© SEP 2022 | IRE Journals | Volume 6 Issue 3 | ISSN: 2456-8880

The Impact of Parallel Imports on the Auto Parts Market

RAIS AGAEV
Saint Petersburg University of Humanities and Social Science

Abstract- The article examines how parallel imports
in the auto parts industry affect prices together with
competition levels and product safety and consumer
preferences. The unauthorized entry of authentic
automotive goods into a country has emerged as a
magjor concern within the automotive industry. The
research investigates the ways these imports affect
the relationships between authorized dealers and
independent distributors and consumers. The
research investigates both positive aspects for
consumers such as reduced prices and expanded
availability together with negative consequences
including potential safety risks and warranty issues
and manufacturer disengagement from local
markets. The article utilizes quantitative
frameworks together with case studies from multiple
regions that experience parallel imports. The
research evaluates different legal frameworks
through an analysis of multiple jurisdictions to
determine their impact on market actions and
results. The research shows that parallel imports
create market efficiency while supporting consumer
interests at first but they also lead to negative effects
on brand reputation and supply chain trust and
intellectual property protection challenges. The
author supports regulations which defend consumer
rights while maintaining product safety standards
and fair competition between market offerings. The
author proposes three solutions to address parallel
imports in the auto parts market including better
product inspection protocols and standardized trade
rules and  enhanced  dialogue between
manufacturers and regulators.

Indexed Terms- Parallel Imports, Auto Parts

Market, Grey Market Goods, Consumer Safety,
Market Competition

L INTRODUCTION

Manufacturers designed these channels for official
product distribution but grey market goods enter the
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market through unauthorized unofficial channels.
Parallel imports refer to genuine products which the
intellectual property owner failed to authorize for

market transfer. Products shift between countries
through parallel imports because independent
importers capitalize on existing price differences
between nations. Parallel trade discussions emerge in
multiple disciplines including pharmaceuticals
together with electronics and automobiles. The
practice of importing parallel automotive parts and
components happens regularly in markets where
pricing and product development matter. The
independent supplier network provides customers
with affordable car parts including filters alongside
brake pads and advanced electronics. These products
follow unofficial distribution paths to offer prices that
match or exceed the costs of official dealership
prices. The imports disturb the management and
stability of auto parts markets according to Malueg
and Schwartz (1994).

Parallel imports have increased, causing multiple
issues. Customers who require vehicle maintenance
can purchase affordable alternative vehicle parts
instead of factory-made products through parallel
imports. The products experience potential
challenges with  authenticity  together  with
compatibility and reliability concerns. Unauthorized
or counterfeit components damage brand reputation
while creating price obstacles and warranty
confusion. Regulators find it challenging to monitor
rules effectively because imported items often create
difficulties in enforcement. The situation remains
critical because vehicle ownership continues to grow
worldwide while consumer rights protection faces a
decline as Ishikawa, Morita, and Mukunoki (2020)
have pointed out. This development alters the
economic dynamics of the auto parts industry and
simultaneously affects both road safety and post-
purchase  service quality. This demanding
relationship requires a complete analysis of how
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parallel trade affects every participant in the supply
chain.

The research will (1) examine pricing effects and
market competition changes resulting from parallel
imports (2) evaluate product quality and consumer
safety aspects and (3) study related challenges and
regulatory aspects. This study aims to deliver an
extensive analysis of automotive part parallel trade to
support decisions made by policymakers together
with companies and consumers.

IL. LITERATURE REVIEW

Multiple researchers have shown interest in parallel
imports because of their relation to IPRs and market
regulation. The concept of trademark exhaustion
requires knowledge to understand parallel trade.
European Union and United States laws on parallel
imports differ because they have different views
about when trademark rights expire at a global or
country or regional level. EU residents show more
openness toward grey market goods than Americans
do because the United States maintains national
exhaustion of rights as its policy. The differing legal
requirements between countries create border
enforcement problems that negatively impact
multinational auto parts businesses. Parallel imports
modify market structures while determining price
levels and product development funding in economic
systems. The ability of parallel imports to limit price
differences between countries forces companies to
stop charging different prices for their products while
simultaneously decreasing their focus on innovative
product development. The study by Hwang, Peng,
and Shih (2014) examines the possibilities of parallel
imports  alongside  product innovation by

