THE GENERAL COURT OF MASSACHUSETTS
STATE HOUSE, BOSTON 02133-1053

April 13, 2022
The Clerk of the House of Representatives
State House, Room 145
Boston, MA 02130

The Clerk of the Senate
State House, Room 335
Boston, MA 02130

To the Clerk of the House of Representatives and the Clerk of the Senate,
Pursuant to Section 130 of Chapter 24 of the Acts of 2021, we respectfully submit the final
report of the Special Commission on Auto Body Labor Rates. This report was supported by the
majority of Commission members. The report should be forwarded to the Joint Committee on
Financial Services and the Senate and House Committees on Ways and Means.
The Commission was formed in the Fall of 2021 and was tasked to do a study on: an analysis on
auto body labor rates in the Commonwealth; an analysis of the impact of managed competition;
an assessment of whether current labor rates are reasonable, and if not, an evaluation of potential
methods for calculating a reasonable labor rate; the number of auto body shops in the
Commonwealth each year from 2008 to present, including the number of shops that have closed;
and an analysis on the impact of labor rates on the auto body labor workforce.
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Introduction
Section 130 of Chapter 24 of the Acts of 2021 established the Special Commission on
Auto Body Labor Rates (“the Commission”). The Commission’s report must include an analysis
of labor rates in the Commonwealth, including a comparison to labor rates in neighboring states,
an analysis of the impact of managed competition in the automobile insurance market on labor
rates, an assessment of whether current labor rates are reasonable and, if not, an evaluation of
potential methods for calculating a reasonable labor rate. The Commission’s report must also
include the number of auto body shops in the Commonwealth each year from 2008 to present,
including the number of shops that have closed during that time period. The Commission must
examine the impact of labor rates on the auto body work force.
As mandated by Section 130 of Chapter 24 of the Acts of 2021, the Commission held two
public hearings – one, virtually, on January 25, 2022 and one, virtually, on March 22, 2022. The
first hearing was attended by the Commission members, auto body repair shop representatives,
and insurance company representatives. The second hearing was attended by the Commission
members and the auto body repair shop representatives. Furthermore, the Commission held two
additional public meetings related to the issue on December 15, 2021 and April 4, 2022. The
Commission is charged with submitting a report of its studies, including any legislative or
regulatory recommendations with the Clerks of the House of Representatives and Senate, to be
forwarded to the Joint Committee on Financial Services and the House and Senate Committees
on Ways and Means no later than July 1, 2022.
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Representative James M. Murphy, Co-Chair
Chairman, Joint Committee on Financial
Services Committee
Fourth Norfolk District

Senator Paul R. Feeney, Co-Chair
Chairman, Joint Committee on Financial
Services Committee
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Representative Steven S. Howitt
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History of Auto Body Rates
Prior to the Massachusetts Legislature’s enactment of Chapter 622 of the Acts of 1986,
“An Act Relative to Automobile Insurance Rates,” requiring the Commissioner of Insurance to
determine if insurance companies utilized adequate programs to control costs and reduce
premiums, the State Rating Bureau of the Division of Insurance (“SRB”) introduced a study
determining that overpayments to automobile shops were being made and that there was no
incentive to lower the cost of repairs. In 1987, an additional study was completed reinforcing the
findings of the 1986 study, and the Commissioner ordered a 3% reduction to physical damage
and collision premiums1. In 1988, the Massachusetts Legislature passed Chapter 273, Section 51,
allowing insurance companies to pay consumers directly for the loss of their vehicles prior to
receiving a completed claim form. In this law, the Commissioner could require insurers to
provide consumers with a list of five repair shops, convenient to the insured, that would
complete a repair for the stated price and guarantee the quality of the repair2. Following this
change in law, several insurance companies reduced the auto body labor rate, after having one of
the highest rates in the country, due to the existence of referral programs. For detailed
information on the history of auto body labor rates from 1986 to 2008, refer to Appendix A, the
2008 Report of the Special Commission on Auto Body Labor Rates.
In 2008, the Commissioner of Insurance determined that competition was sufficient in the
auto insurance market, and it was unnecessary to set labor rates going forward. The repeal of 211
CMR 93 permitted insurance companies to set their own labor rates with no intervention from
the Division of Insurance3. In 2014, Commonwealth Automobile Reinsurers (CAR) repealed the
requirement that insurance companies have a plan in place for cost containment of labor rates;
instead, companies will be required to have a plan to determine whether labor, repair, and
replacement times are reasonable and consistent with industry-recognized sources4. Following
the changes that CAR implemented, the Division of Insurance required the Automobile
Insurance Bureau (AIB) to use the language: “the cost to repair the auto is limited to the

