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Abstract

This report has used the Theory of Comparative Advantages that Professor Lin Yifu, an economist, has consistently em-
phasized, to investigate and research China’s automobile industry’ s policies, models and strategies under the economic globaliza-
tion, by analyzing evidence, standards, comparisons, statistics, history and systems. The conclusions are as follows:

The Theory of Comparative Advantages is crucial 1o the development of the economy all over the world. 1t is even more
crucial in accordance with developing countries when they sclect their industry development strategies. Those who, regardless of
the comparative advantages, concentrated on the competitive advantages alone, usually developed heavy industry in advance, al-
most all of which ended up with heavy losses. China was a typical example of this before its reform. The Theory of Comparative
Advantages is not out of date under the eponomic globalizalion; on the contrary, it has been given more fresh explanatary abili-
ties. Based on the comparative advantages, it is more helpful 1o improve a country’s elemental endowments and industrial struc-
tures, and to gain gradually the competitive advantages as well.

The reason why China's automobile industry is less developed is that the overstep strategy is against the principle of the
comparative advantages, which has resulred in (he industry’s lacking of the elemental endowments and the difficulties to change
the situation for a long time. Evolutionary reform has kicked the overstep strategy out of the market gradually. Meanwhile, the
elemental endowments’ advantages have been showing in the procedure of mmproving the automobile industry. However, the el-
emental endowments are still increasing slowly due to the government control and consumption policies. The only way (o get rid
of the comparative disadvantages in developing China’ s automobile industry, is to join the internaticnal sutomobile industry sys-
temn with an open mind, 56 as 10 increase the elemental endowments while competing and cooperating with other competitive
counties in the automobile industry.

The analysis on the international experiences has proved that the elemental endowments are the initial requirements and fi-
nal factors in deciding the development of a country’s automobile industry. Only by breaking the government control and giving
fult play to the comparative advantages, can we increase the elemental endowments and realize their combination with the devel-
opment of the automobile industry. China, with the world’s largest population and huge potential markets, is now in its middle
period of industrialization. We have the precious comparative advantages and afterwards advantages to develop the automobile
industry. If these advantages are well developed, it is very hopeful that China will have its integration advantages, and will
make itself one of the centers of the world' s automebile manufacturing industry in about ten years. At that time, the autemobile
industry”s motive force will he more tangible in promoting China’s economic development and social constructions of a relative
cordortable life.

If China wants to compete in the world, it is very necessary to develop its autemobile industry, because of its heading posi-
tion and comprehensive achievement. 1t is also very necessary to choose the model of "the opening and competing” for a large
country with comparative advantages as the automobile industry’ s growing way. The government should, therefore, readjust
the organization, capital, technology, consumption and coardinated policies in the automobile industry, and set up new policies
to guarantee a fair, open and bigh efficiency market. A well — prepared market system and arrangement shall speed up the pace
from the comparative advantages to the competitive advantages in China’s automobile industry, and make it eventually succeed
in the world's competition,

Key words;
comparative advantages, elemental endowments, economic globalization, the autcmobile industry’s policy, choice of mod-
el, the readjustruent of policy
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