  

 

4.1. The Federal Antimonopoly Service of Russia developed a Code of 

Conduct for good practice in the automotive sector in 2013 (“Russian 

Code”).1 The Russian Code commits original vehicle manufacturers, 

auto distributors and official dealers to principles that advance 

competition, including the following:  

 

4.1.1. There should be a transparent mechanism for selecting and 

approving authorised dealers.  

 

4.1.2. Dealerships may take various forms depending on market 

conditions. Not all dealerships are required to offer the full suite 

of services including, for example, new vehicle sales, the sale of 

parts and service and maintenance.  

 

4.1.3. Service providers are permitted to use non-original spare parts 

for conducting repairs and maintenance once the vehicle 

warranty has expired.  

 

4.1.4. There ought to be no restriction on the sale of original parts to 

independent repairers.  

 

4.1.5. Official dealers are not precluded from conducting repairs on 

other motor vehicle brands.   

                                                           
1 Federal Antimonopoly Service of the Russian Federation. 2016. Code of Conduct of Automobile 
Manufacturers. Available at https://en.fas.gov.ru/documents/documentdetails.html?id=14509. Last 
Accessed 8 May 2018.  

https://en.fas.gov.ru/documents/documentdetails.html?id=14509
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4.2. The European Commission (“EC”), in recognition of efficiencies 

associated with vertical agreements in the distribution of motor vehicles, 

the distribution of spare parts and the provisions of repair and 

maintenance services, has identified a category of vertical agreements 

in the automotive sector that are exempt from the application of 

competition law. In addition to the block exemption, the EC has released 

sector-specific guidelines (“EC guidelines”)2 that ensure effective 

competition in the automotive sector. The EC guidelines emphasise the 

following key principles, amongst others:   

 

4.2.1. Promoting competition in the market for aftermarket parts by 

allowing authorised dealers to use parts of matching quality in 

repair and maintenance work. 

 

4.2.2. Allowing independent service providers, beyond the authorised 

OEM network, to conduct service and maintenance work whilst 

the vehicle is still under warranty. This means that OEMs may 

not make the warranty of a vehicle conditional on the repair or 

servicing of that vehicle in the OEMs’ authorised networks or on 

the use of original parts.  

 

4.2.3. Independent services providers must be granted fair access to 

technical information, tools and training required to conduct 

automotive repairs, maintenance and services. This affirms the 

importance of independent operators in the promotion of 

competition in the sector.    

 

                                                           
2 European Commission. 2010. Motor Vehicles (Legislation). Available at 
http://ec.europa.eu/competition/sectors/motor_vehicles/legislation/legislation.html. Last Accessed 8 
May 2018. For a useful summary of the competition law framework in the automotive sector within the 
European Union, see Right to Repair (2010), The new competition law framework for the automotive 
market, available at https://www.figiefa.eu/wp-content/uploads/r2rc-newberframeworkbrochure.pdf. 
Last accessed 8 May 2018. 

http://ec.europa.eu/competition/sectors/motor_vehicles/legislation/legislation.html
https://www.figiefa.eu/wp-content/uploads/r2rc-newberframeworkbrochure.pdf
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4.3. In the United States of America a dealer may not void a consumer’s 

warranty if routine maintenance or repairs are performed by a provider 

other than the dealer. The Federal Trade Commission’s Bureau of 

Consumer Protection has released consumer guides affirming that, by 

law, consumers are not obliged (and should not be compelled) to conduct 

in-warranty service and maintenance work only at authorised dealers. 

Additionally, consumers’ warranties will not be voided simply by using 

non-original parts.3  

 

4.4. In 2017 the Australian Competition and Consumer Commission 

(“ACCC”) completed a market inquiry into the automotive sector, looking 

at competition issues in new car retailing in particular.4 The inquiry was 

initiated in response to a number of competition issues in the automotive 

sector which required a detailed examination of market characteristics. 

Some of the findings and recommendations were:  

 

4.5. The ACCC found that independent repairers, while authorised to conduct 

repairs on new cars, are not provided with all technical data and 

information required to effect repairs. The ACCC recommended that 

repairers be provided with access to required information, including 

information related to environmental, safety and security related aspects 

on fair and reasonable terms with appropriate safeguards for the sharing 

of sensitive information.  

 

4.6. The study found that consumers misunderstand warranty requirements 

and believe that it is a condition of the warranty that they conduct service 

and maintenance work at authorised dealers within the warranty period. 

Consumers should be advised, in clear and explicit terms, that they are 

                                                           
3 Federal Trade Commission. Auto Warranties and Routine Maintenance. Available at 
https://www.consumer.ftc.gov/articles/0138-auto-warranties-routine-maintenance. Last Accessed: 8 
May 2018.    
4 Australian Competition & Consumer Commission. 2017. New car retailing industry market study. 
Available at https://www.accc.gov.au/about-us/market-studies/new-car-retailing-industry-market-study. 
Last Accessed 8 May 2018.  

https://www.accc.gov.au/about-us/market-studies/new-car-retailing-industry-market-study
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not compelled to conduct in-warranty repairs only at an authorised 

dealer.  

 

4.7. The sale of original OEM-branded parts should not, in principle, be 

restricted. Any restrictions on security-related parts should be clearly set 

out and the reasons for any restrictions should be made publicly 

available. The ACCC also recommended that it may be beneficial for the 

industry to agree on a standard definition of “security-related” 

components.  

 

5. The competition concerns in other jurisdictions are similar, in many ways, to 

those identified in South Africa.  OEMs active in these markets, that are also 

active in South Africa, have responded positively to measures that promote 

competition in other jurisdictions. The Commission believes that the potential 

restraints to competition in South Africa can be most productively addressed 

through a collaborative advocacy effort between industry stakeholders and 

competition regulators. This Code thus commits its signatories to voluntary 

compliance with not only the letter, but also the spirit and intent, of the 

Competition Act no. 89 of 1998, as amended (“Act”).  

 

 

 

 

 

 

 

 


