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FOREWORD

This study of new car warranties has been made in response
to House Resolution 20, which was adopted during the Regular
Session of 1970,

The Resolution expressed concern with the warranty servicing
that consumers were receiving on their cars and the condition of
the cars delivered, The report attempts to pinpoint the reasons
for poorly conditioned cars and inadequate service and suggests
possible solutions to the problem.

To a great extent, this report could not have been completed
without the cooperation and assistance of the new car dealers;
Mr. James Remedios, Informations Systems, City and County of
Honolulu; and Miss Janice LeDoux, Survey Research, University
of Hawaii. It is hoped that this report will aid the legislature
in solving some of the problems of new car warranties.

Henry N. Kitamura
Director
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SUMMARY

This study of new car warranties shows that throughout the
nation, over a seven year period, 34.4 per cent of domestic car
buyers were dissatisfied with their cars upon delivery. For 1969
cars 1in Hawall, that figure was higher at 45.5 per cent. A smaller
percentage of foreign car buyers are dissatisfied with their cars
with the national figure for 1570 being 20 per cent. (No comparable
figures are available for 1969.) The Hawaii rate for 1969 cars is
23.3 per cent. Although there are no national figures for dis-
satisfaction with the car as finally received after the correction
of predelivery defects, in Hawaii such dissatisfaction averaged
24.9 per cent for the domestic car buyers and 10 per cent for the
foreign car buyers.

In the area of warranty servicing, throughout the nation during
the period 1963 to 1970, 25 per cent of those persons asking for
warranty repailrs were dissatisfied with such repairs. Nationally,
there are no separate figures for domestic and foreign cars. In
Hawaii, 23.8 per cent of domestic car owners and 17.5 per cent of
foreign car owners, or an average of 20.7 per cent, were dissatisfied
with the warranty repairs made on their 1969 cars.

The apparent reasons for such consumer dissatisfaction are set

forth in the report and possible solutions for relief of the consumer
are suggested.
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CHAPTER 1

INTRODUCTION

The following report on new cary warranties is submitted in
response to House Resolution 20, passed during the 1970 legislative
session., House Resolution 20 requested the Legislative Reference
Bureau to conduct a comprehensive study on new car warranties that
are available to the residents of Hawaii. The study includes an
analysis of the issues involved and recommendations for legislation
that will enable automobile owners in Hawali to avail themselves
of meaningful protection under their warranties.

During the Regular Session of 1971, the Bureau submitted a
progress report on the study to the legislature, This report
concludes our study of new car warranties,

Part 1. History of Warranties

Domestic Manufacturers

For thirty years prior to the 1961 model car yearl domestic
manufacturers (Ford, General Motors, Chrysler, and American Motors)
offered a simple, short-term warranty on all new cars. The warranty
on new cars included guarantees against defects in material and
workmanship for 90 days or 4,000 miles, whichever occurred first. The
warranty covered all items in the car, except tires which were
guaranteed by the tire manufacturer. 2 During the past ten years,
warranty terms and coverage -have been subject to numerous changes.

In 1960, the four domestic manufacturers announced that the
warranty on 1961 cars would be extended to 12 months or 12,000 miles,
whichever came first., The terms, coverage, and exclusions of the
four manufacturers' warranties were identical as applied to most
cars” and became known as the "basic warranty". The basic warranty
remained unchanged for the 1961 and 1962 cars and is still in use
today. This basic warranty covers all items in the car, subject to
the following exclusions: parts and labor considered to be part of
normai maintenance or parts which need replacing only because of
wear.

The basic warranty does not apply to vehicles subject to misuse,
negligence, alteration, accident, or alteration of the odometer.
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Tires are not covered by the basic warranty, but by a separate tire
manufacturer'’s warranty.

In 1962 Chryslexr proclaimed the “power train® warranty which
was offered in addition to the basic warranty. The power train of
all 1963 Chrysler cars and trucks was guaranteed for 5 years or
50,000 miles, whichever came first. The power train warranty
coveraed items such as the engine block, head and internal engine
parts, water pump, transmission, drive shaft7 universal joints, rear
axle, differential, and rear wheel bearings. The power train
warranty was not offered on 1963 cars by Ford, General Motors, and
American Motors. These companies, instead, extended thelr basic
warranty to 24 months or 24,000 miles, whichever came first. Between
1963 and 1966, warranties remained essentially the same for all
domestic manufacturers.B

In 1966 Feord, General Motors, and American Motors all followed
Chrysler's example and offered a 5 years or 50,000 miles warranty
on the power train of 1967 cars. Ford and General Motors went
even further than the 1963 Chrysler power train warranty and
extended thelr power trailn warranty tc steering and suspension
components. Chryslier, in 1966, followed Ford and General Motors by
expanding its power train warranty to steering and suspension components
and also extended its basic warranty to 24 months or 24,000 miles,
whichever came first.9

Until 1968, both the basic¢ warranty and the power train warranty
offered by domestic manufacturers were available to the original
owner of the car. In addition subseguent owners of the car received
the benefits of both warranties, so long as the warranty had not
expired due to lapse of time or mileage. Notification of change in
ownership was not required, nor was any fee charged for transfer
of the warranty to the subsequent owner.

In 1967, domestic manufacturers began to reduce the warranty
protection to other than the original owner. While retaining the
same terms and coverage, Chrysler allowed its basic warranty to be
transferred to second owners only and anncounced that the power
train warranty on the 1968 cars would not be transferable. Subseguently,
this announcement was changed to allow the purcnase of the unexpired
portion of the power train warranty for $25 by the second owner.
Ford allowed all subseguent owners to purchase the unused portion of
the basic warranty for $15, but restricted purchase of the power
train warranty to second owners for a fee of $25. General Motors
allowed a full transfer of both the basic and power train warranty
during the period of the basic warranty with fees of $2 and 325
respectively. After the basic warranty had expired, General Motors
rastricted the purchase of the unexpired power train warranty to
the second owner for a fee of $25., American Motors allowed an
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From 1961 to 1968, all four domestic manufacturers, in varying
terms, guaranteed that their cars were free from defects. For
example, in 1966, all manufacturers used language to the effect
that each new vehicle or part thereof was guaranteed to be free
from defects in material or workmanship.l?7 References to the car
or its parts were dropped by Ford in 1969 and the warranty was
changed to read that defects would be repaired or replaced.lg In
the 1970 warranties, General Motors, Chrysler, and American Motors
adopted language similar to Ford. Presently all domestic manu-
facturers, except Ford, state that defects will be repaired or
replaced at any authorized dealer.}? “"Any authorized dealer" is not
used by Ford; instead, Ford restricts repairs, with exceptions, to
the selling dealer. Additionally, in 1970, Ford made its warranty
a joint offering from Ford and the selling dealer.20

Foreign Manufacturers

Due to the variety of foreign cars being sold in the State of
Hawaii, only the three best selling cars were covered in this
study - Datsun, Toyota, and Volkswagen. While there have been
several national studies on warranties, none have covered the
foreign car manufacturers. As there is nc easily available data,
the new car warranties offered by foreign manufacturers were only
traced back to 1969,

Since 1969, both Datsun (manufactured by Nissan Motor Company)
and Toyota have offered a basic warranty of 12 months or 12,000
miles, whichever comes first. Volkswagen, on the other hand, has
offered a warranty of 24 months or 24,000 miles, whichever comes
first. ©None of the foreign manufacturers have offered a special
power train warranty such as that of the domestic manufacturers.
In addition to the manufacturer's warranty, in 1971, Datsun of
Hawaii offered an additional warranty of 12 months or 12,000 miles,
whichever came first - thus warranting the car for 24 months or
24,000 miles. This additional warranty is a dealer warranty and
ig presently being offered only to purchasers on the isiand of Oahu.

The basic warranty coffered by foreign manufacturers is similar
to that offered by the domestic manufacturers in that it covers
the entire car, subject te listed exclusions. The exclusions,
while varying between the manufacturers, are similar to those set
forth for domestic manufacturers. The warranties for Toyota and
Volkswagen include both tires and battery, while that of Datsun
excludes tires and battery but the manufacturer's wairanty on the
tires and batterv is passed on to the consumer.

The warranties of the foreign manufacturers use language
similar to that used by domestic manufacturers. That is, all
three foreign manufacturers state that the vehicle is free from
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defects in material and workmanship and that the manufacturer's
cbligation is limited to repairing or replacing parts at an
authorized dealer without charge.21l

Foreign manufacturers also reguire maintenance of the vehicle
at regular intervals and proof thereof in case of a warranty claim,
In addition to requiring proof of maintenance, in 1969, Volkswagen
also required a yearlg validation by the dealer that such mainte-
nance was performed.Z2 This validation requirement was discontinued
after 1969,

Part I1. Warranties as a Selling Point

The reason for the extension of the basic warranty and the
addition of the power train warranty in 1962 is the competitive
aspects of new car selling. In 1960, the nation was in a
recession and new car sales had started to slip. This led to the
announcement of the extended basic warranty by all major domestic
new car manufacturers.?23 Sales continued to drop in 1961, but in
1962 both General Motors and Ford began selling more new cars than
in any period other than 1955, the boom year for new car sales.
Chrysler's sales, had not substantially increased in 1961 and 1962
and its share of the market had decreased by almost 5 per cent.
This led to the introduction by Chrysler of the 5 years or 50,000
miles power train warranty on its 1963 cars. Chrysler changed its
advertising campaign to center on its new warranty and in 1963
Chrysler's new car sales increased by 40 per cent.24 By 1966,
Chrysler's share of the new car market had increased from 9.6 per
cent in 1962 to 15.4 per cent with production of twice as many
cars than in 1963.

The reason for Chrysler's introduction of the power train
warranty can be gathered from the following excerpt from the
Chrysler-Plymouth Service Manager's Society Meeting Guide of
De cember, 1964:

I'm sure you've wondered from time to time just
why Chrysler Corporation came out with the 5/50 Warranty
and Certified Car Care...and yvou've probably come up with
some pretty interesting answers, too! We all know that the
Corporation had confidence in the engineering and
production quality they put in every car...or they
couldn't afford to give this outstanding Warranty!

But when you boil it all down, there's only one
reason for 5/50 and Certified Car Care - and that reason
is simple...to SELL CARS!26
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In 1966, the other three domestic manufacturers adopted the
power train warranty and they in turn advertised this fact,
although not as extensively as did Chrysler.

A similar warranty offering may be found in an advertisement
by Datsun of Hawaii. Datsun has extended the manufacturer's
12 months or 12,000 miles warranty by another 12 months and 12,000
miles in order to give a 24 months or 24,000 miles warranty. The
addition is being paid for by Datsun of Hawaii and not the manu-
facturer,

The latest attempt to sell cars through the use of warranties
may be seen in American Motor's advertisement introducing the
"Guaranteed Car". The advertisement closes with the statement,
"Since we're giving American car-buyers exactly what they say
they want, we should sell more cars than we've ever sold before."28

The warranty sales race between the manufacturers has been
very costly to the manufacturers. This high cost, in turn, has
led teo the reduction in warranty terms as evidenced by the 1969,
1970, and 1971 warranty offerings. Except for Chrysler, the
industry had a warranty cost of between $50 and $60 per 1966 model
car. In 1967, the first year Ford issued the power train warranty,
Ford's estimated warranty cost for 1967 models was between $110
and $120 per car. To some extent the increased cost was due
to consumer awareness of the warranties, inflation, changes in
mechanics' compensation and flat rates, and increased complexity
of the cars involved. But a substantial portion of the increase
was due toe the paper work required for processing warrvanty claims
and the number of additional years that a manufacturer and dealer
is responsible for a car.29 For instance, those cars sold in
1567 have a valid power train warranty until 1972.

The increased length of the warranties has created a heavy
burden on the dealer who must service the cars. In some cases,
this has caused much dealer and consumer dissatisfaction which will
be discussed in Chapters III and IV.



CHAPTER 11
THE WARRANTY

Part §. Manufacturer and Consumer

Automobile warranties are express warranties offered directly
by the manufacturer to the consumer. The warranty is limited in
its terms and disclaims both the express and implied warranties of
the Uniform Commercial Code and any other implied warranties that
might arise during the course of dealing.l The new car warranty
makes certain promises to the consumer and creates certain duties
and responsibilities for the dealer. The warranty makes the
express promise of repair or replacement of defective parts or
workmanship. The remainder of the new car warranty is devoted
to limiting the manufacturer's and dealer's exposure to liability.
Limits are placed on the time and mileage of a vehicle during which
the warranty is extended. The manufacturexr's liability for repair
of the vehicle and the owner's remedies for such repair are limited
to an authorized dealer, or in the case of Ford to the selling
dealer. 1If the Ford owner, however, has moved out of the vicinity
of the selling dealer he may go to the dealer nearest him.2 As
posited in Chapter I the warranties exclude certain parts, com-
ponents, or maintenance from coverage.

Although the manufacturer's express warranty covers the repair
or replacement of defective parts or workmanship, the warranty
document given to the consumer does not mention how the warranty
will be applied to a particular item with a defect. All manufacturers
have extensive procedures that must be followed in processing a
claim under a warranty. Basically, the procedures established
by the manufacturer are in much more detail than a consumer sees
in his one page warranty. Some examples of such procedures and
services are:

{1} Defects in a car's paint, glass, carburetor, or engine
valves, might appear to be covered by the warranty-? and
subiject to immediate repalr or replacement by any autho=-
rized dealer. But warranty claims for these items may
not be acted upon by the dealer without the approval
cf the dealer's zone manager. The zone manager is an
overseer for the manufacturer to whom the dealer may
go for help or authorizations., No paint repair may be
made 60 days after sale of the car without prior zone
approval. Further, all glass replacement requires prior
authorization no matter when it occurs, and the replace-
ment of carburetor needles and seats also reguires
prior zone authorization.4 Such authorization may be in
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writing, or by telephone, or in the case of one local
General Motors dealer, by a zone inspector who is
available once a week.

(2) A service provided but not mentioned in the warranty
is towing charges. General Motors will pay towing
charges if (1) the vehicle cannot be driven, (2) the
necessity for towing results from the vehicle being
inoperable due to a defect that is covered by the
warranty, (3) the towing charges are reasonable, and
(4} zone approval has been obtained.

(3) Other services may even be provided which appear to
be subject to the exclusions listed in the warranty.
Decorative bright metal trim is excluded from the
warranty if the replacement or repair is necessitated
because of normal wear or exposure., The determination
of such wear or exposure is made by the dealer and
if he determines that replacement is not due to wear or
exposure, then the dealer may replace guch part under
the warranty with prior zone approval.

The above examples illustrate that although warranties are
supposed to provide some protection to the consumer, they, in
fact, may be rendered ineffectual through detailed policy and
procedural manuals which are not freely available to the consumer.
Furthermore, these manuals appear to be written by the manufacturers
more for their own self-protection than for assistance to the
consumer in providing warranty services.

Part IL. Manufacturer and Dealer Relationships

While the manufacturer offers the warranty to the consumer,
it is the dealer who must service the consumer and perform under
the warranty. Dealers are given extensive instructions by the
manufacturerg in the policies and procedures that must be followed
in (1) inspecting and preparing new cars for delivery to the
purchaser, (2) honoring warranties, and (3) processing claims for
reimbursement from the manufacturers for work performed under
the warrantv.

The importance of good service and customer satisfaction to
the reputation of the manufacturer and to the business of the
dealer is stressed in manufacturers' manuals. Dealers are
informed that they are to perform conscientiocusly and fairly under

the warranty.
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Predelivery Servicing

All cars must be placed in condition for delivery to the
consumer. Thus, prior to the sale of a car, the dealer is regquired
to perform extensive predelivery servicing and inspection. For
example, Pontiac dealers must perform sixty-one separate service
and inspection functions. These requirements may be found in the
1970 Pontiac predelivery service and adjustment check sheet in Appendix A.

In making the predelivery services and adjustments, the
dealer may be reimbursed by the manufacturer for parts and labor
involved in replacing defective parts during predelivery servicing.B8
The general practice, however, is to pass on to the consumer in the
suggested retail price all predelivery servicing made at the dealer's
expense. The suggested retail price may include costs varying between
$50 to $150 for predelivery servicing, depending on the model and
type of car. In 1971, General Motors instituted a reimbursement
program for its dealers on a sliding scale based on the type and model
of the car serviced. Thus, in addition to obtaining some return for
predelivery servicing from the consumer, the General Motors dealer
also received reimbursement from the manufacturer.?

Warranty Reimbursement

Since the warranty offered by the manufacturer places the
burden of service upon the dealer, the dealers are reimbursed for
work done under the warranty. Dealers are reimbursed for parts
replaced under the warranty at the net cost of parts to the dealer,
plus 25 per cent. This reimbursement rate is generally true for
both domestic and foreign manufacturers.l0

The dealer is reimbursed for the labor involved in making a
warranty correction at the dealer's warranty labor rate by both
foreign and domestic manufacturers. Chrysler, for example, determines
the dealer's warranty labor rate which is 220 per cent of the mechanics'
average hourly wage plus 150 per cent of the dealer's portion of
the cost for the following allowable fringe benefits for the mechanics:
paid vacation; pay in lieu of vacation; holiday pay; sick pay;
separation allowance; hospital insurance; retirement or pension plan;
uniforms and laundry; and group life insurance. This formula
determines the warranty labor rate whenever the warranty labor
rate does not exceed the dealer's stated customer retail labor
charge.ll The rate of dealer reimbursement is subject to change
as the dealer's expenses change and as such changes are accepted by
the manufacturer.

