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THE MODERN DEVELOPMENT VECTORS
OF CHINESE AUTOMOTIVE MARKET

The article examines the essence and aspects of the Chinese car market development. The
effect of this development on the structure of supply and demand for cars in different countries
is analyzed. The features of the government sponsorship policy for new energy vehicles are
characterized. It is estimated that China s automotive industry ranks the first place in the world
ranking for the number of manufactured and sold cars. The need to explore current tendencies
in Chinese automotive sector and its impact on the global car market in general has been
determined. There are made conclusions regarding measures to maintain China s position on the
global automotive market.

Key words: the automotive market of China, government sponsorship policy, subsidies, joint
ventures, new energy vehicles.

S1. B. Beaincbka, T. FO. @enopoBa. Tenaenuii po3BUTKy aBToM00i,ibHOr0 punky Kuraro

Ha cyyacnomy emani no2nubnenoeo po3gumky MidcHapOOHUX eKOHOMIYHUX 8iOHOCUH NOCMAE
numanns eusnavenns Kumaio ax 00020 3 1okomomuais enooanizayii ma ii npossis. Basciueumu
cxnadosumu yenixy Kumato € excnopm agmomo0inbHoi npodykyii, noxpawenms mpaucnopmuoi
iHGhpacmpykmypu, ineecmuyii 6 asmomodiIbHy RPOMUCIOBICMb MA OMPUMAHI nepesazu Nicis
scmyny 0o COT (Cseimogoi opeanizayii mopeieni).

Hapas3zi kumaiicoki Openou agmomobinie Kopucmyomscs 8eIUKUM NONUMOM HA 3AKOPOOHHUX
PUHKax ma 6 medicax camozo Kumarto, npu yvomy cnocmepicaemvcs 6anranc migc obcsieamu
npooasicie ma ONMUMATbLHUMU YIHAMU HA NPOOYKYIIO.

Kumaii sucmynae edunum natbinbuuum punkom OJisi 6a2amvox ceimosux Opendis, wo €
HACNIOKOM NpacHeHHs THO3eMHUX KOHKYpeHmie 3axpinumucbt Ha punky Kumaro 3a paxymox
nocmynosoi inmezpayii 3 MicyesuMu GUPOOHUKAMU.

Mema docnioxcenns: eusHauumu 0coonuocmi asmomoodinbroeo cekmopy Kumaro, npoanani-
3y6amu 11020 NOZUMUBHI A He2aMUBHI pUucu i 3anponoHyeamu UAXU GUPILLeHHs POOeM.

Y pobomi suxopucmani maxi memoou 00CAiONCeH s MEMOO CMAMUCIUYHUX OAHUX, MEMOO
eKcnepmHoi OYiHKU, Memoo CUCINEeMHO20 AHANI3Y.
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Kumaii éxooums y mpitiky ceimogux nioepis 3 upoOHUYmMea ma npooajicy agmomooinis,
suauno eunepedcaiouu CILIA ma AHnonito. Bapmo mnaconocumu, wjo ypso 6npogaoicye
AKMUBHY NOAIMUKY WOOO0 NIOMPUMKU PO3BUMKY aA8mMomodiibHo2o cekmopy Kumato, saxa
BKAIOUAE 3ACMOCYBAHNS NOOAMKOBUX NiNbe, CYOCUOIl, 3HUICEHHSI eKCHOPMHO20 K8ONYBAHHSL
Ma 3aay4eHnsi 0epHCAGHUX IHeecmuyitl OJisl po3WUpents 0a3u GUPOOHUYMEA «aA8MOMOODINIE
HOB020 NOKONIIHHAY.

Ilepeo asmomobinvrum cexkmopom Kumaio icHyoms neéHi BUKIUKU. WUUPOKT MIdNCPE2IOHANbHI
mopeogenvbri bap epu, sKi 3aXuniaroms MiCyegux UPOOHUKIE 810 KOHKYPEHYIL 3 OOKY IHO3EMHUX
Gipm; pusux sHaunux empam y npoyeci upoOHUYmMea ma npocy8aHHs NpOoOYyKyii, sKu
NOOLNAEMbCS HA CMPAMESIYHUL, CIMPYKMYPHUL, ONepayitiHuil [ KyIomypHUl.

