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CCS Market Inquiry on Car Parts in 
Singapore 

Introduction 

On 11 December 2017, the Competition Commission of Singapore (“CCS”) published its findings from its market 

inquiry into the supply of car parts in Singapore for the servicing, repair and customisation of cars. The purpose of 

the market inquiry was to better understand how the relevant markets functioned, and whether there were any 

features or market practices that limited competition in the relevant markets in Singapore. 

The CCS commenced its market inquiry on the automotive parts industry in Singapore in November 2015 to look 

further into the aspects of potential concerns that had been identified in the consultancy report that it had 

commissioned.  

This Update provides a summary of the findings from the consultancy report and the CCS market inquiry report, 

followed by our comments on their possible implications for businesses operating in the automotive industry and 

beyond. 

Phase 1 Consultancy Report 

In Phase 1, the CCS engaged a consultant, HoustonKemp Pty Ltd (“HoustonKemp”) to conduct a market study 

into the aftermarket supply of and demand for car parts in Singapore, in order to identify aspects of the industry 

which may impede competition. The consultancy study focused on six car brands which account for 60% of the car 

sales in Singapore, namely Toyota, Honda, Nissan, Mercedes Benz, Hyundai and BMW. 

HoustonKemp issued its report on 21 May 2015. 

For purposes of their analysis, HoustonKemp divided the market according to the stages of the supply chain – (a) 

Markets in which automotive parts were sold from importers to distributors (the “Importation Markets”); (b) Markets 

in which parts were sold from distributors to workshops (the “Distribution Markets”); and (c) Markets in which parts 

were sold from workshops to end-customers, in conjunction with mechanic services (the “Installation Markets”). 

With respect to the Importation Markets and Distribution Markets, HoustonKemp found that there were no major 
competition concerns due to the following factors:  
 
(a) The relative ease with which car parts could be imported into Singapore, which supported a wide range of 

suppliers to enter the relevant markets;  
 
(b) Car parts distributors and car workshops were generally able to obtain parts from a large number of 

suppliers located in Singapore and overseas, and were able to switch between suppliers easily; and 
 

(c) Where difficulties in obtaining car parts were raised, these were in relation to seldom-required parts (such 
as parts that were replaced infrequently or that belong to niche car models). In these instances, the small 
number of buyers and sellers in the market, rather than competition features, were more likely to be 
relevant constraints. 
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However, with regard to the Installation Markets (which were further broken down into the (a) servicing and 

maintenance; (b) repairs; and (c) customisation segments), HoustonKemp raised several competition concerns 

including:  

(a) Limitations on the number of authorised workshops; 

(b) Resale price maintenance arrangements which allowed car manufacturers to set the price of car parts on-

sold to end-customers, and car manufacturers requiring authorised workshops to use Original Equipment 

(“OE”) parts (i.e., genuine parts that come in packaging marked with the car manufacturer’s brand and 

may be manufactured by the car manufacturer or purchased from car parts manufacturers for resale); 

(c) The inability of independent workshops to have access to technical information and diagnostic equipment 

(“Essential Inputs”), which consequently limited their ability to perform car servicing and repairs; and 

(d) Warranty terms and conditions that require non-warranty related servicing and repairs to be carried out at 

authorised workshops in order for the car warranty to remain valid (“Warranty Restrictions”). 

Phase 2 Formal Inquiry by the CCS 

Following HoustonKemp’s report, the CCS formally launched an inquiry under the Competition Act to investigate 

the areas of concern highlighted. The formal inquiry focused on 11 major authorised car dealers which distribute 

19 car brands making up more than 90% of the car population in Singapore in 2016. The CCS’s findings were 

published in its market inquiry report on 11 December 2017.  

In the course of the CCS’s investigations, the CCS found that the competition concerns raised by resale price 
maintenance arrangements were offset by the availability of alternatives to OE parts (such as Original Equipment 
Manufacturer or generic parts). Similarly, with regard to the limited supply of Essential Inputs, the CCS found that 
independent car workshops could obtain viable substitutes from third party suppliers, notwithstanding that these 
substitutes may not perform as well. Finally, the CCS noted that the competition concerns raised by the limited 
number of authorised workshops could be more directly addressed through the removal of Warranty Restrictions.  
 
As such, the CCS narrowed its investigations to Warranty Restrictions which require customers to service their cars 
exclusively at the respective dealer’s authorised workshops during the warranty period or risk having their 
warranties voided by the car dealers.  