The dealer's reimbursement is sometimes limited by the use of
a "flat rate time". Flat rate time is based on the manufacturer's
study which determines the time within which a mechanic, with an
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average mechanical aptitude working at a normal rate of speed,
takes to perform a repair operation. The time taken to perform
the repair also includes the manufacturer’s determination of a
reasonable time allowance for diagnosis of the repair problem.
Thus, a mechanic may take fifteen or forty~five minutes on a
repair job which, under the flat rate time, 1s determined to
require one-half hour. Whether the mechanic requires fifteen
or forty~five minutes, the dealer is reimbursed for only the
flat rate time of one-half hour.l2

Manufacturer's Reguirements Concerning Service Space

As part of their franchise with manufacturers, dealers are
required to have sufficient servicing space and mechanics to perform
predelivery and warranty service, 1in addition to regular main-
tenance service. Both American Motors and Chrysler provide
specific standards for physical facilities used for servicing,
relating space required for service and parts to new car sales.l3
Neither Ford nor General Motors has established specific standards
for service area, parts, inventory, or personnel for their dealers,
but dealers are assisted in determining the facilities, manpower,
and other necessities needed for a service operation.l

When the Federal Trade Commission asked domestic manufacturers
how many of their dealers did not meet the manufacturer's standards
concerning space and equipment in their service areas, American
Moctors and Chrysler answered that most of their dealers met the
regquirements. Ford disclosed it knew of no dealer which did not have
the stalls and mechanics needed to handle warranty work, while
General Motors stated that it did not maintair records of dealers
who do not meet the corporation's standards. None of the manufacturers
indicated that they strictly enforced servicing standards.ib

Manufacturer's Aid to Dealers

In return for meeting the demands of the manufacturers,
dealers are provided with considerable assistance by the manu~
facturers. All manufacturers maintain an elaborate nationwide
organization to assist dealers Iin processing warranty claims and in
making determinations on whether a particular c¢laim is a warranty claim.
Manufacturers review recurring maintenance problems in particular
car models and these problems are explained to all dealers. Non-
recurring maintenance problems which a dealer is unable to diagnose
may be solved by calling on his manufacturer for help. All but two
of the thirty~four new car dealers interviewed throughout the State
of Hawaii indicated that they could count on their manufacturer
for diagnostic assistance.l6

In addition to help in maintenance, diagnosgis, and clerical
work, manufacturers make extensive efforts to assist the dealers

10
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in meeting their needs for trained mechanics and specialized equip-
ment. American Motors has a traveling training program to train
mechanics and other service personnel throughout the country.
Chrysler has many programs and films it distributes to its dealers,
In addition, Chrysler maintains twenty-two parts depots and plants
in key locations to supply dealers. Ford also has many special
programs for its dealers. General Motors maintains a network of
thirty training centers around the nation and in 1967 these

centers trained 514,000 persons. Of this amount, 120,000 took
courses designed to improve mechanical skills.l7

11



CHAPTER III

WARRANTY EXPERIENCE—NATIONWIDE

Part 1. Consumer Experience

The consumer who makes extensive outlays to purchase a new
car should be able to expect a vehicle substantially free from
defects. Until 1969, domestic manufacturergs promised the consumer
a vehicle free from defects in material and workmanship. Now
domestic manufacturers no longer promise a defect-free vehicle,
although a defect-free vehicle is still being offered by foreign
manufacturers in their warranties. The domestic manufacturers'
warranties presently promise to repalr or replace any part that
is defective in material or workmanship.

Many consumers have become disenchanted with manufacturers'
warranty promises. The reason for this dissatisfaction becomesg
apparent when the results of nationwide consumer surveys and other
indices are studied.l

A summary report of the surveys conducted yearly by Consumers
Union is presented below. These annual surveys are of major
magnitude since they cover between 40,000 and 50,000 car owners.
The car owners responding to the survey were subscribers to the
Consumers Union publication, Consumer Reports. Consumers Union
asked three guestions in order to determine the extent of warranty
and warranty related problems. The first gquestion asked whether
the new car the consumer received was in a satisfactory condition
when delivered. This guestion was used to determine the lack of
guality control by manufacturers and if poor dealer predelivery
gservicing existed.

Consumers Union found that during the period 1963 through 1970
an average of 34.3 per cent of the new car purchasers were
dissatisfied with the condition of their new car upon delivery.?2
If the average is applied to 8,223,392,3 the total number of new
carg produced by domestic manufacturers in 1969, a total of
2.8 million car owners received thelr cars in what the owner felt
to be an unsatisfactory condition.

Consumers Union first reported on foreign manufacturers in
1969, Fourteen per cent of those persons replying to the 1969 survey
on Volkswagen felt their Volkswagen was delivered in an unsatisfactory
condition.4 In 1970 Consumers Union did not have a breakdown of
foreign manufacturers, bub stated that 20 per cent of the buyers of
imported cars were disgsatisfied with the condition of the car when
received,.>

1z
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The second question asked by the Consumers Union survey was
directed at those persons having had warranty work done on thelr
car. The question asked if the warranty work performed was
gsatisfactory. Twenty-five per cent of the persons having warranty
work performed on their cars were dissatisfied with the work when
completed.® fThose persons dissatisfied with the work were further
asked: "If the warranty work was not performed satisfactorily, what

was the trouble?"

Seventy per cent of the owners of 1966 cars reported that the
dealer could not fix the car; 11 per cent said the dealer did not
cooperate; 7 per cent stated that the item to be repaired was not’
covered by the warranty; and 10 per cent of the owners gave other
reasons for their dissatisfaction.’/ The problem of warranty work
then, from the consumer's point of view appears to center increasingly
on the inability - and perhaps unwillingness - of the dealer to
perform repairs requested on the car.

A Newsweek magazine study of 1967 car owners, based on a
scientific sampling of 371,014 registrations, indicated that while
more than half of those responding found their cars extremely
reliable, more than 9 per cent found them to be mechanically
unreliable. When questioned on the services offered by the dealers,
86 per cent responded that the dealer services were satisfactory,
while 14 per cent responded that the services received were
unsatisfactory.

A third study on warranties was conducted between June, 1968, and
September, 1969, by Operations Research, Incorporated, for the
National Highways Safety Bureau. Operations Research found that
in warranty repairs involving safety-critical subsystems, more than
22 per cent of the vehicles were returned by the consumer to the
dealer because of inadequate repair.9

As a further indication of a consumer warranty problem on a
nationwide scale, the Federal Trade Commission has received more than
3,000 complaints on warranties. This number is the largest volume
of complaint letters received regarding a single topic since the
Commission was established in 1914.,10

A final indication of the guality of cars being released from
both domestic and foreign manufacturers 1s the number of cars
involved in safety recalls under the National Traffic and Motor
Vehicle Safety Act of 1966.11 Between the time the Act took effect
in 1966 through 1969, 14,124,108 wvehicles (cars and trucks) have been
recalled. During the year 1969 alone, 7.9 million vehicles,
7,502,440 domestic vehicles, and 405,744 foreign vehicles, were
recalled. Since the total registration of passenger cars in 1969 in
the United States was 87,153,381,12 a significant percentage of
passenger cars were recalled.

13
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While many of the defects involved in the recalls were caused
by mistakes made on the assembly line, or by use of defective
materials, a signficant portion were caused by faulty design or
engineering.l3 It should be kept in mind that the great number
of recalls do not necessarily mean that all cars recalled had
safety defects, since more cars than necessary are usually recalled
in order to discover all possible defective cars. Moreover, many
of the cars subject to recall were still in the dealer's inventory
and not vet in the hands of the consumer,l4 Even with the above
caveats taken into consideration, the number of vehicles recalled
indicate that cars are not leaving the factories free from defects.
These defects may later turn into warranty problems.

Thus, the results of major consumer surveys and other indicies
point toward a definite car guality and warranty problem for the
new car owner throughout the nation,

Part I1. Dealer Experience

Although manufacturers appear to make extensive efforts to
help the dealer in the areas of maintenance, diagnosis of repair
problems, clerical work, and quality control,l3 warranty performance
in the final analysis is up to the dealer. The dealer's responsi-
bility commences upon receipt of the car from the manufacturer and
continues until the warranty expires.

Predelivery Servicing

The first step in the warranty process, once the car is received
by the dealer, is predelivery servicing. In principle, a thorough
predelivery servicing and inspection could reduce the number of
warranty claims, since many warranty related defects could be
corrected during such preservicing. 1In practice, however, this is
not always the case. Some of the reasons why warranty claims are
not substantially reduced by predelivery servicing will be
explored below.

Predelivery servicing and inspection places a burden on the
dealer if the cars he receives are not in excellent condition.
According to the thirty-four local dealers interviewed, only
nine rated the condition of cars received from their manufacturer
as excellent, Many of the dealers stated that the cars they
received were in good, fair, or poor condition. The poor condition
of these cars is in some instances due to shipping, such as nicks
in paint and dents, but the majority of the trouble is due to
poor factory guality control, such as door alignment.l®6 If the
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cars are received by the dealers in less than an excellent condition,
coupled with the large amount of new car sales made in Hawaii (the
average dealer in Hawaii sells approximately 385 cars a yearl7), the
workload and time burden on mechanics doing predelivery service is
greatly increased. As a yesult, the guality of predelivery

service is affected and the time spent on such service is reduced.

The second problem concerning predelivery service is the
dealer's compensation for such servicing. The suggested retail
price of a new car may include servicing costs which varies from
$50 to $150 per car, depending on the make and model. This
suggested retail price is established by the manufacturer, but
dealers claim that the servicing cost which is passed on in the
suggested retail price, is inadequate for compensation purposes.
Compensation is inadequate because it is included in the retail
price, and the retail price is seldom the selling price.18 1Instead,
the retail price is the starting point for dealer-consumer
bargaining. The better the bargaining of the consumer, the less
the dealer will receive on the sale of the car. Since the reduced
sales price has to cover the cost of predelivery service, which
cost is already inadequate, predelivery servicing itself may not
be performed adeguately due to the dealer's need for profit.l9

Thus, in the first stage of the warranty process, the car
received by the customer may have defects that should have been
corrected during the predelivery servicing but were not corrected
for the reasons stated.

Warranty Reimbursement

Although dealers are reimbursed for warranty labor and parts
replacement, as previously stated, dealers feel that such
reimbursement is very ilnadequate and does not cover the actual
costs involved. Warranty reimbursement 1is based upon three separate
elements: (1) payment for parts used in warranty repair; (2} the
flat rate schedules of time allowed for repair operations; and
{3} the hourly rate paid for warranty work.

As discussed in Chapter II, dealer reimbursement for parts
replaced under the warranty is net cost of the part plus 25 per cent.
The Federal Trade Commission found that dealers feel such reimburse-
ment to be totally inadeguate since the cost to the dealer for a
part includes factors other than the initial cost of the part, and
the 25 per cent increase in reimbursement by the manufacturer does
not meet this cost. In some instances the cost of shipping parts
to the dealer is paid by the dealer, which is an additional cost
attributable to the part, Moreover, once received, the part must
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be handled and stored. The National Automobile Dealers Association
(NADA) estimates that handling and storage of parts is 23 to

25 per cent of the true cost of the part. Thus, the manufacturer'’'s
compensation allows the dealer little if any profit on parts used
in warranty repair.20 Of course, dealers should not make a profit
under the manufacturer's warranty reimbursement program, but only
obtain full cost recovery. Nevertheless, full cost recovery does
not seem to be occcurring in practice.

A manufacturer's "flat rate time" establishes the time allowance
for the performance of warranty repairs and is based on actual
time studies. (Flat rate time is the time it takes an average
mechanic working at a normal rate of speed to complete a repair.)
In addition, manufacturers maintain that the flat rate time includes
reasonable time allowances for diagnosis and job preparation.
Dealers claim that the flat rate time is much too short, primarily,
due to inadequate time allowed for diagnosis. Dealers also state
that the system does not provide for learning time allowances when
new cars are introduced. Manufacturers, on the other hand, indicate
that procedures for the adjustment of the flat rate time have been
established and are often used.22 A NADA survey revealed that in
one~-third of the repairs requiring one hour or less of labor time,
the mechanic could not complete the job in the flat rate time.
The reasons given were the time involved in moving the car to and
from the work space and preparing the job report. This same study
also showed that the average mechanic does 9.4 hours of work based
on the flat rate time for each 8.0 hours he works. The study
further indicated that in electrical and accessory repair jobs the
mechanics could do 7.4 and 6.6 hours of work, respectively, based on
flat rate time in an 8.0-hour day.23 The excess of 1.4 hours for
nonelectrical and nonaccessory repair jobs would appear to offset
the slower rate of work on electrical and accessory repalirs. We
do not have, however, any percentages of work performed between
the two categories of repair work nor how many jobs take less than
ore hour to conclusively say that dealers are as bad off concerning
ilat rate time as they claim.

The third element in warranty reimbursement is the hourly
rate paid for warranty work. This rate is based upon what the
dealer pays his mechanics by the hour plus fringe benefits
multiplied by a factor established by the manufacturer to obtain
the dealer's hourly rate. The dealer's hourly rate is then
multiplied by the flat rate time for the particular repair work
being claimed as a warranty repalir. For example, using the
Chrysler reimbursement formula set forth in Chapter II, if the
dealer pays his mechanics an average of $3.65 per hour and has
an additional 50 cents per hour in fringe benefits cost, the
dealer's warranty rate would be $9.13 per hour ($4.15 x 220%).
This $§9.13 rate is then applied to the repair work done by the
mechanic by multiplying it with the flat time for the repair
claimed,
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The warranty rate is thus based upon the average hourly wage
rate of the dealer's mechanics. The dealer's mechanlic force,
however, is not made up of mechanics who receive the average
hourly wage rate. For example, a dealer may have journeyman,
intermediate, and apgrentice mechanics all of whom receive a
different wage rate.?%4 If a journeyman mechanic's hourly wage
rate is above the average of $3.65 an hour the dealer may be
disinclined to use his journeyman mechanics on warranty work. The
net result may be inadequgte warranty repair, thereby leading to
customer dissatisfaction.??

In addition to the use of an average hourly wage rate for
repairs, there is a time lag between approval by the dealer of
a new labor contract providing for increased wages or fringe
benefits and the time in which the manufacturer _makes a reevalu-
ation of the dealer's average hourly wage rate.26 Until an upward
adjustment is made, the dealer would be receiving even less
reimbursement and is thus more unlikely to view warranty work as
something on which his best efforts should be made,

Labor performed on mechanical, electrical, and accessory
repair is not the only cost to the dealer of doing warranty work.
Warranty repairs require extensive paperwork and record keeping
for which there is no reimbursement. Records must be preserved
by the dealer and parts replaced under the warranty must be
tagged and stored so that the manufacturer's representative may
examine the parts. A study by the NADA in 1967 reported 18 clerical
steps in preparing warranty claim forms as compared to 9 steps in
regular service procedures2 adding $3.45 in extra cost for which
there is no reimbursement.<’ Similar dealer studies have produced
the same results,

Finally, the dealers in many instances must wait 30 to 120
days for warranty reimbursement for labor, while the manufacturer
expects to be paid by the dealer within 30 days after the cars are
delivered. Several manufacturers, particularly Ford, now reimburse
their dealers with a monthly credit advance based on a one month
average claim experience.29 Those dealers not being reimbursed
in advance have theilr money tied up until they are reimbursed.

From the foregoing discussion, it appears that the dealers
are not being adequately reimbursed for consumer services placed
upon them by the manufacturers. Without an adequate reimbursement,
there is little incentive for the dealer to give the best service
where predelivery and warranty servicing is involved.
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CHAPTER 1V

WARRANTY EXPERIENCE—STATE

Part 1. Consumer Experience

In order to determine consumer experience with warranties on
new cars, local consumer protection agencies were contacted. The
State Consumer Protector, during the period from July, 19%6%, to
July, 1971, received thirty-five complaints on motor vehicle warranties.
The Hawalii Motor Vehicle Industrv Licensing Board, from the date
of its inception as a state board in November, 1969, to July, 1971,
received thirty complaints. Some of the complaints received by the
Consumer Protector were forwarded to the Motor Vehicle Industry
Licensing Board as being more appropriately the business of the
Board. Therefore, there is some duplication in the numbher of
complaints received by the Board and the Consumer Protector.

The Better Business Bureau of Hawali received no warranty
complaints in 1970 and five complaints through September, 1971,
Since the number of warranty complaints filed with consumer protection
agencies in the State was low in comparison with the nationwide
experience, the Legislative Reference Bureau conducted a study among
1969 car owners registered in the state. The vear 1969 was chosen
as the model vyear in order to obtain data which was relatively
recent yet would be based on a period sufficient to afford car
owners an opportunity to ascertain defects, if any, manifested in
their automobile.