Y emammi 0ocniooiceno cymnicmo ma acnekmu po3eumky asmomooinbrHozo punky Kumaro.
Ipoananizosano 6nius ybo2co po3GUMKY HA CIMPYKMYPY NORUMY i NPORO3UYI HA a8momMooLni
6 pisHux Kpainax ceimy. Oxapakmepuz08ano 0COOIUBOCMI OePHCAGHOI NOAIMUKU NIOMPUMKU
HOB020 enepeemuuno2o mpancnopmy. 3’acoeano, wo agmomodiibna 2anyss Kumaio satimac
nepuie micye y C6imoeomy peumuHey 3a KUlbKICmI0 GUPOOLEHUX [ NPOOaHUux aemomoOinis.
Busigneno neobxionicme oocnioumu cyuwachi menOeHyii pozeumxy aeémonpomy Kumaio i tio2o
6NIUG HA CBIMOBULL ABMOMOOIILHUN PUHOK V YLIOMY. 3pOOIeHO SUCHOBKU W00 3ax00i8 OJis
30epedcenns nozuyii Kumaro na ceimogomy puHky asmomo0diibHoi npooyKyii.

Knrouosi cnosa: asmomodinenuii punox Kumaio, Oepocasna noaimuka niompumKi,
cyocudy8anHsi, CNibHI NIONPUEMCIMEA, HOBI eHepeemUyHi MPAHCNOPMHI 3ACO0U.

The purpose of the study is to identify the features of China’s automotive market, analyze
its positive and negative characteristics and suggest ways to solve the problems.

The formulation of the problem. At the stage of in-depth international economic relations
development, the question of defining China as one of the globalization locomotives arises.
Essential components of China’s success are the export of car products, transport infrastructure
improvement, investment in the automotive industry and benefits gained since joining the WTO
(World Trade Organization).

At present, Chinese car brands are in great demand on foreign markets and within China
itself, with a balance between sales volumes and optimal product prices.

China is the single largest market for many global brands, which is a consequence of the
foreign competitors’ desire to gain a foothold in the Chinese market by means of gradual
integration with local manufacturers.

The analysis of recent research and publications. The works of the following scientists
are dedicated to the study of the Chinese car industry: Jin Chen, C.-Y. Cynthia Lin Lawell, Yuan
Chen, Yunshi Wang. Jin Chen considers the integration of China’s automotive companies with
European, American, Japanese and Korean car brands as one of the trends on the modern global
automotive market. He points out that in order to adapt to changing conditions on the Chinese car
market, European and American manufacturers, such as Volkswagen and General Motors, have
developed strategies, which are focused on compact cars with annual model range production
and purchase of separate parts from local suppliers.

Yunshi Wang, C.-Y. Cynthia Lin Lawell and Yuan Chen analyze the situation on the car market
of China and government policy controlling the operation activity of automotive enterprises, as
well as measures to encourage local manufacturers. In their work, they noted that Chinese vehicle
manufacturers can be divided into two types: manufacturers of indigenous brands such as BYD,
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Geely and Chery; and joint ventures between domestic and foreign manufacturers, such as
Shanghai Automotive Investment Company (SAIC) with Hyundai, Dongfeng with Honda, etc.
Researchers also signalize that market and non-market mechanisms are implemented in major
Chinese cities with vehicle licenses as the main way to deal with pollution and congestions.

Presentation of the main results and their justification. China is one of three global
leaders in car production and sales and significantly ahead of the USA and Japan (Figure 1).
Accordingly, the amount of cars manufactured in China was 25,721m units in 2019, which has
grown by 7,456m units for 10 years. Taking into consideration this fact, it is necessary to point
out, that Chinese automotive sector development is due to scientific and technical achievements
applying the experience of the Western European countries, the USA and Japan.

m2010
m2019

China The USA Japan

Fig. 1. The car production dynamics in the leading countries of the world in 2010-2019
(million units)
Source: formed according to [6].