affects consumers who form opinions about grey
market products through concerns about their
authenticity and limited warranty coverage and
insufficient after-sales service according to Huang,
Lee, and Ho (2004). Consumers receive cheaper
prices through parallel imports but typically must
give up both product quality and trustworthiness. The
research analyzes both economic and legal aspects
and how consumers behave as well as brand value.
Berman (2004) and Samiee (1992) analyze how
brand owners select their distribution channels while
taking legal action and establishing product
variations to protect their market position and pricing
power. The implemented strategies pose the risk of
conflicting with the broader consumer market
facilitation policy goal. Cale (2022) suggests
blockchain technology could enhance auto part origin
verification but the technology requires further
adoption in the auto parts sector.

Multiple gaps persist in different sections of the
available literature despite its wide range. Academic
studies  focus  their  scrutiny mainly on
pharmaceuticals and electronics rather than auto
parts. The current understanding about consumer
educational efforts is limited as well as the
application of regulations and brand implications
stemming from grey market activities. The research
investigates parallel imports in the auto parts sector
through consumer perspectives and legal-economic
frameworks while evaluating new regulations that
affect parallel import management.

Table 1. Summary of Key Literature on Parallel
Imports Relevant to the Auto Parts Market,
Highlighting Main Themes, Findings, and Their
Application to This Study

incorporating competition and consumer diversity Focus Area Key Relevance to

factors. OEMs along with independent suppliers in Contribution Study

the auto parts business deliver different products to Trademark Legal basis of Sets legal

fulfill distinct market requirements of their buyers. exhaustion (EU | parallel imports context for
vs USA) and IPR import controls

The automotive sector worries about grey market Market Effects on Explains price

imports  because product quality along with structure & international convergence

warranties and safety standards matter greatly. The pricing pricing & and firm

Russian market experienced both higher auto parts innovation strategy

availability and quality control and counterfeiting Innovation vs Coexistence of Relevant to

risks when parallel imports were legalized according imports innovation and auto parts

to Salnikova and Molotkov (2023). The problem
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grey markets development
trends
Auto parts in Quality Shows practical
Russia concerns after impact on
legalization product safety
Consumer Attitudes Informs
perception toward risk, understanding
quality, and of consumer
warranty behavior
Brand Legal & Highlights
protection market-based | OEM responses
strategies responses to and limitations
grey markets
Blockchain in Potential tech | Points to future
the parts trade solution for policy/tech
traceability alignment

1.1 How This Study Contributes
This research expands the literature by:

e Focusing exclusively on the auto parts market, a
relatively underexplored sector in grey market
research.

e Integrating economic, legal, and consumer
behavior perspectives.

e Addressing regulatory developments post-
legalization of parallel imports (e.g., Russia,
select EU nations).

e Proposing policy and industry-level
recommendations to manage risks and leverage
potential benefits.

.  METHODOLOGY

This research employs different methods to examine
the effects of parallel imports on the auto parts
market. The analysis of data alongside its context
provides better understanding of this complex
problem. The quantitative analysis examines import-
export data alongside market share and price trends
of automobile parts to determine the direct effects of
parallel imports on both the auto industry and
consumers. The qualitative research examines the
views and actions and experiences of essential
stakeholders  including  suppliers, = mechanics,
consumers and regulators through interviews and
structured surveys. The study combines quantitative
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data with essential parallel trade elements through
questions about product authenticity and safety and
brand reputation. The research design combines
different methods to analyze real-world factors in
regulated industries and produce results applicable to
practice.

3.1. Research Design

This research uses both quantitative and qualitative
methods to achieve a comprehensive understanding
of parallel imports in the auto parts market. The
quantitative analysis relied on official statistics from
import/export, customs and market reports. The
information enabled the team to assess trade
fluctuations and price modifications and determine
the scope of grey market products. The research team
conducted semi-structured interviews and structured
surveys with mechanics, parts suppliers, authorized
distributors and consumers. The primary research
enabled evaluation of parallel-imported goods quality
and brand trust levels and brand loyalty strength and
intellectual property management weaknesses. The
dual research approach enables the study to validate
findings through different data collection methods.
The research enhances both believability and richness
through data-based findings and practical industry
wisdom.