A guestionnaire consisting of five pages and containing four
majer parts was used in the study (see Appendix (). Part one of
the guestionnaire dealt with general background information concerning
the owner. Part two of the questionnaire gueried the owner on the
condition of the car when it was delivered to him in order to
determine factory guality problems and the adequacy of predelivery
servicing by the dealer. Part three measured the warranty servicing
experience of the consumer. Both parts two and three asked guestions
to determine consumer satisfaction with the guality of the servicing
in a manner similar to the Consumers Union survey set forth in
Chapter III. Part four of the cuestionnaire attempted to detect
consumer knowledge and understanding of the warranty.

The guesticonnalire was sent to a random sampling of 19569
registered private car owners. Fourteen hundred guestionnaires
were sent out with twe hundred going to owners of each manufacturer -
American Motors, Chrysler, Ford, General Motors, Datsun, Tovota, and
Volkswagen. Table 1 gives the number of private cay owners who
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were included in the random sample and the number of business-owned
1969 cars which were not included in the random sample:

Table 1
Number of 1969 Cars

Private Business Total

American Motors 1,244 320 1,564
Chrysler 8,409 1,082 9,491
Ford 5,502 1,401 6,903
General Motors 9,875 1,741 1i,6l6
Datsun 3,626 863 4,489
Toyota 4,107 547 4,654
Volkswagen 4,508 351 4,859
Total 37,271 6,305 43,576

The total number of 1969 cars of all manufacturers registered in the
State of Hawaii is 46,023, Thus, 94.7 per cent of the 1969 cars
in the State were represented by the seven manufacturers included

in this study.

Table 2 indicates the number and percentage of returns for each
manufacturer.

Table 2

Number of Returns

Total Questionnaires

Sent Returned Per Cent

American Motors 200 94 47.0
Chrysler 200 114 57.0
Ford 200 107 53.5
General Motors 200 83 46.5
Datsun 200 95 47.5
Toyota 200 97 48.5
Volkswagen 200 96 48.0

Total 1,400 696 49 .7
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The answers to the gquestionnaire have been weighed so that a
percentage of the total number of cars for each manufacturer in
Table 1 can be set forth in the tables of this report. For reference
to complete results, welghts assigned, and statistical error due
to such weighing, see Appendix D.

Predelivery Servicing

Question seven of the guestionnaire was used to determine the
possible lack of guality control by manufacturers and poor dealer
predelivery servicing. Table 3 presents the answers to this question.
The numbers in parenthesis represent the actual number of responses.

Table 3

Question: "When the car was delivered to you,
was it in satisfactory condition?"

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Total Responses Local Dealer Manufacturer

American Motors

Yes 54.3% (51) 52.6% (30) 25.0% (3}

No 45.,7% (43) 47.4% (27) 75.0% (9}
Chrysler

Yes 67.5%8 {77) 67.8% (58) 50.0% (3}

No 32.5% (37) 32.2% (29) 50.0% (3)
Ford

Yes 423.6% (52} 42.6% (29) 78.6% (11)

No 51.4% (55) 57.4% (39) 21.4% (3]
General Motors

Yes 60.2% (56) 55.7% (34) 70.0%  (7)

No 39.8% (37) 44.3% (27) 30.0%  (3)
Datsun

Yes 72.6% {69) 75.4% {43) 100.0%  {2)

No 26.3% {25) 22.8% (13) 0% ()
Tovota

Yes 71.1% {(69) 74.6% (50) 66.7% (2)

No 28.9% (28) 25.4% (17) 33.3% (1)
Volkswagen

Yes 80.2% (77) 78.6% (40) 85.7% (18)

No 19.8% (19) 21.6% (11) 14.3%  (3)
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Table 3 reveals that, on the average, purchasers of 1969
domestic cars from local dealers are dissatisfied with the car upon
delivery 45.4 per cent of the time with a wide variation between
Ford and Chrysler. Purchasers of foreign cars fare better, being
dissatisfied with the car upon delivery about 23.3 per cent of the
time. This is a higher percentage than the 34.3 per cent dissatis-
faction with domestic cars and the 20 per cent dissatisfaction with
foreign cars found by Consumers Union.

Those persons stating that they were dissatisfied with the car
upon delivery were further asked why they were dissatisfied with
the condition of the car. The answers were divided into three
major categories: (1) mechanical which includes brakes, steering,
engine, clutch, transmission, wheel alignment, carburetor, starter,
etc.; (2) body exterior which included paint scrapes, scratches,
chips, -dents in the body or exterior chrome, rust, etc.; and
(3) body interior which included seat covers, other upholstery, dirt,
interior trim, window seals and operation, etc. All manufacturers
received complaints about the mechanical condition of the car when
it was delivered. Also, domestic manufacturers received more
complaints concerning the exterior and interior of the car than
foreign manufacturers, particularily concerning paint, rust, and
window seals,

Often, dealer service satisfaction by a consumer is measured by
whether or not the dealer has corrected an unsatisfactory condition
after it was brought to his attention. Table 4 sets forth the
number of persons who asked to have an unsatisfactory condition
corrected which was discovered prior to accepting the car and whether
the condition was corrected to their satisfaction.

Table 4 discloses that about 50 per cent of those persons who
purchased from local dealers obtained correction to their satisfaction.
In this area, there does not appear to be much difference between
domestic dealers and foreign dealers. An average of 24.9 per cent
of those persons purchasing a domestic car from local dealers were
s5till not satisfied with the car they finally received. Purchasers
from foreign dealers fare somewhat better with only 10 per cent
being dissatisfied.
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Table 4

Question: Did you have the condition corrected
prior to acceptance of the cax?

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Total Responses Local Dealer Manufacturer
American Motors
Asked to correct L4, 7% (42) 47.4% (2 75.0% (%)
Corrected to satisfaction
Yes 21.3% (20) 17.5% (1) 41.7% (5)
No 23.4% (22) 29.8% (17 33.3% (4)
Chrysler
Asked to correct 32.5% (37) 32, 2% (28) 50.0% (3)
Corrected to satisfaction
Yes 20.2% (23) 18.4% (16) 33.3% (2
No 12,.3% (14 13.8% (12) 16.7% (1)
Ford
Asked to correct 47.7% (51) 55,9% (38) 21.4% (3
Corrected to satisfaction
Yes 18.7% (20) 17.6% (12) 14.37% (2)
No 29.0% (31) 38,2% (26) 7.1% (D)
General Motors
Asked to correct 36.6% (34) 41.0% (23) 20.0% (2
Corrected to satisfaction
Yes 21.5% (20) 23,0% (14) 10.0% (1)
No 15.1% (14) 18.0% (11) 10.0% (1)
Datsun
Asked to correct 26,27% (23) 19.3% (11 0% (D)
Corrected to satisfaction
Yes 18.9% (18) 12.3% (D 0% (D)
No 5.3%2 (%) 7.0% (&) 0% (0)
Toyota
Asked to correct 25.8% (2%) 25.4% (1) 0% (0)
Corrected to satisfaction
Yes 16.5% {16) 11.9%2  (8) 0% (0)
No 10.3% (1) 13.4%  (9) 0% ()
Volkswagen
Asked to correct 19.8%2 (19) 21.6% (11) 14.3% {(3)
Corrected to satisfaction
Yes 16.4% (10) 11.8%2  (8) 0% ()
o 9.4%  (9) 9.8% (5) 14,.3% €3)
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Those persons not satisfied with the correction received on
thelr cars were asked to give a reason for their dissatisfaction.
Of those persons answering, a much larger number of persons felt
that +the dealer did not cooperate with them when dealing with
domes tic dealers than foreign dealers. Usual explanations given
for lack of cooperation by disgruntled owners were that the dealer
was unable to fix the problem, the problem kept recurring, the
dealer took too long to correct the problem, poor service due to
stalling or runarounds, ©or a poor Jjob was done when the car was
finished. Like the Consumers Union's findings for warranty service,
in the area of predelivery servicing, Hawail's consumers are
Ffinding that the dealers are either unable or unwilling to correct
faulty cars. Those persons purchasing their cars from a mainland
dealer or direct from the factory do not appear to have received
treatment different from that of persons purchasing their car from
a local dealer. It must be kept in mind, however, that the number
of persons falling within this category is small, making an accurate
determination difficult.

Warranty Servicing

In order to determine the number of persons having warranty
work done, the following guestion was asked: "After delivery and
use of the automobile by vyou, did yvou have any work or repair done
under your new car warranty or guarantee?" Table 5 gives the
results.

Table 5 reveals that, on the average, more than 56.9 per cent
of the new car owners who purchased from a local dealer had to
obtain warranty work on their car after having driven it for some
time. Toyota and Patsun owners had the lowest percentage of
warranty work performed - less than 50 per cent of the time, Those
persons having warranty work done were asked whether the work
involved a mechanical, body exterior, or body interior problem. In
general, the answers indicate that there are more mechanical
problems after delivery than problems with the exterior or interior
of the bedy. The exterior and interior problems such as paint,
trim, and fittings may have been corrected at the time of delivery.
Thus, they appear to be less of a problem in the warranty service
area.
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Table 5

Question: Did you have warranty work done on your car?

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Total Responses Local Dealer Manufacturer

American Motors

Yes 45,7% (43) 56.1% (32) 66.7% (8)

No 52.1% (49) 42.1% (24) 33.3%  (4)
Chrysler

Yes 57.0% (65) 65.5% (57) 50.0% (3)

No 42.1% (48) 33.3% (29) 50.0% {3)
Ford

Yes 56.1% (60) 66.2% (45) 64.3% (9]

No 42.1% {45) 32.4% (22) 35.7%  (5)
General Motors

Yes 55.9% (52) 67.2% (41) 40.0% (4)

No 44.1% (41) 32.8% (20) 60.0% (6)
Datsun

Yes 33.7% (32) 42.1% (24) 50.0% (1)

No 64.2% (61) 56.1% (32) 50.0% (1)
Toyota

Yes 33.0% (32) 38.8% (26} 0g (0)

No 66.0% (64) 59.7% (40) 100.0% (3)
Volkswagen

Yes 56.3% (54) 62.7% (32) 57.1% (12)

No 43.8% (42) 37.3% (19) 42.9%  (9)

When the consumer has to return a car for warranty work, one
of his biggest concerns is the amount of time it will take and
how many times the consumer will have to return the car in order
to have the problem corrected. With the exception of Volkswagen
owners, more than half of all persons purchasing from local dealers
and having warranty work done on their car had to take their car back
to the dealer for repairs two to three times in order to complete
the repair. Generally, the time required to repair a car is from
one to three days.

Table 6 indicates the number of persons who were satisfied

or dissatisfied with the repair of the car under the warranty as
performed by the dealer.
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Table &

Question: Was warranty repair work done to your satisfaction?

Responses by Original Owners
Purchasing Car from:
Pealer on
Mainland or

Total Responses Local Dealer Manufacturer

American Motors

Satisgfied 25.5% (24) 31.6% (18) 33.3% (4)

Dissatisfied 19.1% {(18) 24.6% (14) 33.3% (4)
Chrysler

Satisfied 36.8% (42 42.5% {(37) 16.7% (1)

Dissatisfied 17.5% (20) 19.5% {17) 33.3% {2)
Ford

Satisfied 35.5% (38) 39.7% {(27) 50.0% {7}

Dissatisfied 19.6% (21) 26.5% (18) 7.1% (1)
General Motors

Satisfied 35.5% (33) 39.3% (24) 30.0% (3)

Dissatisfied 18.3% (17} 24.6% (15} 16.0% (1)
Datsun

Satisfied 23.2% (223 26.3% (15) 50.0% (1)

Dissatisfied 8.43%3 (8} 14.0% (8) 0% (0)
Toyota

Satisfied 18.6% (18) 22.4% (15) 0% (0)

Dissatisfied 13.4% (13) 14.9% (10) 0% (0)
Volkswagen

Satisfied 39.6% (38) 37.3% (19 42,9% (9)

Digsatisfied 15.6% (15) 23.5% (12) 14.3% (3)

Table 6 discloses that about one~fourth of the purchasers from
local dealers were dissatisfied with the repair of the car they
ordered, a finding similar to that of Consumers Union in Chapter III.
Those persons not satisfied with the repair received were asked
to give a reason for their dissatisfaction. Over 40 per cent of
responses were that the dealer was unable to repair the car. These
findings also agree with those of Consumers Union.

The data presented above indicates that an average of 23.8 per
cent of the purchasers of domestic cars from local dealers and
17.5 per cent of the purchasers of foreign cars from local dealers
who had to obtain warranty work were dissatisfied with the warranty
work they received. While this does not seem to be a large
percentage, when applied to the total number of 1969 cars in Hawaii,
this means 5,957 owners of private domestic cars and 2,142 owners
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of foreign cars were dissatisfied with the warranty work dons., If
these findings are applied to all model vears, then a gignificant

number of persons in Hawaii may be unhappy with the warranty service
they are receiving.

Warranty Understanding

The Bureau also wished to determine consumer understanding of
the warranty. In order to determine consumer understanding, seven
guestions were included in the guestionnaire dealing with the length
and cover age of the warranty and reguirements for keeping the
warranty in force. Two of the seven guestions dealt in particular
with exceptions contained in the warranties. The guestionnaire
permitted the pergon answering the guestions to look at the warranty
in answering the guestions, if they so desgired.

When asked the length of their warranty, domestic car owners
did very poorly, posslb@y because they had to check two answers
for the basic and power train warranty. The foreign car owners,
however, did guite well in their knowledge of the length of the
warranty. Questions concerning the consumer’s knowledge on the
various areas of the car that were covered by the warranty were
asked. The responses to these guestions were poor for both domestic
and foreign car owners, with less than 50 per cent knowing the
correct answers. Foor responses were also received when the consunmers
were asked to correctly cbecx the variocus areas of the car that
is covered by the different warranties.

When guestioned about required maintenance, over 73 per cent
of the consumers knew that thev had to follow & maintenance schedule
to keep their warranties in force. The nmajority of the new car
ownters felt that they had to take their car to a new car dealer for
servicing in order to keep their warranty. Except for Volkswagen in
1969, however, owners could take thelir car anywhere for servicing.
Thus, it appears that consumers have only a fair knowledge of the
terms of the warranty.

The Bureau next asked questions concerning the understanding of

the warranty. First, the consumer was asked if brake linings on
the car would be replaced at no cost under the warranty when the
linings wore out at 17,000 miles. Only a little over 50 per cent

knew the correct answer to this guestion. Brake linings are
specifically exenmpted from the warranty coverage,

An additional guestion was asked: "If the paint on vour
automeobile had deteriorated and vou had the automchile Ffor eclaven
months, could you have the automobile repainted at no cost o you
under the warranty or guarantee?” Even less persons knew the
correct answer to this guestion. Paint is not specifically
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excepted from the warranty, but falls within the warranty exclusion
concerning normal deterioration of external appearance due to
weay and exposure,

The answers to these guestions reveal that the average consumer
has very little understanding of the terms and conditions of the
warranty he 1is receiving. Dealers were interviewed and asked
if their salesmen were required to inform the customer of the
terms of the warranty. All dealers stated the salesmen were so
reguired and most did so at the time of delivery of the car to the
customer. The questionnaire of the Bureau asked consumers if the
terms of the warranty had been explained to them by the selling
dealer. There was a wide variance of answers, but an average of
34 per cent sald the dealer did not explain the warranty. The high
rate of consumers answering that they did not have the terms of the
warranty explained to them may be due to the fact that, since the
terms are exXplained upon delivery of the car, the consumer is more
interested in the car than the explanation of the terms of the
warranty.

Whatever the reason for the poor consumer understanding of the
warranty, such feeling will, to a certain degree, be reflected in
consumer dissatisfaction with dealer servicing under the warranty.

In summary, the Bureau's survey of consumers, 1n addition to
revealing a poor consumer understanding of the warranty, found that
the consumer experience in Hawaii is similar to that found nationally.
About one~third of the purchasers of domestic cars are dissatisfied
with their cars upon delivery and approximately one-fourth of such
purchasers are dissatisfied with the warranty work performed on
their cars. 2 smaller percentage of foreign car buyers are
dissatisfied with their cars on a national and local basis. About
one~fourth of the foreign car purchasers are dissatisfied with
their cars upon delivery and about one~fifth are dissatisfied with
warranty work completed on their cars.

Part I1. Dealer Experience

There are fifty-six new car dealers registered with the Motor
Vehicle Industry Licensing Board and of these, twenty-twe do not
handle American Motors, Chrysler, Ford, General Motors, Datsun,
Toyota, or Volkswagen cars, the subjects of this study. Thirty-four
interviews with new car dealers were conducted throughout the
State - twelve with foreign car dealers and twenty—two with
domestic car dealers. Seven of the dealers interviewed handled
both foreign and domestic cars and will be treated as separate
dealers in this report. Many of the dealers who were not interviewed

27



NEW CAR WARRANTIES

are part of the same corporation as those interviewed, such as
Datsun dealerships which are part of the Hawaii Corporation and
Toyota dealerships which are part of Servco.

Predelivery Servicing

Reimbursement for predelivery servicing in Haewaii is the same
ags on the mainland, being part of the list price of the car
established by the manufacturer and paid for by the consumer. The
newly adopted Ceneral Motors' policy of manufacturer reimbursement
for predelivery servicing discussed in Chapter II, has not been
initiated for all General Motors dealers in the state; only two
of the six interviewed stated that they were being reimbursed undex
this policy.