1

Decision on Motor Vehicle Insurance Rates for 1987, page 56
Mass. Gen. Laws, Chapter 273, §51 (1988)
3
211 CMR 93
4
Commonwealth Automobile Reinsurers, Bulletin NO. 989, September 10, 2014
2
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prevailing competitive price, which is the price we can secure from a licensed repair facility
conveniently located to you,” in their 2016 updated policies5.
Since the Report of the Special Commission on Auto Body Labor Rates released in 2008,
the labor rate paid by insurance companies has remained nearly the same, although the 2008
report’s recommendations stated that the labor rate had not kept pace with increases in similar
industries. While the auto body industry’s conclusion suggested the need for immediate relief,
the insurance industry’s conclusion stated that the industry and market needed time to adjust to
new guidelines and standards. The labor rate paid by insurance companies in 2008 remains the
standard today.

5

Automobile Insurers Bureau, Massachusetts Automobile Insurance Policy, 2016
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Industry (2008-Present)
Section 130 of Chapter 24 of the Acts of 2021 requires an analysis on auto body labor
rates in surrounding states, an analysis of how managed competition has affected labor rates in
Massachusetts, an analysis on whether the current labor rate is reasonable and, if not, potential
methods for calculating a reasonable labor rate, the number of auto shops in the Commonwealth
from 2008 to 2020, and an analysis on the effects of the labor rate on the auto body workforce.
The average labor rate that is paid to auto body shops in Massachusetts, when being paid
through insurance companies, is approximately 40 dollars per hour. In Rhode Island, where state
law requires a survey of auto body labor rates, the prevailing labor rate ranges between 46
dollars per hour and 53 dollars per hour6. According to National AutoBody Research, the labor
rate paid by insurance companies in Massachusetts is significantly lower than the rates customers
are willing to pay out of pocket7. No state in the U.S. sets a minimum auto body labor rate.
Accordingly, there is variation in the rates among Massachusetts’ surrounding states.
Massachusetts is above Maine and Vermont for total labor costs and below Connecticut, New
Hampshire, New York, and Rhode Island. Total labor cost does not consider other related costs
incurred in owning and operating an auto body shop in the Commonwealth8.
Managed competition for the insurance industry ended in 2008 through changes in the
Code of Massachusetts Regulations. Insurance companies were then able to negotiate the auto
body labor rates with the auto body shops in the Commonwealth without direct intervention from
the Division of Insurance. Since the changes in 2008, the auto body labor rate has not increased
significantly and auto body shops across Massachusetts have stated that without an increase in
the labor rate or the power to negotiate the labor rate with appraisers, auto shops will begin to
close due to shop owners not being able to afford to run a business or retain employees9.
According to representatives from the insurance industry, if there were a significant change to