The largest car manufacturers in China are Dongfeng Motors, Changan Automobile, FAW
Group, SAIC-Wuling Automobile-GM, Zhejiang Geely Holding Group, Great Wall Motors,
Byd Auto Co. Ltd., Brilliance Auto Group, Chery Automobile Company Ltd., Lifan Group
(Figure 2). The vehicle sales success of these companies is a consequence of the combination of
prudent government policy to support car industry development and tactical steps of companies,
relatively implemented to the production, marketing and management strategies.

It should be mentioned the important peculiarity. When entering the Chinese market, foreign
firms establish joint ventures with local companies, this allows the manufacturers in China to
gain access to new production technologies.

According to the policy governing the car market, local firms, on the one hand, can set
up joint ventures with several foreign companies. So, Dongfeng Motors works with Nissan,
Honda, Kia and PSA; Shanghai Auto cooperates with General Motors and Volkswagen. On the
other hand, a foreign carmaker is allowed to set up joint ventures with two Chinese automotive
companies. Accordingly, Honda cooperates with both Dongfeng Group and Guangzhou Auto;
Toyota cooperates with both FAW and Guangzhou Auto (Yuan Chen, C.-Y. Cynthia Lin Lawell,
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Yunshi Wang, 2020) [8]. Joint ventures with leading car firms are two-thirds of the passenger car

market, the rest are local brands.
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Fig. 2. The car sales volume of the largest Chinese manufacturers in 2019 (million units)

Source: formed according to [2; 4].

It should be noted, that the government pursues the active policy to support the development
of automotive sector in China, which includes the use of tax incentives, subsidies, reduced export
quotas and public investment to expand the production base of «new generation carsy.

Within the framework of this policy, China pays attention to new energy vehicles as one of
the overcoming environmental problems aspects (Figure 3). Thus, their sales in 2015 reached
295k units, in 2019 — 1,019m units and took China to a qualitatively new level. Experts predict

an increase in the number of sold cars to 1,508m units in 2022.
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Fig. 3. The production foresight of new energy vehicles in China from 2015 to 2022

(million units)
Source: formed according to [7, c. 6].
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Regarding to the approved plan, China continues the subsidies on purchase of new energy
cars until 2022 and tax exemption for two years. However, the subsidies will be provided when
purchasing passenger cars that cost less than 300k yuan ($ 42,376). Overall, China plans to reduce
the subsidies by 20 % to 2021 and 30 % to 2022, added the Ministry of Finance in China [1]. «At
the whole, the formal studies on NEV policy mainly focus on the two-way interaction between
two of the three aspects (technology, market, and policy), similar to how the customer demand
determines the policy and the decision role of technical efficiency to the market» (Peng Yu, Jian
Zhang, Defang Yang, Xin Lin, Tianying Xu, 2019, p. 3) [5].

Concerning the activity of enterprises, Chinese carmakers implement the promotion and
copycat strategies, which are focused on compact cars with limited bandwidth. «Chery, BYD
and Geely, which are «new big three», study the structure, functions and basic technologies
of foreign manufacturers using the observation and analysis method of components by means
of dismantling products» (Jin Chen, 2017, p. 250) [3]. After that these companies research the
information about the production methods, operating principles and drawings. When Chinese
manufacturers imitate foreign cars, they consider the terms of intellectual property registration
in advance to avoid lawsuits.