One of the reasons for poor predelivery servicing reimbursement
is poor factory guality control., When predelivery service is
extensive and more time and work would be reguired to properly
service the vehicle, the dealer will he inadequately reimbursed for
his efforts because reimbursement by the manufacturer i1s based on
a formula of normal servicing. When asked about the guality of
cars being received, eight of the foreign car dealers gstated that
the cars received were in excellent condition and four felt that
the cars were in good or very good conditicn. On the other hand,
only one of the domestic car dealers felt that the cars received
were in excellent condition while nine rated the cars from fair
to bad.

The dealers were primarily concerned with poorly fitted trim
and other fittings, wheel balancing and alignment, paint chips,
rust, and dents. Some dealers mentioned that the paint chips and
dents were due to shipping damage, which is particularily a problem
for Hawalii because of the distance and number of changes in modes
of transportation involved. Transportation damage is covered by
the insurance of +the shipper. Some dealers expressed dissatisfaction
with this type of remedy because of the time involved in obtaining
racovery. Additionally, the amount of the claim is generally
small thus making the cost for filing a claim more expensive
than the amount of the claim itself. Many of the local dealers
are making a practice of abscrbing this cost, and further lowering
predelivery reimbursement.

It would appear, then, that Hawali's new car dealers suffer

the same problem of poor reimbursement as their mainland counterparts
with the addition of a possible higher cost for shipping damages.
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Warranty Reimbursement, Policies, and Procedures

Q.

Labor

The formula for warranty labor reimbursement is different
for all manufacturers.l The labor reimbursement rates for
foreign dealers varied from a low of $7.00 to a high of $10.00,
while the domestic dealers' rates varied from a low of $7.50
toc a high of $11.25. The variance is apparently due in part
to labor contracts with different labor rates and fringe benefits.
On the other hand, the retail labor rate, i.e., the rate charged
customers who are not eligible for free warranty work, averaged
$11.82 an hour throughout the state and varied between $9.50
and $12.00 for foreign dealers and between $11.00 and 3$14.00
for domestic dealers.

The warranty labor rate 1s lower for all dealers on the
cuter islands. However, the retail labor rate for the outer
island dealers is approximately the same as that for Oahu
dealers. Dealers were asked whether they were losing money
on their reimbursement rate. Nineteen stated that they were
losing money, while ten said they were breaking even and three
indicated that they were making a profit. The answers were
spread among all types of dealers, with no one manufacturer's
dealers stating that they were all losing money on the
reimbursement rate. The outer island dealers were generally
losing money except for Volkswagen dealers whose reimbursement
rate is the same for all dealers. Like their mainland counter-
parts local dealers complained of the flat rate time,
particularly the allowance for diagnostic time.

Parts

The dealers in the state observe the same manufacturer
parts reimbursement policy as practiced on the mainland. Both
foreign and domestic dealers, except Datsun and Toyota, are
reimbursed for parts used in warranty work at the rate of the
cost of the part plus 25 per cent. Some Datsun and Toyota
dealers received cost plus shipping costs or cost plus 10 per cent,
while others received cost plus 25 per cent.

Dealers were asked about the time it took to receive parts
that were ordered from the mainland. Many of the dealers
received all shipments by air, and parts not mailed by air took
between one and three months to arrive. BAbout one-half of the
dealers stated that parts required in warranty servicing were
automatically shipped by air, although in some instances there
was a shipping charge to the customer. The outer island
dealers generally attempt to obtain parts from Oahu prior to
contacting the mainland.
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Obtaining parts has been a problem con the mainland due to
poor distribution systems and an insufficient quantity of parts.
This problem has been remedied somewhat by the manufacturers
through the establishment of parts depots in various areas of
the country and manufacturers now feel that the parts supply
system will be more responsive to consumer demands.Z? Foreign
dealers indicated that parts are stockpiled in various areas
on the mainiand and they seldom have to go to the country of
origin for parts.

Reimbursement Process Time

Although there have been scattered instances of reimbursement
by the manufacturer to its dealer within 30 days, generally,
the procesg time required between 45 and 120 days, or an average
of 72 days, after the claim was presented. The one exception
was Pord which allows a credit advance to the dealer based on
the dealer's past warranty cost experience. The credit advance
was also used by Chrysler and General Motors for one dealer each.
The slowness of manufacturers to process reimbursement claims
has been a source of irritation to the dealers since such
tardiness deprives the dealers of essential working capital
which could be used to provide better warranty repair efforts.

Replacement of Car

Dealers were guaered on the policy they had for replacing
a customer’s car that was in the shopr for warranty work. Both
foreign and domestic dealers were split in their practices,
sixteen dealers provided free loaner cars and fifteen dealers
provided a rental car. Only three dealers had no type of
replacement car available. Generally, the loaners and rentals
were given out on a first-come, first-served basis, although
arrangements could be made in advance. The customer whose
car would be inoperable for more than one day was usually
given preference in obtaining a car. The rental charged for
cars ranged from a low of $2.00 a day to $8.00 a day plus
10 cents a mile.

Warranty as a Sales Item

Dealers were alsc asked 1f they used the warranty as a
sales item. Dealers indicated that in 1969 the practice was
to use the warranty as & sales item since, at that time, the
5 years or 50,000 miles extended warranty was still being
offered. In 1971, however, none of the domestic dealers were
using the warranty as a selling point, while the foreign
dealers were split in theiy practices. Both Datsun of Hawaii
and Volkswagen are emphasizing their warranties since they
are offering a 2 vears or 24,000 miles warranty as compared to
the 1 vear or 12,000 miles warranty being given by domestic
dealers and Toyota dealers.
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CHAPTER V

LEGISLATIVE ATTEMPTS TO SOLVE WARRANTY PROBLEMS

Part I. State Attemnpts

Since 1967 numerous states have tried to deal with the
warranty problem in order to protect both the dealers and the
consumers. The subject matter of the bills and statutes examined,
for the purposes of this report, will be broken down into three
basic categories =~ predelivery servicing, warranty reimbursement,
and warranty reguirements, 24 fourth category, labeled miscella-
neous, is composed of attempts which appear to deal with the results
of the warranty problem rather than the problem itself.

Predelivery Servicing

Massachusetts, Mississippi, Tennessee, and Wisconsin have
passed statutes reguiring manufacturers to specify the dealer's
predelivery and preparation obligations. Such specifications,
together with a schedule of compensation for performance of the
obligations, must be filed with the attorney general of the
state or the equivalent of the Hawaii Motor Vehicle Industry
Licensing Board. The compensation in the schedules must be
reasonable,l and Mississippl reguires the reasonableness of
the compensation to be approved by its motor vehicle commission.?

All state attempts to control predelivery service provide
that filed statement of predelivery duties shall constitute the dealer's
only responsibility for product liability between the dealer and
his manufacturer. This proviso is made so that the dealer will
not be responsible for performing any predelivery and preparation
work not stated in the schedule, and presumably the dealer could
refuse to accept a vehicle needing such work.3 This would tend
to alleviate the dealer's problems in the case of poorly pro-
duced vehicles as discussed in Chapters III and IV.

The experiences of the four states with this type of
legislation have been very poor until recently. Manufacturers
would estimate the cost of the predelivery servicing per vehicle
and that amount would be added to the dealer's invoice with an
additional charge of 7 per cent of the increase to cover the
federal excise tax. To illustrate, if the normal c¢ar invoice was
$4,000 and the predelivery costs were $50, the new inveice paid
by the dealer bears the increase of $50 plus $3.50 tax. The dealers
in neighboring states with an invoice of $4,000 thus gained a
competitive advantage over the dealers with the higher inveice price.
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When faced with this type of manufacturer's practice, the
dealers in Massachusetts vigorously protested against the practice
as being in violation of the policy and very terms of the adopted
statute. Apparently, the pressure of the dealers forced General
Motors to announce a new practice which provided that new car
invoice charges would be increased evenly on a national basis,
and dealers would be reimbursed for the cost of the warranty work
on each car, payable as the work is performed.4

If the General Motors® policy is followed by all manufacturers,
then this type of statute would appear to solve at least two of
the problems caused by the dealer's predelivery obligations -
that of poor factory quality control causing extra work and that
of unfair reimbursement to the dealer. A third problem - the
number of cars a dealer sells each vear per available manpower for
preservicing could perhaps be solved by reguiring the dealers to
have a certain ratio of mechaniceg per number of new cars sold,
based on the previous year's experience or projected sales or a
combination thereof.

Warranty Reimbursement

Florida, Mississippi, Massachusetts, Tennesses, and Wisconsin
have adopted statutes requiring that manufacturers reasonably
compensate dealers for warranty work.S Both Massachusetts
and Missisgsippi also reguire dealer's claims to be approved or
disapproved within 30 days following receipt and to be paid
within 30 days following approval.® Tennessee and Mississippi
require the warranty reimbursement rate to be not less than the
retail labor rate the dealer charges customers who are not entitled
to free warranty work.’ The Arizona and California legislatures
have considered similar legislation but failed to pass such legislation.®

The Tennessee statute 1s now in litigation in the federxal court
as a result of suits brought immediately after its passage by Ford,
General Motors, Chryslier, and International Harvester.? Since
the Tennessee statute enacted in 19%68 was the first of its kind,
other states with similary statutes are holding the enforcement of the
statutes in abeyvance until a decision is reached.

The manufacturers wish to have the Tennessee statute declared
unconstitutional as an unreasconable interference with interstate
commerce and a violation of the fourteenth amendment's dus process
clause. The latter argument is based, in part, on the ground that
the Tennessee Motor Vehicle Commission, which is charged with enforce-
ment of the new law, is composed almost entirely of automobile
dealers.l0 The due process argument as used in the Tennessee case
would not appear to be applicable in Hawali, since the Hawail Motor
Vehicle Industry Licensing Board has more public members than
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dealer members. Concerning the issue of interference with inter-
state commerce, the trend of legal authority is to declare state laws
regulating manufacturer-dealer relationships to be constitutional

on the basis that they do not impose an undue burden on interstate
commerce.ll One commentator believes that the statute is consti-
tuticonal:

In view of such federal precedents as the Davig-
Bacon Act, 40 U.S5.C. Sec. 276a{a) (1964) (prescribing
"prevailing wages" for labor on government construction
contracts), the Walsh-Healey Act, 41 U.S5.C. Sec. 35(b)
{1964) (requiring that specified local labor rates be
incorporated into government procurement contracts),
and the TFair Labor Standards Act, 29 U.S.C. Sec. 206
(1964) (prescribing minimum labor rates), it is difficult
to comprehend the basis for a constitutional attack on
state legislation prescribing "retail" labor rates
for warranty work, particularly since states are not con-
fronted with the jurisgictional problems inherent in
the federal statutes.d

If constitutional, this type of statute would solve the
dealer's problem of inadeguate reimbursement.

Warranty Requirements

California appears to be the only state which has passed
a statute establishing warranty requirem@nts.z This statute,
passed in late 1970, applies to all consumer goods bought pri-
marily for personal, family, or household purposes.

The statute requires express warranties to be set forth
in readily understood language and to clearly identify the parties
making the warranty. If a manufacturer makes an express warranty
on consumer goods sold within the State of California, he is
reguired to maintain sufficient service and repair facilities to
carry out the terms of the warranty or be liable to Eﬁe retall seller
for the obligations imposed by the express warranty. The statute
alsc imposes regquirements on those manufacturers who do not main-
tain service facilities within the state, but who sell in the state.l®
The main interests in the California statute are the reguirements
setting forth the warranty in readily understood language and main-
taining service facilities within the state. While the requirement
to maintain service facilities may indirectly help the plight of
the new car dealer, it is not a direct solution to the problem as
are the statutes concerning predelivery servicing and warranty
reimbursement.
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Miscellanous

Illinois has & statute which spplieg to any motor vehicle sold
after January 1, 1968, making the dealer liable to the purchaser
for a listed percentage of the cost of repalr of the power train as
defined, similar to the manufacturer’s definition in a power train
warrantv. The statute further provides that the dealer and the
cugtomer may negoiiate 2 sale not subject to the statute zo long
as there is a disclaimer printed above the signature of the cus-
tomer.+6 There is no information on how effective +this statute is,
nor are there anyv court casesg interpreting the provisions of the
statute.

Two other states have introduced bills in the warranty
area, although they do not appear to go to the heart of the problem.
Filorida introduced a bill to reguire the manufacturer to reimburse
a car owner for any time lost from his occupation due to a defect
discovered within six months after delivery of the car.l7?7 A similar
bill was submitted in Minnesota reguiring reimbursement for any
loss of use of the car in excess of a reasonable time which must
not exceed seven calendar days. The manufacturer's warranty period is
extended for the periocd in excess of a reasonable periocd but the
dealery iz allowsd to furnish a replacement vehicle which would suspend
the operation of the proposed bill.18 Both bills are aimed at consumer
protection but neither of these bills would help the predicament of
the dealer.

Part I1. Federal Attempts

On the federal level Congress has introduced bhills on warranties
but, to date, nothing hag passed. The first bills were introduced
in 1967, in the 90th Congress, with two different approaches
being used. The first approach was to protect the consumer by
reguiring full disclosure of the terms and conditions of the warranties
and by creating an Advisory Council on Guarantees, Warranties, and
Servicing to conduct a study of the problems arising in securing
adequate performance under warranties.l® This bill would have applied
to moteoy vehicles as well as other meyrchandise. The mein concern
of the bill was to veguire a complete disclosure of the terms of the
warranty and the obligations of all parties to the warranty.

The second approach was to provide higher standards of guality
contrel in the manufacture of motor vehicles and to provide for
the establishment of standards for new nmotor vehicle warranties
and for motor vehicle dealer franchise agreements.Z2¢ This bill
would have provided for at least once a year factory inspection of
manufacturers producing new motor vehicles for sale in interstate
commerce.
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In the 91lst Congress, 1969 to 1970, there was more activity
in warranty legislation with seven house bills and one senate
bill being introduced. All bills failed tc pass both houses of
Congress. These bills, generally, fell in two categories: (1) the
setting of minimum standards by a federal agency_to guarantee
comprehensive warranty protection to puzchasers,zl and {(2) requiring
disclosure standards for warranties and guarantees of consumer

products.

Since the start of the 92nd Congress in 1971, eight house
bills and three senate bills on warranties have been introduced.
Some of these bills are, in substance, similar to those bills that
were considered in the 91st Congress.23

Two bills provide increased warranty protection for consumers.Z24
These bills apply to all consumer products over $10 and allow the
Federal Trade Commission to pass rules and regulations reqguiring
full and conspicuous disclosure of the terms of the warranty. The
commission is not allowed to prescribe the duration of the warranty
nor to require that warranties be given. If a warranty is given,
then the provision of the bills would apply and the warranty would have
to meet the specifications in the bills. House bill H. R. 6314 has had
a hearing before the House Interstate and Foreign Commerce Committee,
but the results of the hearing are as yet unknown.

One bill provides for the establishment of national standards
for warranties made with respect to consumer goods distributed in
or affecting interstate commerce.25 The bill provides that warranties
being offered must be found by the Federal Trade Commission to
conform to standards established for warranties under the biil.
Further, such warranty must be registered with the Commission after
determination of conformity. The Federal Trade Commission is given
extensive rule and regulation-making power concerning warranties
under the bill.

The major concern of these congressional bills is to insure
that if an express warranty ig being offered, certain minimum
terms must be disclosed and conditions in the warranty met. For
example, senate bill §. 986 (1971) which has passed the senate
and is now in the House Interstate and Foreign Commerce Committee
would reguire the disclosure of the provisions of the warranty
in simple and readily understood language. The Federal Trade
Commission is not allowed to prescribe the duration of the warranty,
nor reguire that a warranty be given. If a2 warranty is given,
its provisions must be disclosed pursuant to regulations of the
Federal Trade Commission which regulations may reguire inclusion
of any of the following provisions in the warranty:

{1} The clear identification of the name and address of
the warrantor.
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(2} Identity cf the class or classes of persons to
whom the warranty i1s extended.

{3} The products or parts covered.

{4y 1 statement of what the warrantor will do in the
event of a defect or malfunction ~ at whose eXpense -
and for what period of time.

{5} A statement of what the purchaser must do and expenses
he must bear.

{6} Exceptions and exclusions from the terms of the warranty.

{7} The step-by-step procedure which the purchaser should
take in order to obtain performance of any obligation
under the warranty, including the identification of any
class of persons authorized to perform the oblications
get forth in the warranty.

{8} On what days and during what hours the warrantor will
perform his obligations.

(8} The period of time within which, after notice of mal-
function or defect, the warrantor will under normal
circumstances repair, replace, or otherwise perform
any obligations under the warrantv.

(10} The availability of any informal dispute settlement
procedure offered by the warrantor and a recital that the
purchaser must resort to such procedure before pur-—
suing any legal remedies in the courts.