3.2. Data Source

The research relies on multiple data sources to
evaluate all dimensions affecting the auto parts
industry through parallel imports. The combination of
data types allows Muhmad, Ariff, Majid, &
Kamarudin (2021) to monitor market developments
and supply chain obstacles. The study bases its
numerical analysis on detailed trade and customs
information. The research obtained its data from
national customs agencies as well as UN Comtrade
and the WTO database and European Commission
Directorate-General for Trade. The datasets provide
crucial information about car part entries into Canada
through authorized and unauthorized channels
including quantity and product types and entry
locations. The collected data enables researchers to
track how grey-market products evolve across
different regions while monitoring price fluctuations
and supplier market competition dynamics
throughout time. The economic impact of grey
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market imports can be estimated through this
information.

The raw trade information received context from
Industry Reports and Market Analyses to examine
automotive  chain  structures and company
competition and government responses (Berman,
2004). The research examines articles from
McKinsey and Deloitte global consultants together
with international automotive associations like the
International ~ Organization of Motor Vehicle
Manufacturers and internal car company documents.
The documents demonstrate that manufacturers and
suppliers address the issue through new strategic
approaches  combined  with  product value
enhancement and brand strengthening and IPR rule
enforcement efforts (Samiee, 1992). The reports
identified brake pads and oil filters and lighting
components and electronic control units as the most
affected products. The gathered information allowed
researchers to define the primary research goals. The
data collection process included consumer surveys to
understand their responses and actions regarding
parallel-imported auto parts.

The research goals concentrated on three target
groups which included private vehicle owners and
operators of fleet vehicles and experts in auto repair
shops. The questionnaire aimed to study consumer
preferences regarding brands together with price
sensitivity and product origin awareness and their
willingness to purchase from the grey market despite
quality and safety concerns. The surveys revealed
consumer motives for importing goods and their
preferences between affordable products and
dependable ones and their faith in new suppliers. The
study results showed that people lacked knowledge
about product authenticity which led researchers to
conclude that clear labeling and better education
should be priorities. The study relied on expert
interviews from Khashabi, Heinz, Zubanov,
Kretschmer and Friebel (2021) to better understand
parallel imports regulations and operational aspects.
The research team conducted interviews with
industry experts along with legal advisors and supply
chain managers and customs employees and IPR
specialists to examine current law defects and border
law enforcement issues and brand protection
strategies and worldwide political changes on trade
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policies. The researchers conducted both in-person
and online interviews which they recorded after
obtaining permission while analyzing the data
through thematic analysis (Chen, Yang, Yuan, &
Zhu, 2022). The qualitative data analysis revealed
essential elements that public databases fail to detect
which include supplier-buyer informal relationships
and national regulatory deficiencies and domestic
business protection consequences.

The collected information sources established a
strong database for the study. The research results
achieve both statistical validity and practical utility
through the combination of statistical data with
market intelligence and consumer feedback and
expert opinions.

3.3. Scope of The Study

The research investigates the role of parallel imports
within the auto parts markets throughout Russia and
EU and US territories. We focused on these three
regions because they present different regulatory
systems and strong impact on worldwide automotive
trade patterns. The research focuses on post-2022 law
development in Russia because of the changes
regarding parallel imports. The government passed
this law because trade restrictions from several
countries made standard import channels impossible
thus allowing unapproved imports of goods. Non-
Western companies from China have caused a rapid
increase in gray market activities across Russia.

This principle operates with distinctiveness in
comparison to EU regional exhaustion principles. EU
member states differ in their approach to intellectual
property rights management when parallel imports
occur. The existence of varied national compliance
frameworks in different countries creates multiple
evaluation opportunities. The United States operates
as the core jurisdiction for its national exhaustion
system. The U.S. government maintains strong
control over parallel imports and border protection
through legal actions to protect intellectual property
rights. This jurisdiction operates as a benchmark to
evaluate the effectiveness of legal strategies in
controlling grey market activities.