6

Rhode Island, Department of Business Regulation, Insurance Bulletin Number 2021-7
National AutoBody Research, Written Testimony, March 22, 2022
8
Massachusetts Insurance Federation, Improving the Talent Pipeline for Collision Repair Technicians, Written
Testimony, January 25, 2022
9
MA Legislature Website, Special Commission on Auto Body Labor Rates Hearing, Jan. 25th, 2022 and March 22nd,
2022
7
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the auto body labor rate, there would be an increase in insurance premiums paid by
Massachusetts residents10.
In 2008, there were 1,805 registered repair shops in the Commonwealth. The most recent
available data on the number of registered repair shops is from 2020. In 2020, there were 1,686
registered shops11. Since 2008, there are 119 fewer auto body repair shops registered in the
Commonwealth. For more detailed information on the year-over-year number of registered repair
shops, please see Appendix B.
Since the 2008 Report of the Special Commission on Auto Body Labor Rates Report and
through the process of public hearings for legislation attempting to address the labor rate issue
since 2008, there has been a continuous concern about the auto body industry’s workforce,
especially for collision repair technicians. This sentiment has been repeated by auto body shop
owners, dealerships, and vocational school representatives. As heard in the most recent hearings
for the Special Commission on Auto Body Labor Rates, the collision repair industry is losing
their technicians to other trades due to higher wages. Additionally, representatives from
vocational technical schools across Massachusetts expressed their experience with decreased
enrollment as students transition to other trades once entering the school when learning the
potential for increased salaries elsewhere. The average collision repair salary in Massachusetts is
$47,400, while the annual mean wage for all industries, according to the Bureau of Labor
Statistics, is $72,94012.

10

Joint Statement of the American Property Casualty Insurance Association, Massachusetts Insurance Federation,
and National Association of Mutual Insurance Companies In Opposition to Legislation Requiring the Setting of
Labor Rates for Insured Auto Repairs
11
Division of Standards
12
Zip Recruiter, Average Collision Repair Salary by State, ADP data; U.S. Bureau of Labor Statistics, May 2021
State Occupational Employment and Wage Estimates Massachusetts
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Process
In accordance with Section 130 of Chapter 24 of the Acts of 2021, the Commission on
Auto Body Labor Rates held two public hearings virtually due to the COVID-19 Pandemic. In
addition to the two public hearings, the Commission held two additional public meetings related
to the issue, held written testimony open until April 6th at 5:00pm, and the two Chairmen asked
all Commission members to submit their recommendations to be included in the report. Lastly, a
vote was taken of all Commission members on Tuesday, April 12th on the final report.
Public Meetings
December 15th Virtual Public Meeting with Hyperlink
Can be found here: https://malegislature.gov/Events/Hearings/Detail/4123
An Introductory meeting was held on December 15th, 2022, virtually. Chairman James
M. Murphy, and former Chairman Brendan P. Crighton, formally introduced themselves and
spoke about the process outlined in the Acts of 2021. All Commission members had the chance
to introduce themselves and generally discuss the issue at hand. During this meeting,
Commission members made it clear that it was important to have hearings as soon as possible.
Chairman Murphy suggested a potential site visit as well.
April 4th Site Visit and Virtual Public Meeting with Hyperlink
Can be found here: https://malegislature.gov/Events/Hearings/Detail/4255
Following the public hearings, Chairman Murphy put together a site visit to Assabet
Valley Regional Technical High School, with fellow Commission member Kenneth Stukonis, to
give Commission members the opportunity to visit an auto body collision program firsthand.
Commission member Kenneth Stukonis talked about the program and opportunities that students
had during their time at Assabet Valley and discussed the costs associated with the program and
the tools necessary for auto body repairers to start in the industry. Following the visit, Chairman
Murphy and Chairman Paul R. Feeney lead a public meeting to discuss the process thus far, the
issues at hand, and solicited potential solutions from all Commission members. During this
meeting, Chairman Murphy set deadlines for written testimony for all parties to be submitted by
8