{11} A recital that any purchaser who successfully pursues
his legal remedies in court may recover the reasonable
costs incurred, including reasonable attorneys' fees.26

Under 5. 986, the manufacturer may offer either a limited or
full warranty but it must be conspicuocusly stated whether a limited or
full warranty is being offered. If a full warranty ig offered it must
incorporate federal standards which reguire the manufacturer to:
{1} repair or replace any malfuncitioning or defective warranted
consumer product; (2Z) within a reasconable time; and (3} withcut charge.
A limited warranty is a warranty which does not incorporate any of
the three federal standards.Z7

Senate bill 8. 986 further provides that suppliers engaged in
the business of making a consumer wroduct or offering service con-
tracts to consumers either dirvectly or indirectly are encouraged to
establish informal dispute settlement procedures for settling consumer
complaints. The informal settlement procedures are to be created by
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the suppliers in cooperation with independent and governmental entities
pursuant to guidelines established by the Federal Trade Commission.

If the informal settlement procedures are incorporated in a written
warranty, then the informal procedures must be used by the consumer
prior to bringing a court suit. After pursuing the informal proce-
dures and providing & supplier with reasonable time to meet the
consumer 's demands, the consumer may go to court. If the consumer
wins in court, then the consumer may recover a sum egual to

the aggregate amount of costs and expenses, including attorney fees.28

The bills in the 92nd Congress would help the consumer by: clari-
fying what the consumer is receiving from a warranty; insuring
that the consumer will receive certain minimum protections; and by
establishing informal complaint procedures that the consumer may
uge.?? viclations of these bills, generally, are made violations
of the Federal Trade Commission Act and court actions by the Commission
or by the United States Attorney General may be used to enforce the

provisions of the bills.30

The bills presently being considered by Congress are primarily
consumer oriented. None of the bills address themselves to the
major problems of dealers considered by this report. Any attempt
to fully solve the problems created by automobile warranties must
also consider the plight of the new car dealers.
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CHAPTER VI
CONCLUSIONS AND RECOMMENDATIONS

Part I, Conclusions

The foregoing chapters have pointed out that when carg leave
the factory, the guality of such cars is not as good as it should
be. This in turn places a burden on the dealers which 1s reflected
in inadeguate predelivery and warranty service, and in consumner
digsgatisfaction with such services.

On the average throughout the nation, over a seven year
period, 34.4 per cent of domestic car buyers were dissatisfied
with their cars upon deliveryv. For 1969 cars in Hawaill, that
figure wag higher at 45.5 per cent. A smaller percentage of foreign
car buvers are dissatisfied with their cars with the national
figure for 1970 being 20 vper cent (no comparable figures are
available for 196%). The Hawaii rvate for 1969 cars is 23.3 per cent.
Although there are no national figures for dissatisfaction with the
car as finally received after the correction of predelivery defects,
in Hawail such dissatisfaction averaged 24.% per cant for the domes-—
tic car buyers and 10 per cent for the foreign car buyers.

In the area of warranty service, throughout the naticn during
the period 1963 to 1970, 25 per cent of those persons asking for
warranty repairs were dissatisfied with such repairs. Nationally,
there are no separate figures for domestic and foreign cars. In
Hawaii, 23.8 per cent of domestic car owners and 17.5 per cent of
foreiun car owners, or an average of 20.7 per cent, were dissatis-
fied with the warranty repairs made on their 1%6% cars.

Further, in Hawaili, the Bureau’s survey indicated that there
is a poor unaexsﬁmné ng of the warranty document by the consumer.
The warranty given the consumer is usually a one page document. The
dealer, however, in servicing a warranty claim is guided by the
policies and vrocedures esteblished by the manufacturer, which pro-
cedures and policies the consumer ig unaware of. This Someiim%g
leads to a misunderstanding, resulting in consumer dissatisfaction.

Dealers themselves have problems in thelir dealings with the
manufacturers, which in fturn may affect the relationship betwesen
the dealer and the consumer. Dealers throughout the nation and in
Hawall are not reimbursed for their full cost of predelivery servicin
and, in some cases, must absorb costs due to poor factory guality

ontrol. Also, dealers are underpald for their labor costs because

of the inadeguate "flat rate time” and low hourly reimbursement rate
set by the manufacturer. These underpayments may cause some dealers
to periorm below par in predelivery and warranty servicing.

38

LCl



CONCLUSIONS AND RECOMMENDATIONS

To alleviate some of the warranty problems pointed out in this
report, several alternative recommendations are discussed in the

following section.

Part 1. Recommendations

Consumer dissatisfaction with the dealer, and dealer dissatisfaction
with the manufacturer's reimbursement policies represent two areas
in which preoblems may be corrected through legislation.

Dealer Dissatisfaction

Those states which have adopted statutes requiring manufaéturers
to specify the dealer's predelivery and preparation obligations and
to establish a schedule of compensation for the performance of
obligations appear to have had good results. In Hawail only General
Motors has adopted a methced of payment acceptable under this type
of statute. This form of reimbursement reguires direct reimbursement
to the dealer from the manufacturer for predelivery servicing
instead of reimbursement from the consumer to the dealer based on
the list price. For example, the Mississippl statute provides:

The [Mississippi motor vehicle] commission may deny
an application for a license, or revoke or suspend a
license after it has been granted, for any of the follow-
ing reasons:

(8) Being a manufacturer who for the protection
of the buying public fails to specify the delivery
and preparation cbhligations of its motor vehicle
dealers prior to delivery of new motor vehicles to
retail buyers. A copy of the delivery and prepara-
tion obligations of its motor vehicle dealers and a
schedule of the compensation to be paid to its motor
vehicle dealers for the work and services they shall
be reguired to perform in connection with such delivery
and preparation obligations shall be filed with the
commission by every licensed motor vehicle manufacturer
and shall constitute any such dealer's only responsi-
bility for product liability as between such dealer
and such manufacturer. The compensation as set forth
on said schedule shall be reasonable and the reasonable-
ness thereof shall be subject to the approval of the
commission. Any mechanical, body or parts defects
arising from any express or implied warranties cof any
such manufacturer shall constitute such manufacturers'

product or warranty liability.l
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Hawaii may alsoc want to consider a statute similar to that
of Massachusetts which requires adeguate and fair compensation
for labor and parts but sets noc level of compensation.

Bvery manufacturer, distributor, wholesaler,
distributor branch or division, factory branch or
division, or wholesale branch or division shall properly
fulfill any warranty agreement and adeguately and falrly
compensate sach of its motor vehicle dealerxs for labor
and parts. All claims made by motor vehicle dealers here-
under and under section 5 for such labor and parts shall
be paid within 30 days following their approval. All such
claims shall be either approved or disapproved within
30 days after their receipt, and when any such claim
is disapproved the motor vehicle dealer who submits it
shall be notified in writing of its disapproval within
said pericd, and each such notice shall state the specific
grounds upon which the disapproval i1s based.Z

There is no information concerning the experience of dealers
in Massachusetts with this statute. The apparent drawback of such
a statute seems to be that there is no definition of what adequate
and fair compensation means or who is to determine when the compen-
sation is fair and adequate. The Massachusetts statute does provide
that the attorney general is to enforce the statute, but such enforce-
ment would appear to be after the dealer has complained of inadequate
compensation. A possible alternative to this method of enforcement
is to allow the Hawaii Motor Vehicle Industry Licensing Board to make
a determination as to the adeguacy of the compensation when reguested
by the dealer and then require enforcement by the attorney general
if the manufacturers fail to comply with the board’s decision.

The Massachusetts statute further requires approval of clains
for reimbursement within 30 days after receipt by the manufacturer
and payment within 30 davs after approval. This reguirement does
not seem to speed payment since 60 days could elapse between receipt
and payment. The dealers in Hawail receive reimbursement as early
as 45 days, with the average being 72 davs. A better alternative
may be to require advance payment or credit allowances, such as
that used by Ford which is based on a monthly average of the dealer's
warranty costs computed by dividing the previous year's warranty
costs by twelve. This type of reimbursement would not add a great
burden on the manufacturers and is apparently successful in Ford's
operation.

Consumer Dissatisfaction

Once the dealer is adequately reimbursed for his work, he will
more likely improve his warranty work., Since businesses are profit
motivated however, it would still be to a dealer’s advantage in
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some instances to claim that the warranty did not allow such work
or to charge for warranty work when the work should be done for
free. Additionally, pressure is occasionally exerted by the manu~
facturers upon the dealers not to be too lenient with warranty
complaints.4 Thus, the consumer should also be considered in
enacting warranty legislation.

A statute similar to the California statute or the Congressional
bills establishing certain minimum requirements that a warranty
must contain may be considered to protect the interests of the
consumer. The legislation should require the manufacturer to pay
for the repair or replacement of any part it supplies that is defective
in material or workmanship within the warranty period, with no excep-
tions permitted for such items as brakes or wheel alignment if
the vehicle is used for other than business purposes. This would
allow the manufacturer to determine whether or not to offer a
warranty and the length of the warranty, while the state would
determine the minimum coverage.

Enforcement of warranty requirements should be solely the respon-
sibility of the Consumer Protector. Placement of the burden of
enforcement on the Consumer Protector instead of the Motor Vehicle
Industry Licensing Board will prevent a conflict of interest for
the board, since the board would be charged with protecting the dealers,
in their warranty relations with the manufacturer.
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“Warranty for New Volkewagen Vehicles'.
Volikswagenwerk Aktiengesellschafr, "Warranty
for Few Volkswagen Vehicles - 19649Y,

FEC Report, 1968, pp. 3033,

3ee advertisement in Fortune, January, 1563,
pp. 10Z=-153.

FIC Repeort, 1988, pp. 30-33.

T 1

thid., p. 33,

Sfee advertiisement, HIC Guide, April-dMay
187k, oo 20



i8.

29.

L.

Business Week, September 25, 1971, p. 4% 1.

FTC Report, 1970, pp. 23-25.

Chapter 11

The UCC Warranties disclaimed are found in
Hawaii Revised Statutes, sec¢s. 490: 2-313
to 490; 2-315.

Ford Motor Company, "1971 Mode! Passenger Car
{Except Capri, Comet, Maverick and Pinto) and
Light Truck-Warrvanty and Limitation of
Liabiiity".

General Motors Overseas Distributors
Corporation, GMODC Service Policies and
Procedures Manual #1170H (New York: 1970),
part 2, section 2, part &4, pp. 7-8.

Ibid.
Ibid., part 2a, section 2, part 5, p. &,
Ibid., part Z, section 2, part 4, p. 8.

See for example, American Motors Corporation,
Warranty Adaministration; Warrantv and Policy
Procedures {(Detroit: 1970); Chrysler Corpera-
tion, Warranty Policy and Procedure Magual
Passenger Cars and Trucks (Detreif: 19784);

Ford Motor Company, Warranty and Policy Manual
{Dearborn: 1970); General Motors Overseas
Pistributors Corporation, GMODC Service

Policies and Procedures Msnual #i170H (New York:

19703,

These manuals contain information and
instructions with regard to such matters as:
(1) the terms of warranties for the current as
well as previous model years, (2} a list of
items or repairs not covered by warranties,
(3) procedures relating to receipt, inspection,
and delivery of new cars to buyers, {(4) dis-
cussion of rates at which the dealer will be
reimbursed for woerk perfoymed and how he will
be credited or paid, (5) discussion and
explanation of the forms to be used by dealers
in claiming reimbursement, (6) instructions
concerning disposition, storsge, or return
of parts replaced by dealers in performing

work, and {7; maintenance of records of warranty L2,

work the dealer has performed and a refsrence

to periodic examination of the records by the i3,

manufacturer’s representative.

U, §. Federal Trade Commission, JStaff Report
on Automobile Warranties {Washingtom: . §.
Goverament Printing CQffice, 1968}, p. 91.
(Hereinafter cited as FTC Report, 1968,
also chapter IV, part 11,

See
Interview with General Motors Dealer,
August, 1970,

FTC Report, 1968, p. 94,
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Chrysler further states the dealer's cost of
fringe benefits other than those listed
(including rhose required by law such as
social security and workmen's compensation)
are not included in the warranty labor race
unless such costs are part of a union nego-
tiated contract. Y. 3., Federal Trade
Commission, Report on Automobile Warranties
(Washington: 197G}, p. 109. (Hereinafter
cited as FTC Report, 1%70.}; Chrysler
Corporation, Maryanty Pelicy apd Procedure
Manual Passenger Lars and Trucks {Detroit:
1970), section 1I, subject II-5, p. 1.

General Motors has a similar formula
to Chrysler, General Motors Overseas
Distributors Corporation, GMODC Service
Policies and Procedures Manual #1170H (New
York: 1%70), part 2, section 2, part 3,

n. 1.

American Motors does not adopt a
formula approach, but instead studies the
wage rate in the dealer’s market arsa and
then sets his warranty reimbursement rate
at a level that will allow him to compete.
FIC Report, 1970, p. 109,

Ford Motor Company computes its warranty
labor rate at the average wage rate for
similar mechanics skills as computed by the
Department of Labor's Bureau of labor Stan-
dards for each labor area. Ford then multi-
plies that wage by 200 to 215 per cent
depending on the particular dealer's
performance in certain prescribed areas.

FTC Repory, 197¢, pp. 108-109.

Nissan Motor Company (Datsun) bases its
ilabor rate on net labor cost which includes
base pay and fringe benefits. This is
compared with an 80 per cent valuation
of retail labor rate and a comparison with
other manuiacturer reimbursement rates in
the area. Interview with Datsun Dealer,
November, 1%70.

Toyota Motor Company uses the General
Motors formuls which the dealers compute
and then send to Japan for approval. Inter-
view with Toyota Dealer, October, 1970.

Volkswagen of America takes an average
of the retail labor rate in all fifty states
and pays all Volkswagen dealers that average.
Interview with Volkswagen Dealer,

Gotober, 1970,

FTC Report, 1568, p. 58.

Chrysier’'s standards also include the value
¢f parts inventory and number of personnel
to be provided by the dealer. Chrysier
requires its dealers selling 1,000 cars a
vagr to have 18,050 sqguare feet devoted to
servicing. Amerjcan Motors dealers whe sell
fifty cars or less per year must have 3,800
sguare feet of building space of which

#& per cent is devoted to service, while a
dealer selling 1,000 cars annually is urged
te provide 28,600 square feet of spate with
the service department occupying 70

per cent of the area. Ibid., pp. L13-11%,



14.

i6.

17.

Ibid., pp. L17-119.
Ibid., p. 125; Interviews with new car

dealers, July to September 1971.

FTC Report, 1968, pp. 127-125.

Chapter I

These surveys are used primarily to indicate
an existing problem and therefore, do not
represent the experience of the entire
buying public.

See Appendix B, Table 1.
Automobile Manufacturers Association, 1970

sutomobile Facts and Figures (Detroit: 19707,
p. 9.

"Warranties,..and what should be done about
them,"” Consumer Reports, April, 1969, pp. L77-
181,

"Some variable costs of ownership; repairs,
insurance, warranties," Consumer Reports,
April, 1970, op., 201-204.

See Appendix B, Table 2.
See Appendix B, Table 3.

U, §. Federal Trade Commission, Staff Report
on Automobile Warranties (Washington: U. §.
Government Printing Office, 1968}, pp. 63-66.
{Hereinafter cited as FTC Report, 1968.}

B. H. Lovejoy and others, A Study of Garage
Repair and Dealer Warranty Practices (Spring-

field: Clearinghouse for Federal Scientific
and Technical Information, 1969, p. 88. Of
interast in this study is that the quality

of repair was found inadecuata. In all of

the jobs which involved a safety-critical
subsystem of the vehicle, more than 11 per
cent of all non-warranty and more than 22

per cent of all warranty jobs were returned
becauvse of inadequate repair. Moreover,

more than & per cent of the customers invelved
cited a safety hagard present in non-warranty
repair jobs, and more fhan 1L per cent
reported zuch hazard in repairs under warranty
{p. 88).

FIC Report, 1968, pp. B6-67. During the
fourtesen~wmonth period between January 1, 1967
and February 2%, 1968 the Commission received
380 letters of complaint concerning warvanty
probiems or 153 per cent of the total complsint

file. Ipid.
15U, 8. €. 4. sec. 1331 et. seg. (1863},

The New York Times Encvcleopedic Alamansac
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T,

15,

16,

18.

i9.

20.

21,

22,

24,

25.

26.

1971 {New York: The New York Times Book and
Educational Division, 19707, p. 660.

¥. 5. Pederal Trade Commission, Report on
sutomobile Warranties (Wasihington: 19703,
p. &7. (Hereinafter cited as FIC Report,
1970.)

Ibid., p. 45,

Ibid., p. 45, footnote 1.
FIC Report, 1988, p. 90; Interviews with new

car dealers, July to September, 1971.

In determining how many cars an average desler
sells, & few of the larger dealers have not
been included within the average as they sell
between 1,000 and 3,000 cars a year.

-
3

'C Report, 1970, pp. 73-75,

Ibid

Ibid., pp. 102-103.
Ibid., pp. 103-104.
Ibid., p. 105.
ibid., p. 119-120,

Interviews with new car dealers, July to
September, 1971,

FYC Report, 1968, pp. $3-%6, 102Z.
Ibid., p. 96.

FIC Report, 197G, p. 110-111.
ibid., pp. 1i0-114.

however, give different results,
op. L12-113.

