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Abstract

The Automobile Industry is a highly connected and greatly influential indus-
try. Same as the global international trade, it is an important channel to bring in
foreign exchange income and to expand the employment. The automobile cul-
ture, which has melted into the modern civilization, is an important power which
impels the society to progress. Modern car, as a high-tech carrier, is the channel
to improve the capability of independent innovation and to achieve significant
leaps in technological and industrial innovation.

In the course of development of the world automobile industry, the auto in-
dustry center has undergone transference from Europe to the United States, then
back to the Europe, and later from Europe to Japan. Now the fourth shift is be-
ing done from developed countries to developing countries, With the tide of eco-
nomic globalization, the world auto industry promoted by science and technology
is showing a general tendency of industry concentration, high technology, busi-
ness globalization and lean production,

The United States is the world’s recognized car Kingdom. Innovation is the
fundamental driving force for sustainable development and maintaining the status
of this Kingdom. Faced with economic globalization and national innovation com-
petition, the United States government has enhanced the importance of the auto-
mobile industry from a national economy issue to a strategic industry of national
political and economic security and implemented national innovative schemes to
promote the industry for the future occupation of the highest rank. From the
HEV (Hybrid-Electric Vehicle) to the PNGV (Partnership for a New Generation
of Vehicles), then to the Freedom CAR (Free Cooperative Automotive Re-
search) and the HFI (Hydrogen Fuel Development Plan), the U. S. auto indus-
try experienced a series of prolonged, large-scaled and high leveled innovation
campaigns. The smooth implementation of these national strategies is the joint
achievement of government, enterprises, research organizations as well as the in-
tegration of industrial technology, mechanism and management.

The Japanese auto industry, which experienced four stages; the introduction
and assimilation in the 1950s, growth and development in thel960s, independent
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innovation in the 1970s and overseas expansion in the 1980s has created a prece-
dent for other nations’ auto industry to catch up from behind. The Japanese auto
industry’s road to success is a typical “introducing innovative” development
mode. In order to be able 10 introduce the technology for rapid digestion, absorp-
tion and innovation, and development of its own unique technological advanta-
ges. First of all, the Japanese government has worked out a series of policies and
regulations to protect and support the auto industry. Also, it actively promotes
cooperation and exchange among industries, universities, and government, and
establishes a good environment and mechanism for innovation. SecondLY, enter-
prises strengthen research and development investment and promote “people-ori-
ented” and “lean production”, innovative concepts and cultivate their core compe-
tencies. Thirdly, it established the industry alliance between the auto parts en-
terprises and the whole auto enterprises, and implemented a parallel engineering
system to form the network system.

After the stages of auto parts assembly in the 1960s and the independent in-
novation in the 1970s, Korea has become the world’s fifth largest auto-producing
country in the world, which is an example of the rapid development of the auto-
mobile industry. Hyundai Motor Company cooperated with Ford from 1967 to
1973. Its “Pony” exported overseas from 1974 to 1983 and its product entered
American market successfully in 1983. It has had the sixth largest sales in the
global auto market through cooperation, innovation and expansion. So it has fin-
ished technology leap development successfully, which can be said to be a micro-
cosm of South Korea's auto industry development., Hyundai Motor Company
tries its best to create its own brand, promotes product made domestically and in-
sists on the combination of introduction of innovation and self-innovation, The
South Korean government formulated policies, implemented national import bar-
riers for the automobile industry to support its own industry, encouraged learn-
ing from advanced experience of foreign countries and the core technology, en-
couraged enterprises to take part in the competition overseas and forced realiza-
tion of auto made domestically., South Korea promoted national sentiment and
encouraged Korean people to buy its own-made cars to protect its auto market.