April 6th at 5:00pm and recommendations from the Commission members for April 8th at
5:00pm.
Public Hearings
The Commission held two public hearings to receive comment from interested parties.
The first hearing was held on January 25, 2022. The second hearing was held on March 22,
2022. Both hearings were conducted virtually due to the COVID-19 pandemic. Recordings of
both hearings can be found on the Massachusetts Legislature’s website located at
malegislature.gov, hyperlinks provided below.
January 25th Virtual Hearing with Hyperlink
Can be found here: https://malegislature.gov/Events/Hearings/Detail/4167
Numerous independent auto body shop owners, instructors at vocational schools,
Alliance of Automotive Service Providers Massachusetts (AASP-MA) representatives,
Massachusetts State Automobile Dealers Association (MSADA) representatives, and owners of
automobile dealerships spoke about the labor rates paid by the insurance industry. The
Massachusetts Insurance Foundation (MIF) and the Automobile Insurers Bureau (AIB) spoke on
behalf of the insurers during the hearing. Approximately 30 people orally testified at the hearing.
March 22nd Virtual Hearing with Hyperlink
Can be found here: https://malegislature.gov/Events/Hearings/Detail/4230
In the second hearing, the Commission heard from AASP-MA representatives, vocational
school instructors, additional auto body industry representatives, and third-party researchers.
Similar testimony was heard in the second hearing that was heard in the initial hearing.
Approximately 25 people orally testified at the hearing.

Written Testimony with Hyperlink
The Special Commission on Auto Body Labor Rates received approximately100 pieces of
written testimony. Most written testimony was received for the January 25th virtual hearing. The
testimony received was from individual auto body shop owners, MIF, American Property
9

Casualty Insurance Association, National Association of Mutual Insurance Companies, MSADA,
car dealerships, Commission members, Commission members from 2008, National Federation of
Independent Businesses, professors, and consumers.

All written testimony can be found under the hearing links that are listed here:
https://malegislature.gov/Events/Hearings/Detail/4167
https://malegislature.gov/Events/Hearings/Detail/4230
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Recommendations and Potential Solutions
The Commission recognizes that auto body labor rates must be addressed and that the
auto body labor rate has not increased significantly since 1988. After conducting numerous
public meetings and hearings, there are a multitude of options available to address the issues
highlighted in this report. Contained herein are possible options and solutions:
(1) Status Quo
Policy changes, official guidance, and industry practices have created the environment
that exists today between the insurance and auto body industries. The insurance industry
negotiates a labor rate with contracted auto body repair shops, and that rate is most often
paid to auto body repair shops in the Commonwealth. The average labor rate paid
through insurance companies is approximately 40 dollars per hour. If there are no
changes implemented, there will be no change to the current system that exists, and it will
continue to be status quo. This is not a viable recommendation and will not provide a
long-term solution to the issue of auto body labor rates.
(2) Pending Legislation – Surrounding State Average
The Committee on Financial Services has four bills currently before it that would create a
government-set labor rate that insurance companies would be required to pay auto body
repair shops based on the average labor rate of surrounding states. House Bill 1048,
House Bill 1152, House Bill 1178, and Senate Bill 711 all require the minimum hourly
labor rate on repairs to be the average hourly rate from Connecticut, Maine, New
Hampshire, Rhode Island, and Vermont.

(3) Pending Legislation – Inflation Adjusted Rate
The Committee on Financial Services has two bills currently before it that would use the
labor rate set in 1988 and adjust it for today’s use based on inflation over the past twenty
years. House Bill 1111 and Senate Bill 709 set the minimum hourly labor rate as the rate
set by the Insurance Reform Act of 1988, adjusted for inflation. This rate would be
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approximately 78 dollars hour currently according to the Massachusetts Alliance of
Automotive Service Providers.

(4) Alliance of Automotive Service Providers Massachusetts Recommendation
(1)

An immediate increase of $33 in the minimum reimbursement rate to the claimant

with yearly adjustments based upon the CPI in the northeast region.
(2)

The passage of HB 1111 as proposed in the current legislative session.