Manufacturer's studies,
Ibid,,

FTC Report, 1968, p. 101. Interviews with
new car dealers, July to September 1971.

Chapter 1V

See chapter 11.

g. s,
Automoblle
p. 93.

Federal Trade Commission, Report cn
Warranties (Washington: [97G),

Chapter V

Mass. Gen. Laws Ann., ch. 938, sec., 5; Miszs,
Code Ann., sec., §017.7-05(%); Tenn. Code Amnm.,
sec. 59-1714(hi{7); Stat. Ann., sec.
21B.01(3%(ay (21,

[AEEPN
wWid,
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il.
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13,
14.
15,
16.
17,

18,
14,
20,

21,

2z.

23.

Miss. Code Ann,, sec., B0L7.7-036(9;.
Brown, & Bill of Rights for Auto Dealevs,”
12 B. C. Ind. & Com. L. Rev, 757, 8O7 (l971).

Inid., p. 809,

Fila. Stat. Anon., sec,
Ann., ch, 93B, sec. 6; Miss, Code Amn., sec,
8017.7-06(10); Tenn. Code Ann,, sec. 39-1714
(hY(7), Wis. Stat. Ann., gsec. 218,01{3}{a)
(22},

Mass. Gen. Laws Ann., ch. Y3B, sec.
Code Ann., sec, BOLY,7-04410).

6 Miss,

Miss. Code Ann,, sec, B8017.7-06(10}; Tenn.
Code Ann,, sec, 59-1714(h5¢7:.

S, B. 277, Arizona, 1970 Legislative Session.
Brown, p. 807.

Whitford, "Law and the Consumer Transaction:
4 Case Study of the Automobile Warranty,"
1968 Wis. L. Rev. 1006, 1075, wnote 175
(1968 .

Brows, p. 807, note 256.

7 A. L. R, 3d validicy and Construction of
Statutes Regulating Dealings between Automo-
pile Manufacturers, Pistributors and Dealers,
1173, 1192.

Celif. Civii Code, secs. L790 te 1795.

Calif. Civil Code, sec. 1793.2 (a).

Calif. Civil Code, secs. 1793.3, 1793.5.

I1l. Anp. Stat., ch. 12k, sec. 267L.
H. B. 3458, Florida, 1970 Legislative Session.

H. ¥. 1628, Minnescta, 196% Legislative
Session.

8. 2726, 90th Cong., lst Sess. (1967);

B, R. 18169, 90th Cong., lst Sess. (1967},
8. 2727, 90th Comg., ist Sess. {(1967);
¥, R. l&746, %0th Cong., Ist Sess. (1967).
K. R. 106%C, %91st Cong., lst Sess. (1969},
B, R, 12556, %lst Cong., ist Sess. (1969},
%. R. 18782, 9ist Cong., 2nd Sess. (1970}
H, R. LBOSE, 9ist Cong., Znd Sess. (19707,
H. R. 13390, S$ist Cong., lst Sess, (19683,
§, 3074, 9lst Cong., 2ud Sess. (15703
H, R. L&758, %ist Cong., Ind Sessa, (1970}
u, R. 19293, 91ist Cong., Ind Sess, (1970).
586, 92nd Cong., lst Sess. (1971);
, R. 261, 92nd Cong., lst Sess. (L9711}
, R. 989, 9Ind Cong., lst Sess. (1971},

. B. 4809, 92ad Cong., lst Sess. {1971});
R. 5037, 92nd Cong., Lst Sess. (1971};

DS,

il i gl

320.696; Mass. Gen. Laws
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24,

25,

26,

27.
28,
29,

30,

H. R. 5519, 92nd Cong., lst Sess., {1971);
H., R. 5942, 92nd Cong., lst Sess. (1971);
B, R, 10673, 9Zad Cong., 18z Sess. (1971).

8. 1221, 92nd Cong., lst Sess. {1971):
H. R. 6314, 92nd Cong., lst Sess. (1971},

§. 425, 92nd Cong., lst Sess. (1971).

L. 5., Congress, Senate, Committee on
Commerce, Hearings on §. 986, Consumer
Product Warranties and Federal Trade
Commission Improvement Act of 1571, %Znd
Cong., 1st Sess., 2971, pp. 30-3%.

Ibid., pp. 29-3Z.

Ibid., pp. 33-34.

Ibid.

Ibid., pp. 33-36.

Chapter VI

Miss, Code Ann., sec., BO71.7-06(9).

Mass. Gen. Laws Ann., ch. 938, sec. 7.

Mass, Gen. Laws Anp., ch. 938, sec. 1Z.

U. §. Federal Trade Commission, Staff Report
on Automobile Warranties (Washington: U. §.
Government Printing Office, 1968), p. l45;

Y. 5., Congress, Senate, Consumer Subcommittes
of the Committee on Commerce, Hearings on

S, 3074, Consumer Products Guaranty Act, 9lst
Cong., 2nd Bess,, 1970, pp. 24-33.
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FONTAC MOTOR DIVISION
Generci Motors Corporotion

VEHICLE IDENHFICATION NO.

APPENDIX A

LEUARDIAN
MlainrENANCE

)

STOCK NO....

RO, NO.

KEY NO.

IGNITION

COMPARTMENT

1. B LUNDER CAR INSPECTION AND SERVICES

CHECK FOR PROPER ASSEMBLY.
* Steering gear ond steering linkege

* Tie cod clamp bolt targue and damp position

* Front and rear suspension assembiies

* Check differentic! and manual trensmission fuid Jevels

CHECK FOR {EAKS:

* Engine ond cocling system

Transmission ond cocler

Brake system

.

Steering geay

Fuel system
Differenticd

"

Check whesl nuts lassembly and tightness)

Instalt wheel covers and frim rings

2. ]

Adjust tire inflation pressure to specifications

BODY.CHASSIS INSPECTION AND ADJUSTMENTS 4,

FUNCTIONALLY CHECK AND CORRECT AS NECESSARY:

* Operation and olignment of hood, doors,

windows, deck lid, ard oll Iocks and latches

Windshield washer and wiper

.

Adjust radio antenng trim

Heodlamp aim
Check tee in and adjust # necessary

.

Al accessories

.

and boot fit, when applicoble

Remove cenvertibie top caver — check fop apsration

LUBRICANTS AND FLUIBS, CHECK FOR LEAKS AND PROPER
LEVELS, REPAIR AND REPLEMNISH AS MNECESSARY:

* Power steering pump or steering gear
* Broke master cylinder

+ Engine oil

* Energizer level and stote of charge)

+ Engine coolent fevel and freeze protection

* Windshield washer {level and soivent;

* Check throttle inkege for freeness ot wide open

ard closed throttie

* Properly tension «il fon ond otcessary deive

balts

Etart Engine {Parking Broke Set}
LEGHTS:
* Headhghis
* Instrement pons! ights

¥ Dome and courtesy fights

+ Sids marker fig

1971 PONTIAC
PRE-DELIVERY SERVICE
AND ADJUSTMENT
CHECK SHEET

-

License plore fight
Tait lights
Bock-up lights
Parking lghis
Srep lights

Directiona! signels

Hazard warning lights

Engine warning lights

UNDERHOORD FUNCTIONAL CHECKS
IMPORTANT EMISSION CONTROL CHECKS {DECAL
SPECIFICATIONS)
* Set gwell and ignition fiming
* Adjust carburetor fost and slow idls speed,
mixtore, and check for fuel leoks
* Automotic rronsmission fluid tevel

* Abr conditioning sight glass

ROAD TEST
CHECK AND CORRECT AS MECESSARY:

* Steering column ignition lock

* Moutral switch

* Instruments and gouges

* Brakes (including parking brake and warning light]

Throftle contruls and engine perfarmance

Tromsmission performance (including down shift
switch}

.

Cruise Control, it 3o equipped

Steering, steering whee! center position and
handling

Squecks and rofties

Heater and/ov air conditiorer

Herns

APPEARANCE
INSPECT CONDITION AND CORRECT AS NECESSARY:
* Wash car

* Exterior trim and meldings

Esterior finish-brush touck-up, spot paint
repair, rub ou?, and detail clean-up as required

.

Interior moldings and hard trim

Seot and shoulder belts and wachors

frferior trimedetail cleen interior gnd remove
protective cavering

REMOVE KEY NUMBER SLUGS FROM DOOR AND TRUNK
KEYS AND PLACE SPARE KEYS AND SLUGS IN ENVELOPE

PROVIDED

COWNER - DEALER — VEHICLE DATA

Fitl in owner and vehicle doto on face of “Owner Identification
and New Vehicle Warranty™ folder provided with vehicle.

Explain Warrenty Provisions:
Maintenance requirements,
NOTE: Caution owrier 1o save receipts,
0 Review Qwned's Monual with cwnar,

3 Demonstrate speration of ail accessories,

OremER LOPY

NOTE: Refer te Service Monual for Correct Specifications

Above Services gnd

Adiustments Performed

Date

Deiiverad by

Fachricron or Supervacr

Date

46
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1970 Cars

1969 Cars
% Yes
% No

1968 Cars

1967 Cars

1966 Cars
2 Yes
£ No

1965 Cars
2 Yes
£ No

1964 Cars
2 Yes
£ No

1963 Caxrs

% Yes
% NO

Source:

Warranties {(Washington:
"Warranties:

APPENDIX B

Table 1
Question: "Was the new car in satisfactory
condition when delivered?"”
General
Motors Chrysler Ford American Motors Average

Approximately 36% of the cars were in an unsatisfactory
condition when delivered.

67.0 63.0 66.0 67.0 65.7
33.0 37.0 34.0 33.0 34.3

Approximately 33% of the cars were in an unsatisfactory
condition when delivered.

Approximately 35% of the cars were in an unsatisfactory
condition when delivered.

62.5 62.0 63.4 68.8 64.2
37.5 38.0 36.6 31.2 35.8
56.7 63.6 63.5 62.1 61.5
43.3 36.4 36.5 37.9 38.5
63.3 74.2 8.8 68.5 68.7
36.7 25.8 31.2 31.5 31.3
67.2 76.4 70.0 63.8 69.3
32.8 23.6 30.0 36.2 30.7

U. S. Federal Trade Commission, Staff Report on Automobile

This year's retreat,” Consumer Reports, April, 1968,

pp. 176-179; "Warranties...and what should be done about them,”
Consumer Reports, April, 1969, pp. 177-18l; "Some variable costs of

ownership:

Repairs, insurance, warranties,” Consumer Reports, April,
1970, pp. 201-204; "From showroom to service shop," Consumer Reports,

U. 8. Government Printing Office, 1968), p. 58

April, 1871, pp. 203-206.
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Table 2

Question: "Was warranty work
y El ]
performed satisfactorily?”

General
Motors Chrysler Ford American Motors Total
1970 Cars Approximately 26% stated they were unable to get their
cars satisfactorily repaired under the warranty.
1969 Cars Approximately 25% stated they were unable to get their
cars satisfactorily repaired under the warranty.
1968 Cars Approximately 25% stated they were unable to get their
cars satisfactorily repaired under the warranty.
1967 Cars Approximately 25% stated they were unable to get their
cars satisfactorily repaired under the warranty.
1966 Cars
% Yes 76.9 82.4 81.3 83.8 79.9
% No 23.1 17.6 18.7 le6.2 20.1
Total 3,921 2,653 2,461 315 9,350
1965 Cars
% Yes 70.1 77.6 77.4 78.1 74.2
% No 29.9 22.4 22.6 21.9 25.8
Total 6,452 3,408 3,543 885 14,288
1964 Cars
% Yes 71.5 80.7 76.4 76.0 74.6
% No 28.5 19.3 23.6 24,0 25.4
Total 5,730 2,079 2,161 834 10,804
1963 Cars
% Yes 69.5 77.4 75.2 72.9 72.5
% No 30.5 22,6 24.8 27.1 27.5
Total 3,998 1,443 1,784 893 8,118

Source: U. S§. Federal Trade Commission, Staff Report on Automobile
Warranties (Washington: U. S. Government Printing Office, 1968),
p. 60; "Warranties: This year's retreat," Consumer Reports, April,
1968, pp. 176~179; "Warranties...and what should be done about
them," Consumer Reports, April, 1969, pp. 177-181; "Some variable
costs of ownership: Repairs, insurance, warranties," Consumer
Reports, April, 1970, pp. 201-204; "From showroom to service shop,”
Consumeyr Reports, April, 1971, pp. 203-206.
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Table 3

Question: "If warranty work was not performed satisfactorily,
what was the trouble?”

General

Motors Chrysler Ford American Motors Total

1966 Cars
Dezler did not cooperate 11.1 11.7 12.1 10.0 11.5
Not covered 9.3 5.8 6.7 12.5 7.9
Dealer could not fix 71.6 6$9.2 70.0 70.0 70.6
Other 5.0 13.3 11.1 7.5 10.0
Total 795 377 404 &0 1,616

1965 Cars
Dealer did not cooperate 1£.9 18.0 14.2 10.3 15.2
Not covered 12.6 11.7 8.2 9.1 11.2
Dealer could not fix 66.3 61.2 67.3 69.1 65.6
Other 6.2 9.1 10.3 11.5 8.0
Total 1,597 649 681 165 3,092

1964 Cars
Dealer did not cooperate 15.8 18.1 15.2 15.6 16.0
Not covered 11.4 18.4 11.2 9.0 12.2
bBealer could not fix 64.8 54.8 66.4 67.1 63.8
Other 8.0 8.7 7.2 B.4 8.0
Total 1,293 343 429 167 2,232

1963 Cars
Dealer did not cooperate 19.0 18.6 12.8 13.0 17.1
Not covered 14.7 18.6 1.4 6.2 13.7
Dealer could not fix 59.0 52.5 67.6 75.6 61.5
Qther 7.3 10.3 8.2 5.2 7.7
Total 1,029 280 376 193 1,878

Source: U. 5. Federal Trade Commission, Staff Report on Automobile Warranties
(Washington: U. S. Govermment Printing Office, 1968), p. bL. The responses for
vears following 1966 are unavailable, although repeated inquiries were made to
Consumers Union.
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AFPPENDIX C

Questionnaire

In answevring the following guestions, if the spaces provided are net
sufficient, please use the back of the page. Most of the guestions may be
answered by simply placing an X in the appropriate box; a few questions ask
for written-in answers. You may write additional comments whenever you
wish to do so. Please ignore the numbers besides the guestions and answers;
they are for machine tabulation enly.

The Legislative Reference Bureau would like to thank you in advance for
your cooperation in completing this questionnaire,

L. Do you presently own a 159 automobile?

107 Yes 21 1 Wo

1f your answer is yes, please If your answer is no, disregard
complete the rest of the the rest of the guestions and
questions. return the questionnaire to the

Legi ti .
Tf you own more than one 1969 egislative Reference Bureau

automobile, please answer the
questions for the car you first
bought in 1969.

id you purchase your automobile from:

] A local dealer

1 A dealer on the mainland

] Direct from the manufacturer
] Used car agency

| Original owner

] Other

(s ARV, R W S R v
T e P

3. Did the party from whom you purchased your automobile explain the terms
of the new car warranty or guarantee to you’

11 ] Yes
]

4. Please indicate the manufacturer, model, and the month that vour 1969
automobile was purchased.

Manufacturer: 1 1 ] General Motors 5 1 1 pDatsun
2 [ ] Chrysler 6 [ | Tovota
3 [ ] American Motors 7 1 ] Volkswagen
4 | | Ford

Model

Month sold to you
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wn

Are you the original owrner of the automobile?
1 [ ] Yes
2 [ 1 xo

If your answer 1s no, please indicate the year and month in which you
acquired the automobile.

171 1969 01 { ] Javuary 07 [ 1 July

2 [ 1 1970 02 { ] February 08 [ 1 August

301 1971 03 [ 1 March 09 { 1 September
04 [ 1 April i0 | ] Ocrober
05 [ 1 May 11 [ 1 November
06 { ] June 12 | ] December

How many miles has the aufomobile traveled?

1 [ ] Less than 12,000
2 [ ] 12,000
3 1 18,000
4 [ ) 24,000
5[ 1 30,000
6 [ 1 36,000
7 [ 1 42,000
8 [ ] More than 42,000

When the automobile was delivered to vou, was it in satisfactory condition?

i1 [ ] Yes
2 [ ] No

If your answer is no, please answer the following:

a. Was the unsatisfactory condition of your automobile:

[ ] Mechanical problem
[ ] Body exterior problem
{ ] Body interior problem

(1) If your answer is body exterior or body interior, please explain:

b. Did you have the condition corrected?

1 [ 1 Yes
21 1 No

1f your answer is yes:

{1) Was the condition corrected by:

1 [ } Dealer 31 ] Original owner
2 1 ] Used car agency 4 { ] other
{2) Was the condition corrected to your satisfaction?
1 i ] Yes
21 1 Ho
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f your answer is no, check one or more and please explain:

I
{ ] Dealer did not cooperate

[ ] Not covered by the warranty or predelivery service
i ] Dealer could not fix

{ ] Other

Explanation:

After delivery and use of the automobile by you, did you have any work or
repair done under your new car warranty or guarantee?