Warranty Restrictions  

In its analysis, the CCS noted that there are two categories of warranty restrictions: 
 
(a) The restriction that all maintenance and repairs must be carried out by authorised workshops, including 

maintenance/repairs which were not covered by the warranty (the “Workshop Restriction”); and 
 
(b) The restriction that all maintenance and repairs must be carried out using OE parts or other specified parts 

recommended by the car dealer or car manufacturer (the “Parts Restriction”). 
 

The CCS assessed that the Parts Restriction was not likely to deter or discourage customers from servicing and 
repairing their cars with independent workshops, to the extent that independent workshops were able to access OE 
parts or other specified parts recommended by the car dealers or the car manufacturer, which the CCS found was 
generally the case. 
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In contrast, the CCS’s view was that the Workshop Restriction had a significant effect on customer behaviour and 
restricted the ability of independent workshops to compete effectively with the authorised workshops. The CCS 
assessed that the Workshop Restriction was effectively a requirement by authorised car dealers for customers to 
service or repair their cars exclusively at the respective dealer’s authorised workshops, in order to maintain the 
validity of the car warranty. This in turn gave authorised car workshops market power that may allow them to charge 
customers a higher price for car servicing and repairs. 
 
The CCS found that the “lock-in” effect of the Workshop Restriction was evidenced by the high retention rate of 
cars under warranty for routine servicing and maintenance at authorised workshops, and the significant incidence 
of switching to the independent workshops upon the expiry of the warranty. The CCS also noted HoustonKemp’s 
findings that the prices charged by authorised car workshops were generally higher than (even double or triple) the 
prices charged by independent car workshops.   
 
The CCS noted that the anti-competitive effect of Workshop Restriction was amplified by several factors. First, the 
growing trend of an increase in the duration of the warranties imposed by car dealers from three to five years. 
Second, insufficient competitive constraints on car dealers since many car dealers impose Warranty Restrictions 
and customers have few alternatives.   
 
Therefore, the CCS expressed concerns with Warranty Restrictions that: 
 
(a) Explicitly required all servicing and repairs (even non-warranty related repairs) to be done at authorised 

workshops; and/or 
 

(b) Allowed warranty claims over a defect or malfunction to be rejected on the basis that the car (or any part 
of it) had been serviced by independent car workshops. 

 
The CCS clarified that it did not have any issues with warranty terms that restricted customers to performing 
warranty repairs at authorised car workshops or which allowed car dealers to reject a warranty claim over a defect 
if the defect was caused by servicing carried out by independent car workshops. The CCS also clarified that it did 
not object to car dealers recommending the use or promoting the merits of their authorised workshops, so long as 
they did not cast negative aspersions on the capability and integrity of independent workshops. 
 
The CCS noted that it had worked with the nine major authorised car dealers and several of their car manufacturers 
to remove the Warranty Restrictions of concern – these changes are to be retrospectively implemented for existing 
warranties in force and new warranties by 31 December 2017. With these changes, these car dealers can void 
warranties or reject claims only if they establish that the damage or defect to be claimed under the warranty had 
been caused by independent workshops. 
 
The CCS has encouraged all other car dealers to review their warranty terms and practices to ensure compliance 
with the Competition Act.  
 

Implications for Businesses 

It is noteworthy that the CCS’s scrutiny of the aftermarket sales of automotive parts comes on the back of several 
high profile investigations into the aftermarket automotive parts industry by competition authorities around the world. 
One notable example is the move by the European Commission (“EC”) to introduce new block exemption 
Regulation and Guidelines (“Regulations”) on the application of competition rules to the car sector in 2010. Under 
these new Regulations, Warranty Restrictions which require all repairs (even non-warranty related repairs) to be 
conducted at authorised car workshops will be removed and car manufacturers may no longer void warranties on 
this basis.  
 
