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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.
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A. B. beainceka, T. 10. ®@enopora. TenneHuii po3BuTKY aBTOoM00iI6HOTO puHKY Knraro

Ha cyvacnomy emani no2nubienozo possumey MinCHApOOHUX eKOHOMIYHUX 6IOHOCUH NOCMAe
nUMAanHA susHavenHs Kumaio sx 00noeo 3 10koMmomusis enobaiizayii ma i nposagia. Baxciueumu
cruaoosumu yenixy Kumarw e excnopm asmomodijieHOl npooykyil, ROKpauwjeHHa mpancnopmHoi
iHgppacmpyxmypu, iHgecmuyii 6 asmomodijibHy NPOMUCIO8ICIL MA OMPUMAHI nepesazu Nicil
scmyny oo COT (Ceimosoi opeanizayii mopeigii).

Hapasi kumaticeki 6peHOU asmomobiiis KOpUCMyOmb st 8eJIUKUM HONUMOM HA 3GKOPOOHHUX
punkax ma ¢ mescax camoco Kumaio, npu yvomy cnocmepicacmocs bananc mione obesizamu
NPOOAdCI3 Mma ONMUMAIbHUMU YIHAMU HA NPOOYKYITO.

Kumaii sucmynae eounum Haiibinvuum punkom ot bazamvox cgimosux OpeHois, wo €
HACHIOKOM NPAsHEeHNS THOZEMHUX KOHKVpeHmis saxkpinumuce Ha punky Kumaio sa paxynox
nocmynosoi inmeapayii 3 Micyegumu supoOOHUKAMU.

Mema oocaioncennst: susnasumu ocobnusocmi asmomobiivhozo cexmopy Kumaio, npoanaii-
3y6amu Ho2o NOSWMUSHI Ma He2anusHi pUCH i 3anpONOHYSAMU WUISLXY SUDTULEHHS npoDieM.

YV pobomi euxopucmani maxi memoou OOCHORCECHHA. MEMOO CIMAMUCHUYHUX OGHUX, MEMOO
EKCHEPNHOT OYIHKU, MEMOO CUCIMEMHOZ0 QHANIZY.
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Kumati exooume y mpiticy ceimosux aiOepis 5 supobnuymeda ma npoouxrcy asmomobinis,
snauno  eunepeoscawydu CLIA ma Hnonin. Bupmo naconocumu, wo ypsa0 enposaoncye
aKmueny noaAimuKy woov niompumky possumky asmomobirenveo cexmopy Kumuaio, sxa
BKIOUUE UCHIOCYSURHA HOOUMKOSUX Niabe, cyOCuOill, SHUNCCHHA eKCHOPIHUZU KEOMYEUHH
ma 3uaAvHenHs Oepoicasiux insecmuyiil Onx posutupents busu supobrnuymea «asmomobinie
HOB0ZO NOKOATHHAD.

Hepeo asmomobinbrum cexmopom Kumaio icnyome nesHi sukiauku: wupoki mixcpeziondioni
mopevsesbri bup epu, SKI suxuydons Micyesux supobHUKIE 610 KOHKYPeHYIT 3 DOKY THOSEMHUX
Qipm, pusux spaunux empam v npoyeci eupobruymsd md npocyeanns npooykyil, sikull
ROOLICbL HU Crpame2ianull, crmpykmypruil, onepayiitnuti i kyaemypHuil.

Y emammi ovcaionceno cymuicme ma acnexmu possumiy asmomobinsrozo punky Kumawo.
Hpoananizosuno snius ybocv pOIGUMKY HU CIIPYKMypy nonumy i aponosuyil na asmomobiii
& pisnux xkpuainax ceimy. Oxapuxmepusosano ocobausvcmi Oepicasnol noaimuky niompumKu
HOBUZU €HEPZEMUIHOZO MPARCnopmy. 3 4cosano, wo asmomobisena eaiyse Kumaw safivae
nepute micye y ceimosomy pefimuney 3da kinokicmio supobienux i npooanux asmomobinis.
Busisneno neobxionicme ovcaioumu cyaachi menOenyil possumky asmonpomy Kumaio i floco
snaus Ha ceimosuil asmomobitbrull punok y yiaomy. 3pobneno sucnvsku wooo suxodis Ot
s30epencenms nosuyil Kumaio na ceimosomy punky agmomodinbHol npooyryii.

Kutouosi cuosa: asmomobinenuii punvk Kumaio, Oepocuasnu  noaimukd  niompumyi,
cybcuOysannst, cniseni nionpuemcmed, HOsI enepeemuyni mpancnopmai sacobu.

The purpose of the study is to identify the features of China’'s automotive market, analyze
its positive and negative characteristics and snggest 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 compeatitors’ 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: JTin Chen, C -Y. Cynthia Lin Lawell, Yinan
Chen, Yunshi Wang. Jin Chen considers the infegration of China’s automotive companies with
European, American, Japanese and Korean car brands as one of the trends on the modem global
antomotive market. He points ouf 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 strategizs, which are focused on compact cars with annual model range production
and purchasz of separate parts from local suppliers.