1 [ ] Yes
2 [ ] Yo

If your answer is yes, please indicate:

a. The approximate dates on which the work was done

b. The nature of the repair work that was done:

[ ] Mechanical
[ ] Body exterior
[ 1 Body interior

Explanation:

c. Did you have to return the car more than once for the same warranty or
guaranty problem?

1 [ ] Yes
21 1] No
If your answer is yes, how many times? [ 11
[ 12
{13
[ ] 4
I 15 or more
How long did the repair take? L1 ] 1 day
21 1 2 to 3 days
I3[ 1 4 to 5 days
40 11 to 2 weeks
51 1 1 month
5 [ ] More than 1 wmonth

What was the problem?
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d. Was the repair work done in a satisfactory manner?
1 [ ] Yes
2 {1 ¥o
If your amswer is no, check one or more and please explain:

I } Dealer did not cooperate

[ ] Not covered by the warranty
[ ] Dealer could mot fix

[ ] Other

Explanation:

Many people find new automobile warranties confusing. The Legislative Reference
Bureau would like to determine how much confusion exists. The following questions
will be used to determine how well you understand your warranty. You may, if you

wish, look at your warranty to answer these questions,

9. How long is the length of the warranty on your automobile? Check one cr
more.
11 1 12,000 miles/12 wonths
2 [ 1 24,000 miles/24 months
31 1 36,000 miles/36 months
4 [ 1 50,000 miles/5 years
5 [ ] 60,000 miles/6 vears
6] ] Don't know
10. Other tham tires and battery, is the length of the warranty on your auto-
mobile the same for all parts?
1 [ ] Yes
201 Ne
3] 1 bpon't know
11. If the length of the warranty is not the same for all parts of the auto-
mobile, other than tires and battery, what parts are covered by different
warranty periods?
1 [ ] Body
2 [ ] Drive train and related parts
3 [ 1 Paint
4 [ 1 Interior
S 1 1 Don't know
6 { ] None
12. Are you required to follow maintenance services and schedules to keep
the warranty or guarantee?
1{ } Yes
2 {1 Yo
3{ I pDon't know
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3.

14.

15.

Where are these maintenance services to be performed?

1 { ] New car dealer
[ ] Service station
{ ] Other

[ 1 Don't know

RS VAR ]

1f the brake linings of your automobile were worn out at 17,000 miles,
would you be able to have them repaired at no cost to you under the
warranty or guarantee?

1 { 1] Yes
21 1 No
31 ] Don't know

If the paint on your automobile had deteriorated and you had the automobile
for eleven months, could you have the automobile repainted at no cost to
you under the warranty or guarantee?

1 1 ] Yes
2 [ 1 ¥No
31 ] Don't know
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APPENDIX D

The tables in this report were obtained from a compilation
of the answers to a questionnaire sent to registered owners of
1969 cars obtained through a simple random sample. The simple
random sampling technigue is a statistical method insuring each
individual car owner an eqgual chance to be selected in a sample.
The tables in this report represent an expansion of the actual
responses for each question. The expansion of the responses was
made by attaching weights to each manufacturer. A weight is the
multiplication of subgroup data (responses) by a factor or factors
s0 as to bring their values into proper proportions relative to
the population (total manufacturer’'s cars) or to other subgroups
surveyed. The expansion was calculated by dividing the total
number of cars for a particular manufacturer (e.g. General Motors
9,875) by the total number of responses (93) to find the weight
for each response (106). This weight was in turn used to expand
the responses by multiplying the weight assigned to that
manufacturer (e.g. General Motors 106) by the number of regponses
for a particular question (e.g. 46} for an answer (4,876}. This
answer was in turn divided by the total number of cars as weighed
for each manufacturer (e.g. General Motors 9,858) to obtain an
actual percentage of the total number of cars for that manufacturer
(49.4%) . That percentage is used in this report in conjunction
with the actual number of responses found in parenthesis in the
tables.

Table of Population, Responses, Weights,
and Standard Error

Manufacturer Population Respondents  Weights Standard Error
American Motors 1,244 94 13 .0954
Chrysler 8,409 114 74 0924
Ford 5,502 107 51 .0948
General Motors 9,875 g3 106 L1027
Datsun 3,626 95 38 0899
Toyota 4,107 97 42 .0991
Volkswagen 4,508 96 47 .0999

The standard error was determined by using this formula:

- - .25 n
SE = 2 X T X (1 - ﬁ)

Where SE stands for standard error
2 is a correction in the formula for a finite
population
N represents the total population
n represents the number of respondents.
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Although the respondents may appear to be small in number, under
the statistical method used, the probability of error on account of
the lack of a greater number of responses is in the magnitude of
approximately plus or minus 10 per cent.

The tables in this report concerning predelivery servicing and
warranty servicing contain three vertical columns. Column one is
a compilation of all 696 responses to the guestionnaire which was
answered by persons who purchased their cars from any of the
following:

(1) A local dealer (489)
{(2) A dealer on the mainland (70)
(3) Direct from the manufacturer (2)
(4) Used car agency (56)
{5) Original owner (57)
{6) Any other seller (20)
(7) No answer (2)

Column two is composed of responses only from those persons who
are original owners and who purchased their cars from local dealers
(489). In order to ascertain if persons who are original owners but
who buy from a non-local source are treated differently by local
dealers, a third column is established to reflect these responses.
In using the tables it should be kept in mind that some guestions
required more than one answer and in some instances persons did not
answer all the guestions.
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Table 1

Question: “What was the unsatisfactory condition of your automobile?”

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Total Responses Local Dealer Manufacturer

American Motors

Mechnical 22.3% (21) 21.1% (12) 33.3% (4)

Body exterior 24.5% (23) 28.1% (1le) 50.0% (6)

Body interior 21.3% (20) 21.1% (12) 50.0% (6)
Chrysler

Mechnical 21.9% (25) 21.8% (19) 50.0% (3)

Body exterior 14.9% (17) 16.1% (14) 33.3% (2)

Body interior 14.0% (16) 16.1% (14) 16.7% (1)
Ford

Machanical 21.5% (23) 23.5% (16) 7.1% (1)

Body exterior 32.7% (35) 35.7% (27) 7.1% (1)

Body interior 23.4% (25) 26.5% (18) 14.3% (2}
General Motors

Mechanical 23.7% (22} 26.2% (le) 10.0% (1)

Body exterior 19.4% (18) 21.3% (13) 20.0% (2)

Body interior 15.1% (14) 18.0% (11) 10.0% (1)
Datsun

Mechanical 17.9% (17} 15.8%8 (9) 0% (0)

Body exterior 10.5% (10) 8.8% ({5) 0% (0)

Body interior 0% (0) 0% (0) 0% (0)
Toyota

Mechanical 23.7% (23) 20.9% (14) 33.3% (1)

Rody exterior 5.2% {5} 6.0% (4) 0% (0)

Body interior 5.2% (5) 6.0% {4) 0% (0)
Volkswagen

Mechanical 11.5% (11) 13.7% (7} 4.8% (1)

Body exterior 7.3% (7) 7.8% (4) 0% (0)

Body interior 5.2% (5) 5.9% (3) 9.5% (2)
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Table 2
Question on reasons for dissatisfaction with repair.

Responses by Original Ouners
Purchasing Car from:
Dealer on
Mainland or

Total Responses Local Dealer Manufgacturer
American Motors
Dealer did not cooperate 10.6% (10) 12.3% (7 25.0% (3)
Not covered by warranty or
predelivery service 2.1% () 2.5% () 0% (0
Dealer could not fix 7.48% (D) 12.3% (D) 0% (@)
Other 3.5% (8) 10.5%  (8) §.3% (1)
Chrysler
Dealer did not cocperate 3.5%  (4) 3.47%7 (3) 16.7% (1)
Not covered by warranty ovr
predelivery service 0.9% (1) 1.1% (1) 0% ()
Dealer could not fix 4,47 (5) 5.7% (%) 0% (O
Other 3,50 (4) 347 (3) 0% (0)
Ford
Dealer did not cooperate 8.4% (%) 11.8% (&) 0% (0)
Fot covered by warranty or
predelivery service 4.7 (B) 2.9%  (2) 7.1% (1)
Dealer could not fix 7.5% (8) 10.3% (1) 0% (0)
Other 10.3% (1) 16.2% (1) 0% (0)

General Motors
Dealer did not cooperate §.6% (&) 11.5% (7) o% (@)
Not covered by warranty or

predelivery service 6.5% (6 8.2% (5) 10.0% (1)
Dealer could not fix 5.4%  {53) 8.2% (5) 0% (O
Other 3.2% (3) 4.9%  (3) 0% (0)

Datsun
Dealer did not cooperate 3.2%  (3) 5.3%  (3) 07 (0)
Not covered by warranty or

predelivery service 1.1% (D) 0% (0) 0% (0)
Dealer could not fix 0% () 0% () 07 (@
Other 2.1% {2 3.5%2  (2) 0% (0

Toyota
Dealer did not cooperate 2. 1% (2 3,00 (2 0% (G
Not covered by warranty or

predelivery service 0% (0) 7 () o%n {0
Dealer could not fix 5,24 {5) 7.5%  (5) 0% ()
Other L.1% (&) L.5% (3) 0% (0)

Volkswagen
Dealer did not cooperate 2.1%  (2) 2,07 (1) 4 8% (1)
Not covered by warranty or

predelivery service 1.0%2 (1) 0% (0 0% (0}
Dealer could nor fix 4.2%  (4) .04 (L) G.5% (7)Y
Other 3.7 (3% .92 (B oL {0}
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Table 3
Question: "What was the unsatisfactory condition of your automobile?"”

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Total Responses Local Dealer Manufacturer

American Motors

Mechanical 30.9% (29) 36.8% (21) 58.3% (7)

Body exterior 13.8% (13) 17.5% (10) 16.7% (2)

Body interior 13.8% (13) 19.3% (11) 16.7% (2)
Chrysler

Mechanical 48.2% (55) 55.2% (48) 50.0% (3)

Body exteriorx 14.0% (16) 14.9% (13} 50.0% (3)

Body interior 10.5% (12) 11.5% (10) 16.7% {1)
Ford

Mechanical 45.8% (49) 54.4% (37) 42.9% (6)

Body exterior 10.3% (11) 13.2¢ (9) 7.1% (1)

Body interior 12.1% (13 14.7% (10} 14.3% (2)
General Motors

Mechanical 48.4% (453) 57.4% (35) 40.0% (4)

Body exterior 9.7%  (9) 14.8¢ (9) 0% (0)

Body interior 7.5% (7) 9.8% (6) 0% (0)
Datsun

Mechanical 30.5% (29) 36.8% {21) 50.0% (1)

Body exterior 1.1 (L) 1.8% (1) 0% (0)

Body interior 3.2%  (3) 5.3%  (3) 0% (0)
Toyota

Mechanical 30.9% (30) 35.8% (24) 0% (0)

Body exterior 5.2%  (5) 7.%5% (%) 0% {0)

Body interior 1.0 (1) 1.5 {1} 0% (0)
Volkswagen

Mechanical 45.8% (44) 52.9% (27) 38.1% (8}

Body exterior 6.3% (6) 9.8% (5) 4.8% (1)

Body interior 10.4% (10) 13.7¢ (7 9.5% (2)
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Table 4

Cuestion: Did yvou have to return the car more than once
for the same warranty problem?

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Total Responses Local bealer Manufacturer

American Motors

Returned 29.8% (28) 38.6% (22) 41.7% (5)

Not Returned 16.0% (15) 17.5% (10) 25.0% (3)
Chrysler

Returned 33.3% (38) 39.1% (34) 33.3% (2)

Not Returned 23.7% {(27) 26.4% (23) 16.7% (1)
Ford

Returned 31.8% (34) 39.7% (27) 28.8% (4)

Not Returned 25.2% (27} 26.5% (18) 42.9% (6)
General Motors

Returned 26.9% (25) 34.4% {21) 10.0% (1)

Not Returned 29.0% (27) 32.8% (20) 30.0% (3)
Datsun

Returned 17.9% (17) 24.6% (14) 50.0% (1)

Not Returned 15.8% (15} 17.5% (10) 0% (0)
Toyota

Returned 16.5% (1le) 19.4% {13) 0z (0

Not Returned 16.5% (16) 19.4% (13) 0% (0)
Volkswagen

Returned 24.0% (23} 29.4% (15} 33.3% (7)

Not Returned 31.3% (30} 31.4% (16) 23.8% (5)

60



Table 5
Question on number of times car returned for same problem,

Regponses by Original Owners
Purchasing Car from:
Dealer on
Mzinland or

Total Responses Local Dealer Manufacturer
American Motors
1 1.1% (1) 1.8% (1) 0% (0)
2 13.8% (13 19,3% {(11) 8.3% (D)
3 7.4% (D 7,00 (4 25.0% (3)
4 3,2% (3) 5.3% (B 0% (0)
5 or more 4.3% (&) 5.3% (%) 3.3% (1)
Chrysler
1 2.6%  (3) 3.4% (3 0% (@)
2 12.3% (14) 16,1% (14) 0% (M
3 9,67 (11) 9.2%  (8) 33.3% ()
& 5.3%  (8) 5.7%  (5) 0% (0)
5 or more 3.5% (&) 4.6% (&) 0% (0)
Ford
0.9% (1) 0% (0 7.1% (L)
2 14.0% (15) 17.6% (12) 14.3% (2)
3 10.3% (11) 14.7% (10 0% (0}
4 4.7%  (5) £,6%  (3) 7.1% (D)
5 or more 1.9%2 (2 2.9% (2) 07 (0}
General Motors
1 0% (0) 0% () 0L ()
2 12.9% (12) 14.8%2  (9) 10.0% (1)
3 9.7% (9 13,1%  (8) 0% (0)
4 1.1% (D 1.6% (1) 0% (0)
5 or motre 3,24 (3 4,97 (3) 0% (0)
Datsun
1 1.1% (1) 1.8%2 (D) 0% (D)
2 9,.5% (D) 14,07 (B) 50.0% (1)
3 5.3% (%) 7.0%  {4) 0% (D)
4 2.1% (D) 1.8%2 (1) 0% {0)
5 or more 0% (0 07 () 0% (O
Tovota
1 0% (0) 0% () 0% ()
2 7.2%  (7) G.0%  (6) 0% (B
3 4.1% (&) 5.0% (&) 0% (0
4 1.0% (1) 0% (0 0% (0)
5 or more 4,1% (&) 4,5%  (3) 0% (D)
Volkswagen
2. 1% (23 3.9% (D) 0% (0
2 10.4% (10} 11.8% (&) 14.3%5 (3
3 7.3 (N G.8% (5} Q.57 (2)
4 2.1% 0 (2) 2,04 (1) 4, 8% (1)
S or more 2.1% {2y 2.0 (1) G087 (1)
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Table 6

Question: How long did repair take on same problem?