The research examines four major auto parts
categories which have high market demand and are
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frequently sold on the black market throughout these

three regions.

e Brake systems

e Air and oil filters

e Headlights and lighting components

e Electronic sensors and engine control units
(ECUs)

The research spans 2018 to 2024 to assess policy
impacts before and after their implementation. The

research includes major worldwide events including
COVID-19 pandemic supply chain disruptions and
political transformations that affect current trade
dynamics.

The study evaluates parallel imports within identical
and different legal systems of countries and identifies
what product categories tend to experience the most
impact.

Table 2: Regional Focus of the Study

Region Legal Framework | Key Developments (2018-2024) Focused  Auto Parts
on Parallel Imports Categories
Russia Legalized parallel | - Legalization as response to Western | Brake systems, filters,
imports in 2022 sanctions. lighting components, and
- Surge in imports from China; Chinese car sales | ECUs
in Russia increased from 9% to 57% market
share by 2024. Source
European Regional - Mixed enforcement across member states. | Brake systems, filters,
Union exhaustion model - Ongoing debates on harmonizing parallel | lighting components, and
import regulations. ECUs
United National exhaustion | - Strict controls on unauthorized imports. | Brake systems, filters,
States model - Enforcement through customs and legal actions | lighting components, and
to protect intellectual property rights. ECUs

3.4 Data Collection Procedures

The research employed multiple data collection
methods which aligned with the mixed-methods
research design. The research obtained crucial
information about auto part imports and market
prices and trade volumes through national customs
agencies and the UN Comtrade database and
industry-verified sources. The datasets underwent
multiple verification steps which included duplicate
removal and verification of irregular results and
verification of uniform formatting at different times
and locations.

The surveys for descriptive data collection were
distributed through online channels and automotive
service shops. The survey contained two types of
questions which required answer selection followed
by Likert-scale statements that measured consumer
product preferences and their opinions about product
authenticity and quality and their reactions to price
changes and their experiences with parallel products.

IRE 1708920

The research participants included both car owners
and people employed in automotive repair services.
The collected information remained anonymous
before being grouped into statistical software for
analysis to identify meaningful patterns.

The research included semi-structured interviews
with experts from supply chain management and
customs staff and legal scholars and auto parts
distributors and consumer protection supporters. The
interview guide maintained consistency between
interviews but enabled participants to explore new
topics and unexpected findings. The participants
chose between conducting interviews at the office or
participating in secure online interviews. We asked
participants for permission to record their talks which
we then transcribed accurately for future analysis.
The qualitative analysis through software application
enabled thematic coding to identify patterns in policy
implementation and enforcement methods and
industrial adjustments.
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This approach produces more robust findings which
encompass both significant economic patterns and
firsthand insights from parallel import industry
stakeholders.

3.5. Ethical Considerations

Standard ethical rules for human participant research
governed all procedures within this study. The
research team obtained informed consent from every
participant who took part in interviews and surveys
before starting data collection. All participants
received detailed information about the research
project along with its requirements and their expected
role in the study. The participants received this
information through their consent forms both at the
beginning of each interview and questionnaire
process. We maintained strict privacy measures to
protect all participant information. The processing
team removed personal details while the research
team stored the answers in secure facilities which
they restricted to authorized personnel. The
interviews  received complete  anonymization
treatment because no identifying information
appeared in the report or any related publications.

The study followed GDPR standards for data
protection whenever necessary during its execution.
The research data received proper handling and
storage under legal requirements while our electronic
files operated with encryption to block unauthorized
access. The study received approval from the
appropriate academic or institutional review board
which verified that all procedures maintained
integrity and complete transparency and respected
participants' rights. The research design incorporated
ethical safeguards that produced accurate results from
the collected data.

IVv. DISCUSSION

The research reveals that parallel imports present
various benefits and challenges based on the
geographical location together with product type and
stakeholder involvement. International sanctions led
Russia to establish legal parallel imports which
expanded access to spare parts for the country. The
correct inspection and control methods have become
more expensive due to this development. The
European Union’s parallel import approach failed to
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receive complete support from trading countries
because legal uncertainty created confusion about the
system. The government's decision to stop parallel
imports resulted in limited consumer choices and
controlled prices but achieved its main goal. The grey
market primarily distributes brake systems together
with filters and electronic control units which are
expensive and highly sought-after parts. Lower prices
entice buyers yet many shoppers remain unaware
about potential safety risks and compromised product
quality. Industry stakeholders face revenue loss and
brand damage as well as warranty problems from
parallel imports yet mechanics and independent
retailers view grey imports as a practical solution
during supply interruptions. The market rules and
company rights face a direct conflict with cost
reductions from parallel imports. Quick solutions
come with a need for universal regulations and
consumer education programs that will develop in the
long term.