Yunshi Wang, C -Y. Cynthia Lin Lawell and Ynan Chen analyzz the situation on the car market
of China and government policy controlling the operation activity of anfomotive enterprises, as
well as measures to encourage local mamufacturers. In their work, they noted that Chinese vehicle
mamifacturers can be divided into two types: manufacturers of indigenous brands such as BYD,

Belinska Ya. V., Fedorova T. Yu. The Modern Development Vectors of Chinese Automotive Market



ISSN 2617-3932 Exonomiunnii sicuuk. Cepin: ¢pinancu, odiik, onoparkysauun. 2020. Bun. 6 15

Geely and Chery; and joint ventures between domestic and foreign manubacturers, 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 threz 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 25,72 1m 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 countrizs, the USA and Japan.

30 gl ‘ 25,721

w2010
2019

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 shonld be mentioned the important peculiarity. When entering the Chinese market, foreign
firms establish joint venturas with local companies, this allows the mamufacturers in China fo
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 antomotive
companies. Accordingly, Honda cooperates with both Dongfeng Group and Guangzhou Auto;
Toyota cooperates with both FAW and Guangzhon Auto (Yiian Chen, C.-¥Y. Cynthia Lin Lawell,

Belinska Ya. V., Fedorova 1. Yu. The Modern Development Vectors of Chingse Automotive Market



16 ISSN 2617-3932 Exouowiuunii sicnuk. Cepin: ¢inancu, oduik, onogarckysanus. 2020. Bun. 6

Yunshi Waung, 2020) [8]. Joiat ventures with leading car firus are two-thirds of the passenger car
market, the rest are local brands.

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

Fig. 2. The car sales volume of the largest Chinese manufacturers in 2019 (million units)
Source: formed according to [2; 4.

1t should be noted, that the govermmuent pursues the active policy to support the development
of antomotive sectorin China, which includes the use of tax incentives, subsidies, reduced export
quotas and public investment to expand the production base of «new generation cars».

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 umits, in 2019 - 1.O19m units and took China to a qualitatively new level. Experts predict
an increase in the number of sold cars to |.503m 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 ol 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 (tfechnology, 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 modemn 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. Tt 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) interregionai trade barriers. which protect local manmuracturers 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 antomotive industry development in China;

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

Table 1
The Kkinds 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
improving production
technology.

personnel management
in different locations.

understanding the
consequences;

3) high transport costs
between subsidiaries;
4) lack of cost structure
transparency.

historical experience of
cost understatement.

Source [7. ¢, 17],
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lu order to solve the problews mwentioned above, a nwnber 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 determing 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
poteutial for growth. Measures that are actively carried out by the govermuent — investient,
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 modemize 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 sncourages foreign counterparties to invest in this industry.

CIIUCOK BUKOPUCTAHUX /I’KEPEJI

1. Kurail uboro poky CKOPOTUTb CyQCHAll HA HOBI SHESPreTHYHI TPAHCHOOPTHI 3aC00H Ha
10 % Reuters. URL: https://www reutars com/article/ns-china-antos-electric-subsidies/china-
to-cut-new-energy-vehicle-subsidid-by-10-this-year-idUSKCN225177

2. Mpomaxi Geely cararots 2,178 mmw oa. y 2019 p. URL: https://www. just-auto.com/naws/
geely-sales-reach-2178-million-units-in-2019 id193036 aspx

3. Jxua Yens. Kwuralicbkmif aBTOMOOITPHHH PHHOK Ta cTparerii €BpoONmeHCBKHX,
AMCPHKAHCHKHX, SMOHCHKHX, KOPEHCHKHX Ta KHTAMCHKHUX ABTOBHPOOHUKIB. Mincnapoowui
gionocunu ma ouniomamis. 2017. Ne 5. C. 241-257. URL: https://www.davidpublisher.com/
Publiciploads/Contribute/595cal0ab34a7 pdf

4. Hattycrimnaimi Bupodrnkn asroModimis y Kurai. URL: https://www.toptengama com/
topten/car-manufacturers-china/#id- 1

5. Ien 1O, L3aap Yxan, Hdedanr Su, Cius Jline, Taasrors Cro. EBomromis kurafchekoi
1HAY CTpii HOBHX CHEPTCTHYHUX ABTOMODIIIIB 3 TOUKH 30Py TEXHIYHO-PHHKOBO -MOMITHIHOL 031
Cmitixicme. 2019, No 11, TIRL: httpe://woww. mdpi.com/2071-1050/11/6/1711 /htm

6. Craructuka BUPOOHUUTBA. MiscHapoona opeawizayis asmosgupobnuxis. URL: http://
www pica net/production-statistics/

7. Josimauk 3 aBroModineHOi mpomucioBocTi PwC (Bumammsa 2017). Kuradcekuit
ABTOMODITEHIHA PHHOK: cRixkw Tpancopwmanii. PwC. 2017. C. 38. URL: https://www pwiccn.
com/en/automotive/pwe-auto-industry-blue-book pdf