(3)

The passage of HB 1111 with an adjustment in the correction period increased

from 2 years to 3 years from passage. Then, increasing the reimbursement rate to the
claimant using the following amounts and schedule:
•

an immediate increase of $18 to the labor reimbursement rate paid by insurers to

the claimant
•

an increase of $10 in year 2

•

an increase in the third year of $5 plus the CPI factor from the previous two years.

•

continued increases or decreases based on the CPI thereafter

This tiered roll out addresses the immediate need for an increase to bring technicians
back into the industry, while making the industry more appealing to younger individuals
in the vocational schools. It also allows the insurance industry a corrective period and the
ability to calculate their premium needs during the transition to a fair and equitable labor
reimbursement rate. After the third year’s adjustment, the labor reimbursement rate
would increase or decrease yearly based upon the CPI in the northeast region.
It continues to be our position that the collision repair industry has done all that it can to
increase efficiencies and to contain the costs which repairers have control over. It is
evident by the preponderance of the testimony provided at the two LRSC hearings that
action is needed now. For decades the insurance industry has shown an inability to even
acknowledge the issue, nor change their business practices. During the meetings, they
offered no viable alternatives or solutions to suggest that anything other than a mandate
would change the business environment. That mandate must be that insurers compensate
fairly and properly for the increased cost to repair today’s vehicles. The consumers in
Massachusetts deserve to be protected on our roadways. They should also feel confident
12

that their chosen collision repair facility is able to maintain staff, training and equipment
requirements, because they would then be adequately reimbursed for the expertise, costs
and the liability involved in the collision repair process13.
(5) Massachusetts State Automobile Dealers Association Recommendation
“An Act Establishing the Fair Calculation of Labor Rates Paid by Insurance Companies
to Auto Repairers in the Commonwealth.”

SECTION 1. Chapter 100A of the General Laws, as appearing in the 2020 Official
Edition, is hereby amended by inserting after section 14 the following section:- Section
15. The commissioner of insurance shall set the minimum hourly labor rate that insurers
shall pay on insured claims for repairs made by registered motor vehicle repair shops. In
determining the minimum rate paid by insurers on all Massachusetts insured motor
vehicle damage claims, the compensation for the minimum hourly labor rate that insurers
shall pay on insured claims for repairs made by registered motor vehicle repair shops
shall be calculated by utilizing the method described in this section. The compensation
for the minimum hourly labor rate that insurers shall pay on insured claims for repairs
made by registered motor vehicle repair shops shall be established by the repair shop
submitting to the insurer 100 sequential customer-paid collision repair orders or 60
consecutive days of customer-paid collision repair orders, whichever is less, from which
the repairer shall calculate the average customer paid hourly labor rate, which shall be
declared the minimum hourly labor rate that the insurer will pay to the repairer. The
minimum hourly labor rate shall go into effect 30 days following the declaration, subject
to audit of the submitted collision repair orders by the insurer and a rebuttal of the
declared rate. If the declared rate is rebutted, the insurer shall propose an adjustment of
the minimum hourly labor rate based on the rebuttal not later than 30 days after
submission. If the repairer does not agree with the minimum hourly labor rate proposed
by the insurer, the repairer may file an action with the commissioner of insurance 30 days
after receipt of the proposal by the insurer. In an action commenced under this section,

13

See Appendix C
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the insurer shall have the burden of proving that the rate declared by the repairer was
inaccurate or unreasonable.

SECTION 2. Section 113B of chapter 175 of the General Laws, as appearing in the 2020
Official Edition, is hereby amended by inserting, after the word “commissioner” in line
14, the following:- “; provided, however, that collision repair hourly labor rates, set
pursuant to section 15 of chapter 100A, shall not be included when considering programs
to control costs and expenses under this section or section 113H.”