4.1 Regional Implications of Parallel Imports

The research findings demonstrate that regional
responses toward parallel imports show major
differences between Russia and the EU and the
United States.

The Russian approach to parallel imports following
2022 led to an immediate rise in illegal imports
because of reduced regulatory oversight. Domestic
production became Russia's strategy to fulfill supply
requirements through sanctions but this strategy led
to more counterfeit problems alongside decreased
product quality.

The European Union enables parallel trade between
its member states but each country has its own
methods for enforcing these rules. Different countries
use either strict consumer protection measures or
flexible rules to enhance competition in their markets
(Dobrin & Chochia, 2016).

The U.S. maintains among the most stringent national
exhaustion policies in the world.

Sellers who maintained control over distribution have
preserved official supply channels while making
affordable products less accessible to buyers
according to Roy and Saggi (2012).
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Disrributbon OF GGrey Markel Impact By Sule Parts Category

Figure 1: Consumer Perceptions of Parallel-Imported
Auto Parts

4.2 Product-Specific Vulnerabilities

The pie chart constructed from survey and trade data
reveals that brake systems together with electronic
sensors/ECUs experience the most significant impact
from grey market activities at 30% and 22%
respectively. The unauthorized reproduction of these
components poses a serious threat because they hold
both high value and critical safety importance. The
high turnover rates and simple manufacturing process
of air and oil filters (20%) and lighting (18%) make
them vulnerable to parallel import practices. The
products that experience frequent replacement along
with simple duplication methods are at risk of
parallel import practices.

4.3 Consumer Behavior and Market Forces

People in regions with economic uncertainty or
inflation chose to purchase parallel imports mainly
because of rising prices according to survey
respondents. People who purchase these products
express doubts about their reliability and worry that
using them might invalidate their warranties
according to Huang et al. (2004) and Dehdashti
Shahrokh et al. (2018). Service providers adopted
parallel imports to reduce costs and maintain access
but faced challenges with matching and liability
issues.

The following flowchart demonstrates how different

stakeholders handle the opportunities and challenges
that parallel imports present:
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Figure 2: Stakeholder Responses to Parallel Imports
in the Auto Parts Market

The diagram illustrates how government agencies
together with manufacturers and retailers/mechanics
and consumers handle parallel imports through
regulatory frameworks and enforcement mechanisms
and their purchasing behavior.

4.5 Broader Economic and Policy Considerations

Studies have established that parallel import
promotes market competition and protects product
quality and safety standards and ownership rights
(Hwang et al., 2014; Berman, 2004). The numerous
differences in parallel import regulations across
countries create opportunities which the grey market
successfully exploits. The initial cost reduction of
liberal regimes through their first step creates
problems for domestic producers while leading to
market instability in the long run (Samiee, 1992).

CONCLUSION

The research draws its data from multiple mixed-
method sources across Russia and the European
Union and the United States to analyze parallel
imports' effects on the auto parts market. The
research findings reveal how parallel importation
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modifies market structures while influencing pricing
mechanisms and influencing key market participants'
conduct. The practice delivers economic benefits
with product accessibility to consumers yet creates
multiple regulatory and legal and monitoring issues
based on jurisdiction and product type. The actions of
together with laws and market
competition forces determine the outcomes of
parallel imports. The tendency of consumers to
choose lower prices over brand loyalty and safety
concerns creates difficulties for manufacturers and
sellers regarding their brand reputation and warranty
conflicts and revenue losses. The EU faces parallel

consumers

imports escaping legal consequences because its
enforcement practices are inconsistent.

State officials should establish equal protection for
intellectual property rights and market access for all
competitors. The combination of
regulations with uniform enforcement and consumer
market  understanding  reduces risks  while
maintaining benefits. Research should examine
parallel imports in additional industries and assess

equivalent

their long-term effects on automotive industry
development and sustainability.
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