8. FOanp Yens, Cinrisa Jlin Jlayenn, FOrmi Ban. Kuralicbka aBTOMODITbHA TIPOMHCIIOBICTD
Ta nepskaBHA momituka. Kauigpopwiticexuii yrisepcumem y Jesici. 2020. C. 30. URL: http://
clinlawell.dyson.cornell.eduw/China_auto_mkt _JTRF_paper.pdf

Belinska Ya. V., Fedorova T. Yu. The Modern Development Vectors of Chinese Automotive Market


https://www.reuters.com/article/us-china-autos-electric-subsidies/china-to-cut-new-energy-vehicle-subsidid-by-10-this-year-idUSKCN225177
https://www.just-auto.com/news/
https://www.davidpublisher.com/
https://www.toptengama.com/
https://www.mdpi.com/2071-1050/11/6/1711/htm
http://www.oica.net/production-statistics/
https://www.pwccn

ISSN 2617-5932 Exouowiuunii sicunk. Cepin: pinancn, odiik, onosarkysanus. 2020. Bun. 6 19

REFERENCES

L. China to cut new euergy vehicle subsidies by 10 % this year. Keuters. (2020, April 23)
URL: https.//www.reuters. conv/article/us-china-autos-electric-subsidies/chira 1c-cut -uew-
cuergy -vehicle-subsidies-by-10-this-year-idUSKCN225177

2. Geely sales reach 2,178 willion units in 2019. (2020, Junuary 14). URL: https.//www.just-
auto.conv/news/geely -sales-reach-2178-million-units-in-2¢19_1d193026.aspx

3. Jin Chen. (2017). The Chinese Automobile Market and the Stategies of European,
American, Japanese, Korean and Chinese Auto Makers. International Relations and Diplomacy,
(5), 241-257. DOI: 10.17265/2328-2134/2017.05.001

4. Most Successtul Car Manufacturers in China. (2019). URL: https.//www.toptengaina. con/
toptew/car-manufacturers-chiva/#id-1

5. Peng Yu, Jian Zhang, Defang Yang, Xin Lin, Tianying Xu. (2019, March 21). The Evolution
ol Chiua’s New Energy Vehicle lndustry from the Perspective ol a Techuology--Market-Folicy
Framewotk. Sustainability, (11). DOIL: 10.3390/su11061711

6. Production statistics. [nternational organization of Motor Vehicle Manufucturers. (2019).
URL: http://www.oica.net/production-statistics/

7. PwC Automotive ludustrty Bluebook (2017 Edition). Ching Automotive Market:
Witnessing the Transformation. PwC. (2017). URL: https://www.pwcen conven/automotive/
pwe-auto-industry -blue-book. pdf

8. Yuan Chen, C.-Y. Cynthia Lin Lawell, Yunshi Wang. (2020). The Chinese Automobile
Industry and Govermment Policy. University of California at Davis, (30). URL: http://clinlawell
dy sow.comell.edu/China_auto_iukt JTRF paperpdf

A. B. Beannckas, T. FO. @énoposa. Teaneauun passurnst aBToMOOIILHOTO peika Knras

B cmamve ucciredosarivl CYIHOCMb U ACHEKIMblL  PAs6UImusdL asmomMobUIbLHO20 pbiHKa
Kumas.  [lpoananusupoeano  eiustHue OAHHOZ0  pAaseumus HA  CMPYKMYypy cnpocd i
l’lp@d/l()[)fCEHu}t Ha asmomoobui ¢ PA3HbIX CIMpARAX MUL'G. Oxapavcmepusz)gaHbl ocobennocmu
20CYOaPCMEEHHOT NOAUMUKY NOOOEPHCKU HOBOZ0 IHEPeMU4ecKoeo mpancnopma. Onpedeiero,
Ymo asmomobuibHas ompacite Kumas sanumaem nepeoe mecmo 6 MUpo8OM pe‘ﬂmw—tee
no  Koaudzemesy npousgebéHHblx u I’lp()aaHHblx asmomobuieli. Boissiena Heobxooumocme
UCCHIe006amv COBPEMEHHbIE m@Hd@Hlﬂ/lu paseumius Asmonpoma Kumas u ezo eiusnue na
MUPOBOT asmoMOOUIbHbLI PHIHOK 6 yeaom. COelansl 8bi600bl KACAMEIbHO MED OJist COXPAHEHUS
nojstoxcenust Kumas na MUPOBOM P'bIHKE asmomoOUILHON npudykuuu,

Kurouesvie ciosa: asmomobuivhulil peinok Kumas, 2ocyOapcmeennas noaumuxa noo-
a@p‘[)fCK'M cy6cudup06‘ahue, COBMECIHIHbIE npednpu}tmu}‘,. HOBbLE DHEPSEIMUYECKUE IMPAHCNOPIMHbIE
cpedcmec.

Cmamms Haoiifuwia 0o pedkonezii 17 sepecnst 2020 poxy
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