SECTION 3. Within 90 days of the enactment of Section 1, the commissioner of the
division of insurance shall promulgate regulations necessary to implement the provisions
of Sections 1 and 2, inclusive14.
(6) Legislative Recommendation – Establishment of a Labor Rate Advisory Board
A Labor Rate Advisory Board shall be established to address any and all issues related to
auto body labor rates. The advisory board shall consist of the Commissioner of Insurance
or a designee; the Attorney General or a designee; 3 members from the auto insurance
industry appointed by the Automobile Insurers Bureau of Massachusetts, one shall serve
as co-chair chosen by the three members appointed; 3 members from the auto repairer
industry appointed by the Alliance of Automotive Service Providers of Massachusetts,
Inc., one shall serve as co-chair chosen by the three members appointed; 1 member from
vocational-technical schools agreed upon by the advisory board; 1 member appointed by
the Massachusetts State Automobile Dealers Association, Inc; 2 members from consumer
advocate groups agreed upon by the advisory board; an Economist agreed upon by the
advisory board.

The advisory board shall organize and meet no later than six (6) months upon the filing of
this Special Commission on Auto Body Labor Rates final report. The advisory board
shall be charged with addressing any and all issues relative to auto body labor rates and

14
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may promulgate internal rules to effectuate board procedures. It is recommended the
advisory board shall meet not less than twice a year.

The advisory board shall be responsible for creating, implementing, and overseeing an
annual survey given to relevant auto body shops as determined by the advisory board.
The survey should compile data pertaining to contracted hourly labor rates, posted hourly
labor rates, and prevailing hourly labor rates, as well as any additional information as
requested by the advisory board.

In addition to the survey, the advisory board shall be responsible for collecting relative
industry data including but not limited to: neighboring states labor rates, auto body shop
costs, Advanced Driver-Assistance Systems (ADAS) costs, total labor costs, the
consumer price index, work force data, vocational school trends, insurance premiums,
and any additional information as requested by the advisory board.

In order to provide a long-term solution, the results of the survey and the collection of
said data shall be reviewed and analyzed by the advisory board annually. This data
should be used as factors to provide a basis and recommendation for which the board can
discuss a fair and equitable labor rate.

The advisory board shall file a report annually of its findings, conclusions, and any
recommendations with the Clerks of the Senate and House of Representatives, the Joint
Committee on Financial Services, the Senate and House Committees on Ways and
Means, and the Division of Insurance no later than December 31.

15

Recognition
Thank you to all who participated in the Special Commission’s public hearings and
public meetings. All of the information provided to the Commission was utilized in drafting this
final report containing recommendations and potential solutions. Thank you to the Commission
members for your valuable input. We recognize this is a complicated issue with often times,
competing viewpoints. We, as a Commission, were dedicated to providing an open and
transparent process incorporating all perspectives, opinions, and recommendations towards the
possible solutions contained herein.
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Appendix A:
2008 Report of the Special Commission on Auto Body Labor Rates

Appendix B:
Auto Body Repair Shops Table
Breakdown of Auto Body Repair Shops from 2008-Present
Year
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
Source: Division of Standards

Number of Massachusetts
Repair Shops
1,805
1,805
1,788
1,764
1,765
1,739
1,742
1,732
1,707
1,721
1,698
1,665
1,686

Appendix C:
Letter from the Massachusetts Alliance of Automotive Service Providers

April 8, 2022

To Chairman James Murphy,

Mr. Chairman,

On behalf of AASP-MA, I want to express our appreciation for the opportunity to
present you the following options to create an equitable reimbursement rate to the
claimant. A reimbursement rate which reflects the expertise, investment and liability
associated with collision repairs performed in Massachusetts.
Each of the following three options represents a long-term solution to a decades old
issue. (please see attached page) Should you have any concerns upon review or if
you would like to address other possible variations, we will make ourselves available
for further discussion regarding a resolution.
Your leadership and guidance throughout the commission process has been greatly
appreciated and admired by the collision repair industry here in Massachusetts. We
will continue to support you and have trust in the legislative process.