With respect to the Warranty Restrictions that the CCS has identified to cause competition concerns, it remains to 
be seen if the CCS will take any action against any car dealer or manufacturer that does not amend its warranty 
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terms in accordance with the CCS recommendations. For the CCS to take formal action (e.g., impose penalties or 
mandate changes to the party’s business practices), it would generally need to commence a formal investigation 
and find the party guilty of infringing the relevant prohibition under the Competition Act. On this, HoustonKemp had 
reported that it has found no evidence of horizontal collusion between the car dealers to constitute a violation of 
Section 34 of the Competition Act. Given that vertical agreements are generally excluded from the Competition Act, 
it is likely that any formal investigation by the CCS will be with respect to Section 47 of the Competition Act in 
relation to an abuse of dominance. This requires the CCS to first establish that the car dealer or manufacturer is 
dominant in the relevant market, and that its conduct has or is likely to have an adverse effect on competition in 
Singapore. If the CCS defines the relevant market narrowly on a brand-specific basis, there is a higher likelihood 
that each car dealer or manufacturer could be found to be dominant. One example where the relevant market has 
been defined on a brand-specific basis is the CCS’s investigation into the supply of lift spare-parts, where evidence 
suggested that the supply of proprietary lift spare parts for each brand of lift may be in a separate market, and the 
supplier for each brand of lift spare parts could be abusing its dominant position by refusing to supply the same.  
 
It is further evident from the CCS’s crackdown on the use of Warranty Restrictions that their main impetus appears 
to be the creation of an even playing field between authorised car workshops and independent car workshops. This 
begs the question of whether the CCS will conduct further investigations into the other areas of concern highlighted 
by HoustonKemp. In particular, while the CCS did not focus on the issue of restriction of access to Essential Inputs, 
they could undertake a more detailed inquiry in subsequent cases as the EC did in 2007 where it adopted four 
decisions that legally bound DaimlerChrysler, Toyota, General Motors and Fiat to commitments to provide certain 
technical information about car repairs to all independent car workshops in the European Union. On this subject, 
the EC has clearly taken the position that car manufacturers cannot restrict access to their technical information 
that independent workshops need to compete effectively with authorised repairers for vehicle aftersales. 
 
This move by the CCS may also have implications beyond the automobile industry as well. Warranty Restrictions 
are common in industries such as the electronics hardware industry where warranties may be voided if the 
consumer approaches third parties for repairs or where manufacturers may not offer warranties if customers do not 
purchase the product from authorised retailers. Arguably, such Warranty Restrictions may also have the effect of 
creating an uneven playing field between authorised retailers and third-party resellers/repair workshops. It should 
be noted though that the duration of the warranty for such industries are typically shorter so it may pose less of a 
restraint on competition and it remains to be seen if the CCS will investigate the practices of such industries.  
 

Concluding Words 

The CCS’s move to crack down on Warranty Restrictions has garnered a lot of support from independent car 

workshop owners and consumers alike. More scrutiny is thus expected into the enforcement of the CCS’s 

recommendations, as well as other aspects of the car aftermarket sector. Car dealers and car manufacturers are 

encouraged to conduct a review of their existing customer contracts to ensure that Warranty Restrictions and/or 

other terms which have the effect of creating an uneven playing field for independent workshops are revised. For 

further enquiries or discussions, please feel free to contact our team below.  
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Contacts 

 

 

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 

 

   

     

 
 

Kala Anandarajah 
Partner 
Head, Competition & Antitrust 
and Trade  
Employment & Benefits 
 
D +65 6232 0111 
F +65 6428 2192 
kala.anandarajah@rajahtann.com 
 

 

 
 

Dominique Lombardi 
Partner (Foreign Lawyer) 
Competition & Antitrust and Trade 
 
D +65 6232 0104 
F +65 6428 2257 
dominique.lombardi@rajahtann.com 
 

   

   

 
 

Tanya Tang 
Partner 
(Chief Economic and Policy 
Advisor) 
Competition & Antitrust and 
Trade  
 
D +65 6232 0298 
F +65 6225 0747 
tanya.tang@rajahtann.com 
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Our Regional Contacts 

  

Rajah & Tann Singapore LLP 

T  +65 6535 3600   

F  +65 6225 9630 

sg.rajahtannasia.com 

 

Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

  

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

 

Rajah & Tann NK Legal Myanmar Company Limited 

T  +95 9 73040763 / +95 1 657902 / +95 1 657903 

F  +95 1 9665537 

mm.rajahtannasia.com 

  

 

Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 894 0377 to 79 / +632 894 4931 to 32 / +632 552 1977 

F  +632 552 1978 

www.cagatlaw.com 

  

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

 

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 

Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

 

 

Rajah & Tann (Laos) Sole Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are 

independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms 

of engagement between the Member firm and the client. 
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Our Regional Presence 

 
 

Rajah & Tann Singapore LLP is one of the largest full service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or e-mail Knowledge & Risk 
Management at eOASIS@rajahtann.com. 