Another important aspect is marketing strategy realization, which is aimed at the fact that
consumers increasingly require additional connection to modern technologies, it represents the
growing integration of cars and the Internet navigation programs. It was estimated that in 2015
there were 600m people who used mobile phones in a car. It is forecast that by 2021 60 % of the
population will live in populous urban centers and need more connectivity with telecommunication
networks [7, p. 5]. Baidu, Alibaba and Tencent are reviewing their strategies on the automotive
market, and this process plays a considerable role in the design and application of digital marketing.
But, it is necessary to emphasize, there are challenges to the car sector in China:

1) interregional trade barriers, which protect local manufacturers from competition with
foreign firms — in this case joint ventures and national enterprises have major market shares in
the country of headquarters, than at the national level, beside this local protectionism, such as
subsidies for domestic brands, is a factor restricted automotive industry development in China;

2) the risk of significant losses in the process of production and product promotion, which is
divided into the strategic, structural, operational and cultural risks (Table 1).

Table 1
The kinds of losses risks at the car enterprises in China

Strategic Structural Operational Cultural
1) Presence in different 1) Too many locations; 1) Lack of know-how 1) Non-compliance
markets; 2) lack of the corporate  transfer in certain areas ~ with engineering
2) international control mechanism; (freezing); ethics;
expansion; 3) lack of proper 2) outsourcing without  2) large reliance on the
3) the cost of personnel management  understanding the historical experience of
improving production in different locations. consequences; cost understatement.
technology. 3) high transport costs

between subsidiaries;
4) lack of cost structure
transparency.

Source [7, c. 17].
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In order to solve the problems mentioned above, a number of the following steps are to be
carried out:

1) to look over the existing subsidy accrual system;

2) to modernize the business structure at the company level;

3) to determine new ways of increasing the benefits and cutting the costs.

Conclusions. The car market of China is the biggest market in the world and has enormous
potential for growth. Measures that are actively carried out by the government — investment,
subsidies, export stimulation - contribute to the new energy cars market development, which is
an indicator of the qualitative transition of the automotive industry to the modern standards of
quality, environmental friendliness and safety. Chinese companies rely on innovative research
and the introduction of the latest technologies to modernize car production and marketing, thus
ensuring the creation of «smart transport». However, there are negative trends such as excessive
domestic production subsidies, the trade barriers (quotas) and high cost of cars due to the
significant structural, operational and other costs in the production process. Therefore, domestic
companies have to give attention to such key aspects as rising brand competitiveness, giving
preference to electric and eco-cars, cost optimization through the modeling an optimal value
chain to keep the position on the global automotive market.

Further exploration on this topic is promising, because China’s car sector is rapidly developing
and encourages foreign counterparties to invest in this industry.
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5. B. Besmnckas, T. 10. ®énoposa. TenaeHuuu pa3sBuTis aBTOMOOMIBbHOIO phinka Kurtas

B cmamve uccnedosanvl CywHOCMb U ACHEKMbl PA3GUMUAL ABMOMODUTBHOSO PbIHKA
Kumasa. Ilpoananusuposano enusnue OAHHO20 pA36UmMus HA CMPYKmMypy cnpocd U
NpeonodiceHUss Ha asmomMooOuny 6 pasuvix cmpanax mupa. Oxapakmepuso8anvl 0cobeHHoCcmu
20CY0apCcmeeHHO NOAUMUKY NO00EPIICKU HOB020 dHepeemuiecko2o mpancnopma. Onpeoeneno,
umo asmomoounvhas ompacib Kumas sanumaem nepgoe mecmo 6 MUposom peumunze
N0 KOIUYUecmsy npou3ee0éHHbIX U NPOOAHHBIX asmomoobunel. Buiseiena neobxooumocmo
uccire0o8ams coepemenuvie meHOeHyuu pazeumus aemonpoma Kumas u eco enuanue Ha
MUPOBOT asmMoMoOUIbLHBLU pbIHOK 6 Yeaom. Coenanvl 8b1800bl KacamenbHo mep OJisl COXPAHeHUs
noaodicenusi Kumas na muposom puirke agmomoouibHou npooyKyuu.

Kniouesvie cnosa: asmomobunvhviti puinok Kumas, eocyoapcmeennas noaumuxa noo-
0eporcKu, cybcuouposane, CosmMecmHule npeonpusmus, Hogole IHepeemuyecKue mpaHcnopmmubsle
cpeocmaa.
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