Sincerely,

Evangelos “Lucky” Papageorg
Executive Director AASP-MA
617.574.0741
Lucky@aaspma.org

The three options for consideration are as follows:

1) An immediate increase of $33 in the minimum reimbursement rate to the claimant with yearly
adjustments based upon the CPI in the northeast region.
2) The passage of HB 1111 as proposed in the current legislative session.
3) The passage of HB 1111 with an adjustment in the correction period increased from 2 years
to 3 years from passage. Then, increasing the reimbursement rate to the claimant using the
following amounts and schedule:
• an immediate increase of $18 to the labor reimbursement rate paid by insurers to the
claimant
• an increase of $10 in year 2
• an increase in the third year of $5 plus the CPI factor from the previous two years.
• continued increases or decreases based on the CPI thereafter
This tiered roll out addresses the immediate need for an increase to bring technicians back into the
industry, while making the industry more appealing to younger individuals in the vocational
schools. It also allows the insurance industry a corrective period and the ability to calculate their
premium needs during the transition to a fair and equitable labor reimbursement rate. After the
third year’s adjustment, the labor reimbursement rate would increase or decrease yearly based
upon the CPI in the northeast region.
It continues to be our position that the collision repair industry has done all that it can to increase
efficiencies and to contain the costs which repairers have control over. It is evident by the
preponderance of the testimony provided at the two LRSC hearings that action is needed now. For
decades the insurance industry has shown an inability to even acknowledge the issue, nor change
their business practices. During the meetings, they offered no viable alternatives or solutions to
suggest that anything other than a mandate would change the business environment. That
mandate must be that insurers compensate fairly and properly for the increased cost to repair
today’s vehicles. The consumers in Massachusetts deserve to be protected on our roadways. They
should also feel confident that their chosen collision repair facility is able to maintain staff, training
and equipment requirements, because they would then be adequately reimbursed for the expertise,
costs and the liability involved in the collision repair process.

Appendix D:
Letter from the Massachusetts State Automobile Dealers Association

Robert F. O’Koniewski, Esq.
Executive Vice President
MEMORANDUM
TO:

Sen. Paul Feeney, Co-Chair, Special Commission on Auto Body Labor Rates
Rep. James Murphy, Co-Chair, Special Commission on Auto Body Labor Rates

FR:

Robert O’Koniewski, Esq.

DT:

April 8, 2022

Proposed Legislation – “An Act Establishing the Fair Calculation of Labor Rates Paid by
Insurance Companies to Auto Repairers in the Commonwealth.”
_____________________________________________________________________________________
RE:

On behalf of the Massachusetts State Automobile Dealers Association, which represents the 427
franchised new-car and truck dealerships in the Commonwealth, many of whom also operate auto body
repair facilities, we respectfully submit for consideration the following proposal to address the
inadequacy in which insurers in the Commonwealth presently reimburse repairers for labor costs on
insurer-paid repair work. We, moreover, respectfully urge the special commission to include a preferred
final recommendation that can, if possible, be endorsed by a majority of the special commission
members. Our members believe it is important that the special commission provide such guidance to the
Legislature as it considers future legislation to address this issue.
After two public hearings conducted under the auspices of the special commission, on top of a
public hearing conducted earlier this session by the Joint Committee on Financial Services on legislation
filed regarding the labor rate reimbursement issue, it is disappointing but not surprising given past history
that the insurance companies have yet to express an acknowledgement that a problem exists. It is evident
that, as far as they are concerned, they are quite content with a system that artificially suppresses the labor
rate reimbursement amount in a manner that can best boost their profits while keeping overhead costs as
low as possible. Unfortunately, those who operate auto body repair facilities do not have that luxury of
suppressing other cost factors in their businesses in order to ensure large profit margins. In fact, based on
the current economics of the collision repair industry, it is virtually impossible for any new collision
repair entrepreneurs to enter the business with any realistic expectation of success, leaving the arena to
the few legacy collision repairers already in the business.
For over twenty years this Association, along with our sisters and brothers in the independent
auto body repair industry, has advocated for reform on this subject matter. Years of bill filings and a prior
special commission have failed to move the needle measurably on the reimbursed rate, to the point that
Massachusetts rests securely at the bottom of the average labor rate reimbursement to repairers.
Additionally, it has always amazed us that a system that allows for reimbursement at a level that is a
fraction of a repairer’s posted retail rate for customer-pay work is allowed to exist, all to the benefit of the
insurance companies, whose profits continue to grow unabated each year. Meanwhile, customer wait
times to get into a shop and for the repairs to be completed have grown, in the face of increased insurance
premiums.
To address this problem, we propose a conceptually simple solution, as provided below. The
proposed legislation would use as a starting point a calculation of the repairer’s posted labor rate as the
Massachusetts State Automobile Dealers Association
One McKinley Square • Sixth Floor • Boston, MA 02109