Responses by Original Owners
Purchasing Car from:

Dealer on
Mazinland or
Total Responses Local Dealex Manufacturer
American Motors
1 day 14.9% (14} 21.1% (12) None
2 o 3 days 12.8%8 {12) 14.0% (8
4 to 5 days ez (0} Gg (0]
1 to 2 weeks 1.1% (1) 1.83 ({1}
1 month 0% (0) 0% (0}
More than one month 1.1%8 (1) 1.8% {1}
Chrysler
1 day 19.3% (22) 23.0% (20) None
2 to 3 davs 8.8% (10; 9.2%  (8)
4 to 5 days 2.6% (3} 3.4% (3}
1 to 2 weeks 0% {0} 0% {0}
1 month 0% {0} 6% (0)
More than one month 2.6% (3} 3.4% {3}
Ford
1 day 17.8% (19} 19.1% {13} None
2 to 3 days 9.3% (10) 14.7% {10)
4 to 5 days 0.%% {1} 0% (0}
1 to 2 weeks 1.9 (2} 2.9% (2
1 month 0.93 (1) 1.5% (1)
More than one month 0% (0) 0% (0}
General Motors
1 day 15.1% (14) 18.0% (1) None
2 to 3 days 5.4% (5 6.6% (4)
4 to 5 days 2.2% (2} 3.3% (2}
1 to 2 weeks 1.1% (1} 1.6% (1}
1 month .18 (1) 1.6% (1}
More than cne month 1.1g {1} 1.6% (1)
Datsun
1 day 13.7% (13} 15.8% (%) None
2 to 3 davs 3.2% (33 5.3% {3}
4 to 5 days 1.1% (1) 1.8% {1}
1 to 2 weeks 0% {0y 0% (D}
1 month 0% (0} Gg {0}
More than one month 0% {5} 8% {5}
Tovota
1 day 1%9.3% {14} 13.4% (9} None
Z to 3 days 2,1% (2} 3.0% (2}
4 to 5 davs 2.1% {2} a8 (0}
I to 2 weeks G% (0} 0% (0}
1 month 0% {5} 0% (0;
More than one nonth 1.0% (1} 1.5% ({1}
Volkswagen :
1 day 17.7% (17} 23.5% (12} None
2 to 3 days 2.18 (2} 2.0% (1}
4 to 5 days 2.1% (2} 2.0 (1
1 to 2 wesks 1.0% {1 g% {G)
1 sonkn % {3 0% (0
More than one month I.0% (1} 2.0 {1}
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Table 7

Question on reasons for digsatisfaction with repair,

American Motors
Dealer did not cooperate
Not covered by warranty or
predelivery service
Dealer could not fix
Other

Chirysler
Dealer did not cooperate
Not covered by warranty or
predelivery service
Dealer could not fix
Other

Ford
Dealer did not cooperate
Not covered by warranty or
predelivery service
Dealer could net fix
Other

General Motors
Dealer did not cooperate
Not covered by warranty or
predelivery service
Dealer could not fix
Other

Datsun
Dealer did not cooperate
Not covered by warranty or
predelivery service
Dealer could not fix
Other

Toyota
Dealer did not cooperate
Not covered by warranty or
predelivery service
Dealer could not fix
Other

Volkswagen
Dealer did not cooperate
Not cevered by warranty or
predelivery service
Degler could not fix

Other

Responses by Original Owners
Purchasing Car from:
Dealer on

Mainland or
Total Responses Local Dealer Manufacturer

7.4% (7Y E.8% (5) 16,74 (2)
0L (0) 0% (0) 0% ()
8.5% (8) 10.5% (6) 16,77 (2)
6.4% (8) 8.8% (5) 8.3% (1)
4,.4%  (5) L.6% (4) 16.7% (1)
0.9% (1) 1.1%2 (1) 0% (0)
10.5% (12) 10,.3% (9) 33,.3% (2)
4,46%  (5) 4.6% (4) 0% (0)
6.5%2 (1) 7.4% (5) 7.1% (13
1.9% (D 2.9% (2) 0% (0)
8.4% (9) 13.2% (9) 0% (0
3.7 (4) 4,47 (3) o7 (0
5.4%  (53) 4.9% (3) 10,0% (1)
3.2% (3 1.6% (1) 10.0% (1)
g.6% (8) 13.1% (8) 0% (0
5.4% (5} 8.2% {5) 0% (03
01 (0) 0% (1) 0% (0)
1.1% (1) 1.8%2 (1) 0% ()
4,24 (8 7.0% (4) 0% (0)
3.2% (3 5.3% (3) 0% (0)
6,27 (8) 6.0% (4 0% (0
0% (0 o (D) 0% (0)
7.2 (N 10.4% (7) 0% (0)
3.1% (%) 1.5% (1) 0% (0)
2.1% () Q7 @) 9.5% {2)
5.22 (5 9,8% (5) % AO)
3.1% (%) 53.9% (%) 0% (0)
6.3%  (8) 9.8% (5) 4.8% (1)



Total responses by all persons answering the guestionnaire are
not given in Tables 8 to 14. Only responses from original owners
are presented since the used car owners either did not receive a
warranty due to expiration of the warranty period prior to purchase
or indicated by their answers very little understanding of the
warranty, thus tending to cloud the results.

Table 8

Question: How long is the length of the warranty
on your automobile?

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Local Dealer Manufacturer

American Motors

Correct 16.6% (10} 21.2% (2)

Partially correct 27.6% (26) 63.8% (6)

Incorrect 1L.7% (11) 21.2%  (2)

Don't know 9.5% {9} 21.2%  (2)
Chrysler

Correct 12.2% (14) 17.5% (2)

Partially correct 56.1% {64) 4.3% (5)

Incorrect 7.0% (8) 0% (0}

bDon't know 4.3% (5) 0%  (0)
Ford

Correct 8.4% (9) 9.3% (1)

Partially Correct 32.7% (35) 65.4% (7)

Incorrect 15.8% (17) 18.6% (2)

Don't know 11.2% (12) 37.3%  {(4)
General Motors

Correct 7.5% (7) 1.0% (1)

Partially correct 49.4% (46) 5.3%  (5)

Incorrect 3.2%  (3) 2.1%  (2)

Don't know 7.5% {7} 1.0% (1)
Datsun

Correct 46.3% (44) 10.5% (1)

Incorrect g.42 (8) 10.5%2 (1)

Don't know 4.2% (4} 0% (0)
Toyota

Correct 48.4% (47) 3.0% (3

Incorrect 4.1% {4) g% {03

Don't know 13.4% (13} g%  {(0)
Volkswagen

Correct 39.5% (38} 17.7% {(17)

Incorrect 7.2% {7} 2.0% {2}

Don't know 6.2% (6} 2.0% (2}



Table 9
Question: Is the length of the warranty on your automobile
the same for all parts?

Responses by Original Owners
Purchasing Car from:

Dealer on
Mainland or
Local Dealer Manufacturer

American Motors

Correct 42.1% (24) 58.3% (7)

Incorrect 17.5% (10) g0 (Q)

Don't Know 35.1% (20) 41.7% (5)
Chrysler

Correct 54.0% (47) 66.7% (4)

Incorrect 19.5% (17) 0g  {0)

Don't Know 24.,1% (21) 33.3% (2)
Ford

Correct 41.2% (28) 57.1% (8)

Incorrect 19.1% (13) 14.3%  (2)

Don't Know 38.2% (26) 28.6% (4)
General Motors

Correct 58.0% (36) 60.0% (6)

Incorrect 11.5¢ (7)) 10.0% (1)

Don't Know 27.9% (17) 20.0% (2)
Datsun

Correct 40.4% (23) 100.0%  (2)

Incorrect 17.5% {10} 0z (Q)

Don't Know 35.1% (20) 0 ()
Toyota

Correct 41.8% (28) 66.7% (2)

Incorrect 16.4% (11) 0 (0)

Don't Know 38.8% (26) 33.3% (1)
Volkswagen

Correct 43.1% {22} 57.1% (12)

Incorrect 25.5% {1L3) 28.6% (6)

bon't Know 31.4% (16) 14.3% (3)
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Table 10

Question: What parts are covered by different warranty periods?

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Local Dealer Manufacturer

American Motors

Correct 35.1% (20) 41.7% (5)

Incorrect 10.5% (6) 16.7% (2)

Don't know 31.6% (18) 33.3% (4)
Chrysler

Correct 32.2% (28) 16.7% (1)

Incorrect 19.5% (17) 16.7% (1)

Don't know 27.6% (24) 33.3% (2)
Ford

Correct 30.9% (21) 28.6% (4)

Incorrect 8.8% (&) 21.3% (3)

Don't know 45,.6% {31} 42.9% (8)
General Motors

Correct 42.6% (26) 40.0% (4)

Incorrect 18.1% (11) 10.0% (1}

Don't know 32.8% (20) 30.0% (3)
Datsun

Correct 8.8% (5) 0% (0)

Incorrect 10.6% {6} 0% (0)

Don't know 40.4% (23) 0% (0)
Toyota

Correct 6.0% (4 33.3% (1)

Incorrect 10.5% (7} 0% {0}

Don't know 38.8% (26) 33.3% (1)
Volkswagen

Correct §.8% (5) 4.8% (1)

Incorrect 19.6% (10) 14.4% ()

Don't know 431.2% (21) 28.6% (&)
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Table 11
Question: "Are you required to follow maintenance services and
schedules to keep the warranty or guarantee in force?"

Responses by Original Owners
Purchasing Car from:

Dealer on
Mainland or
L.ocal Dealer Manufacturer

American Motors

Correct 73.7% (42) 100.0% (12)

Incorrect 5.3% (3) 0z (0}

Don't know 17.5% (10) 0% (0}
Chrysler

Correct 87.4% (76) 66.7% (4)

Incorrect 4.6% (4) le.7% (1)

Don't know 4.6% (4) 0% (0)
Ford

Correct 79.42 (54} 64.3% (9)

Incorrect 5.9% (4) 7.1 (1)

bon't know 13.2%  (9) 21.4% (3)
General Motors

Correct 82.0% (50) 80.0% (8)

Incorrect 6.6% (4) 0 (0)

Don't know 11.5%8 (7) 10.0% (1)
Datsun .

Correct £8.4% (39) 50.0% (1)

Incorrect 5.3% (3} 50.0% (1)

pon't know 21.1% (12) 0% {0}
Toyota

Correct 59.7% (40) 100.0% (3

Incorrect 17.9% (12) 0% {3)

Don't know 19.4% (13) 0% {0}
Volkswagen

Correct 90.2% (406) 95.2% {20)

Incorrect 5.9%8 (3 4.8% (1)

Don't know 3.9%  (2) 6% (0}
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Table 12

Question on where warranty maintenance services
are to be obtained.

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland or

Local Dealer Manufacturer
American Motors
New Car Dealer 64.9% (37) 58.3% (7
Service Station 7.0% (4} 8.3% (1)
Other 1.8% (1) 8.3 (1)
Don't EKnow 14.0% (8) 0% (0)
Chrysler
New Car Dealer 49.4% (43) 16.7% (1}
Service Station 24.,1% (21) 0% (0)
Other 4.6% (4) 33.3%  (2)
Don't Know 2.3% (2) z  (0)
Ford
New Car Dealer 61.8% (42} 42.9% {6}
Servige Station 5.9% (4) 28.6% {4)
Cther 7.4%  (5) 7.1% (1)
Don't Know 11.8% (8) 21.4%  (3)
General Motors
New Car Dealer 41.0% (25) 20.0%8 (2}
Service Station 27.9% (17) 20.0%  (2)
Cther 0% (0) 10.0% (1)
Don't Know 9.8% (6) 0 {0)
Datsun
New Car bDealer 70.2% (40) 50.0% (1}
Service Station 12.3% (7} 6% (0}
Otheyx 1.8% (1) 50¢.0% (1)
Don't Know 7.0%  (4) 0% (0)
Toyota
New Car Dealer 67.2% {(45) 100.0%  {3)
Service Station 6.0% (4) 0% (0}
Other 4,5% (3} 0% (03
Don't Know 14.9% (103 %5 (0}
Volkswagen
New Car Dealer 74.5% {38) 85.7% (18}
Service Station 3.9%  (2) 4.8% (1)
Other 13.7% (7} 4.8% (1)
Don't Know 0% (0} g% (0]
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Table 13

Question: If your brake linings wear out at 17,000 miles,
can free warranty repair be obtained?

Responses by Original Owners
Purchasing Car from:

Dealer on
Mainland or
Local bealer Manufacturer

American Motors

Correct 54.4% (3) 41.7% (5)

Incorrect 0% {0) 0% (0)

Don't EKnow 42.9% (25) 58.3% (7)
Chrysler

Correct 47.1% (41) 33.3% (2)

Incorrect 6.9% (8) 0% (0)

Don't Know 43.7% (38) 50.0% (3)
Ford

Correct 55.9% (38) 57.1% (8)

Incorrect 0g (0) 0% (0Q)

Don't Know 41.2% (28) 42.9% (6)
General Motors

Correct 55.7% (34) 50.0% (5)

Incorrect 3.3 (2) 0% (O

Don't Know 39.3% (24) 40.0% {(4)
Datsun

Correct 57.9% (33) 50.0% (1)

Incorrect 5.3%  (3) 50.0% (1)

Don't Know 35.1% (20) C% (0)
Toycta

Correct 58.2% {39} 33.3% (1)

Incorrect 4.5% (3) % (0)

Don't Know 35.8% (24) 66.7% (2)
Volkswagen

Correct 43.1% (22) 38.,1% (8)

Incorrect 7.8% (4) 23.8% (5)

bon'*t Know 45.1% (23) 38.1% (8)
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Table 14

Question: If paint deteriorates in eleven months,
can free warranty repair bhe obtained?

Responses by Original Owners
Purchasing Car from:
Dealer on
Mainland ox

Local Dealer Manufacturer

American Motors

Correct 40.4% (23) 25.0% (3)

Incorrect 12,33 (7} 8.3% (1)

Don't Know 45,6% (26) 66.7% (8)
Chrysler

Correct 29.9% (26) 16.7% (L)

Incorract 16.1% (14) 16.7% (1)

Don't Know 51.7% (45) 50.0% (3)
Ford

Correct 39.7% (27 42.9% (6}

Incorrect 7.4% (5) 14.3% {(2)

Don't Know 51.5% (35) 42.9% (6}
General Motors

Correct 45.9% (28) 30.0%  {3)

Incorrect 13.1%  (8) 20.0%  (2)

Don't Know 39,3% (24) 30.0% (3)
Datsun

Correct 24.6% {(14) 0% (0)

Incorrect 12.3% {7 0% (G}

bon't Know 61.4% (35) 160.0% (2)
Toyota

Correct 28.4% (19) 0% (0)

Incorrect 10.4%8 (7 33.3% (1)

Don't Know 59.,7% (40) 66.7%  {2)
Volkswagen

Correct 39.2% (20} 28.6%  (6)

Incorrect 13.7% (7} 19.0% (4)

Don't Know 47.1% (24) 52.4% {11}
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Table 15

Question: Did dealer inform you of the terms
of the warranty?

American Motors
Yes
No

Chrysler
Yes
No

Ford
Yes
No

General Motors
Yes
No

Datsun
Yes
No

Toyota
Yes
No

Volkswagen
Yes
No
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54,4%
36.8%

72.4%
26.4%

38.2%
58.8%

63.9%
34.4%

71.9%
24.6%

65.7%
31.3%

74.5%
25.5%

(31}
(21)

(63)
(23)

(26)
(40)

(39)
(21)

{41)
(14)

(44)
(21)

(38)
(13)
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PUBLISHED REPORTS OF THE LEGISLATIVE REFERENCE BUREAU

Disaster Relief: Considerations for State Action. 60 p. $1

Free Choice of Physician in Hawaii’s Medical Care Program. 21 p. 1
Reat Property Tax Exemption in Hawail. 29 p. $1

Schaot Boards and Puhlic Education. 139.p. $3

Pubiic Land Policies of the United States and the Mainland States. 67 p. 81
The Hawaii Public Utilities Commission. 89 p. {out of print)

Carecitne Chronically 1H and Disabled Aged. 44p. §?

The Hawaii Antitrust Act. 68 p. {ovt of print)

Tax Problermns and Fiscal Policy in Hawaii. 74 p. $1
Hawaii Legisiative Manual. Rev. ed. 80p. (ouf of print)
Nursing and Nursing Education in Hawaii. 117 p. $1

Study of the Workmen’s Compensation Law in Hawali. 154 p. (out of print}
Hawaii’s General Excise Tax. 56 p. §)

Nonrasident Students and the University of Hawaii. %6 p. 51

The Holeofthe State in the Regulation of Pharmacy. 159 p. §3

The Uniform Commercial Code and the Hawaii Law. 346 p. {outof print)

The Hawaiian Homes Program: 1920-1963. 52 p. {out of print)

Legal Aspectsofthe Hawaiian Homes Program. 72p. {out of print)
Land Aspects of the Hawaiian Homes Program. 47 p. (out of print)

Social Aspectsof the Hawalian Homes Program. 74 p. {out of print)
The Maori Affairs Program. 43 p. {outof print}

Public Land Policy in Hawaii: Land Exchanges. 79 p. {out of print)
College and the Needy Student in Hawall. 2 volumes. $2

Public Land Policy in Hawaii: The Multipie-Use Approach. Rev. 1949. 95p. $2.50

Hawaii Legislative Manual: A Handbaok for Legislaters. Third Edition, 81 p. $1.50
Pubtic Land Policy in Hawaii: Land Reserved for Public Use. 95p. (out of print)
Education in a Changing World of Work in @ Democratic Society, 157 p. 52

Trading Stamp Legisiation. 75 p. $1.50

Public Housing in Hawali—The Evolution of Housing Policy. 2 voiumes. $3.50
Public Land Policy in Hawali: Major Landowners. 131p. $4

Hawail Tax Rate Distribution Estimates. 223 p. 3

Practical Guide to the Uniform Commercial Code in Hawaii, Articies 1, 2, 6,7 and 9. 290 p. $2
The Hawail Wage and Hour Law, 62p. 51

Compliance of County Agencies with the Hawaii Administrative Procedure Act. 50p. 81
Quest for Compensatery Education in the State of Mawaii. 97 p. (out of print}

Dental Care for the Indigent and Medically Indigent in the State of Hawali. 97 p. $1.50
Regulation of Political Coniributions. 158 p. $2.50

Temporary Disability insurance. 212 p. $2.50

intoxicating Liguer Laws in Hawail and the Industry. 312p. 33

Cradit Life and Credit Disabiiity Insurance In Hawaii. 32p. 81

Nursing in Hawaii, 1948. 52 p. 81

Pubilic Land Poiicy in Hawail: An Historical Analysis. 200p. 34

Guide to Government in Hawaii, Fourth Edition. 81 p. 1

Comptiance of State Agencies with the Hawail Administrative Procedure Act. 47 p. 51.50

Trialof Trattic Cases in Hawaii. 33p. §1
New Patterns of Health Care: The Physician’s Assistant. 83 . $2 fgut of print}

HMawali Legisiative Manual: A Handbook for Legistators. Fourth Edition. 87p. 81
Prepaid Health Care in Hawaii. 97 p. 81

Hawaii Law Schoot Study. 105 p. 32

Licensure of Foreign Dental Graduates. 46 p. $1.50

Special Education in Hawall. Part 1. 148 p. 82

Directoryof State, County and Federai Offices. 1% o, 51

Special Education in Hawall. Part 11 157p, $1.30