China’s auto industry, after years of development, accomplished remarkable
achievements in terms of scale, structure and efficiency. In 2004, China’s auto-
mobile output exceeded five million, been the fourth highest in the world, with a

passenger automobile output of 45, 7% over the total output and the develop-
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ment of competing commercial vehicles, The Industry system is being improved.
It has the obvious cost-leading advantage and a huge potential in market demand.
However, China’s auto industry is scattered (the degree of industrial concentra-
tion CR458% lower than that of Japan and 77%), foreign enterprises have seg-
mented and monopolized the domestic auto market, while the independent auto
brands only have a market share of only 19%. We export low value autos (as a
percentage of exports of goods, 76% of the average price of only 5, 200 U. S.
dollars), but import high value autos (85% of the total imports of cars reached
28, 200 U. S. dollars).

China’s automobile industry began to develop with the establishment of Chi-
na FAW Group Corporation. Why is it not able to develop independently 50 years
later? Why does the auto industry output value accounts for 5.1% of the
country’s industrial output value but lack of competencies in the world? From
strategy and policy aspects, it is mainly because we did not develop scale econo-
my in China FAW Group Corporation. We did not insist on deepening the self-
leading strategy in Dong Feng Automotive Corporation. We only introduced ad-
vanced technologies but had no innovation (in 2004, R & D accounted for only
1. 4% of sales, calculated in terms of technical contribution Solow residual value
of only 16%).

To sum up the process of the world’s auto industry development, industrial
development model basically can be divided into three types: complete import,
dependant industry and self-leading industry. Complete import and dependant in-
dustry are not suitable for China’s national conditions. Self-leading is the right
choice for the development of China’s automobile industry. Self-leading develop-
ment must have its own intellectual knowledge, brand and strategies of develop-
ment. This requires a national project. A national strategic project for the
country’s political and economic development has an important strategic signifi-
cance. The success of the project will give a strong impetus to an industry and
even the entire national economic takeoff, For instance, America’s “Manhattan
Project”, “Apollo Lunar Landing Program”, the “Star Wars” program, and “In-
formation Superhighway”, in which technology and industrial development in the
United States had played a tremendous role. China’s “Two Bombs and One Satel-
lite” project in 1950s-1960s had an impact on strengthening our country’s interna-
tional status. In recent years, our nation is lack of an integrated leading project.

It is urgent for us to implement “National Automotive Innovation Project” with-
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out delay.

State automobile innovation project (National Automotive Innovation Pro-
ject), focuses on the Chinese auto technology innovation, system innovation, and
environmental innovation, The State Council directly leads the organization
which consists of industries, universities, government and research institutions.
It will invest 500-800 million RMB in five to ten years. Seizing the opportunity of
automotive technology transformation, and relying on existing automotive tech-
nology infrastructure and high-tech advantage, through strong financial support
and the scientific organizing and management, concentrating national technologi-
cal strength and resources, NAIP tries to achieve some research breakthroughs,
make a world-class progress in some fields and owns the intellectual property ve-
hicle technologies. Only in this way, will we seize the highest place in a new
round of the world auto industry competition. It is a system engineering of tech-
nology breakthrough and industry advancement cross departments, regions and
borders.

The implementation of the NAIPt can be summarized as follows: unified
leadership of the State Council, construction of two platforms (the technical in-
novation platform and the management innovation platform), distinction of three
levels (new generation of automobiles, traditional middle and low level cars and
economic vehicles), transforming four models (foreign-capital-oriented, state-
capital-oriented, foreign-capital-holding and Chinese-capital-holding ), and
strengthening the six supporting force (policy support, market support, human
support, finance support, project support and the industry base support). All
the levels interact and support themselves mutually to form a complete, workable
strategy model structure.

International experience shows that the technical capability must be brought
about by itself through study assimilation and continuous innovation. The sys-
tematical implementation of National Automotive Innovation Project aims at nur-
turing the ability in the auto industry. It is not only necessary but also feasible
for the emergence and development of China’s automobile industry, national
prosperity and enhancement of the international status in the new century. So it
has great strategic significance.
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