Tel: (617) 451-1051 ext. 218 • Fax: (617) 451-9309
rokoniewski@msada.org
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level at which compensation should occur. The calculation is similar to that which is used under MGL
Chapter 93B to calculate a dealer’s labor rate for reimbursement by a franchisor for warranty and recall
work performed pursuant to a franchise agreement. The process is grounded in current statute and
recognizes a repairer’s true labor compensation for the work in which they have made considerable
investments in equipment, facilities, training, and personnel.
Thank you for your attention to this matter. Should you require additional information, please do
not hesitate to contact me.
“An Act Establishing the Fair Calculation of Labor Rates Paid by Insurance Companies to Auto
Repairers in the Commonwealth.”
SECTION 1. Chapter 100A of the General Laws, as appearing in the 2020 Official Edition, is
hereby amended by inserting after section 14 the following section:Section 15. The commissioner of insurance shall set the minimum hourly labor rate that
insurers shall pay on insured claims for repairs made by registered motor vehicle repair shops.
In determining the minimum rate paid by insurers on all Massachusetts insured motor vehicle damage
claims, the compensation for the minimum hourly labor rate that insurers shall pay on insured claims for
repairs made by registered motor vehicle repair shops shall be calculated by utilizing the method
described in this section.
The compensation for the minimum hourly labor rate that insurers shall pay on insured claims for
repairs made by registered motor vehicle repair shops shall be established by the repair shop submitting to
the insurer 100 sequential customer-paid collision repair orders or 60 consecutive days of customer-paid
collision repair orders, whichever is less, from which the repairer shall calculate the average customer
paid hourly labor rate, which shall be declared the minimum hourly labor rate that the insurer will pay to
the repairer. The minimum hourly labor rate shall go into effect 30 days following the declaration, subject
to audit of the submitted collision repair orders by the insurer and a rebuttal of the declared rate. If the
declared rate is rebutted, the insurer shall propose an adjustment of the minimum hourly labor rate based
on the rebuttal not later than 30 days after submission. If the repairer does not agree with the minimum
hourly labor rate proposed by the insurer, the repairer may file an action with the commissioner of
insurance 30 days after receipt of the proposal by the insurer. In an action commenced under this section,
the insurer shall have the burden of proving that the rate declared by the repairer was inaccurate or
unreasonable.
SECTION 2. Section 113B of chapter 175 of the General Laws, as appearing in the 2020
Official Edition, is hereby amended by inserting, after the word “commissioner” in line 14, the
following:- “; provided, however, that collision repair hourly labor rates, set pursuant to section
15 of chapter 100A, shall not be included when considering programs to control costs and expenses under
this section or section 113H.”
SECTION 3. Within 90 days of the enactment of Section 1, the commissioner of the division of
insurance shall promulgate regulations necessary to implement the provisions of Sections 1 and 2,
inclusive.
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