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Definition of Auto Industry in China

Auto Industry

Auto Manufacturers Parts manufacturers
Other Related 

enterprises

70% of the top 100 auto parts suppliers in 
the world have presence in China.

There are about 1200 foreign-funded or 
jointly-invested auto spare parts 
manufacturers in China. These enterprises 
hold 50% the market share. Among them 
there are some world famous brands, 
such as DELPHI, BOSCH, VISTEON, 
ISTEON, VALEO, DENSO, MARELLI and 
WANXIANG,etc.

There are about 5000 domestic spare 
parts manufacturers. 

In 2005,There are more 
than 100 auto 
manufacturers in China 
with the ”Five Biggs” & 
“Ten Smalls” as the 
leading roles, the top 15 
enterprises accounts for 
90% market share. 

Include such auto-
related industries as 
Auto repair, Road 
transportation, Auto 
insurance, Auto 
finance and Auto 
rental. 
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Overview of the Development of Auto Industry 

unit (Ten thousand units
)

China’s auto production and Growth rate (2003-2005)

In the year of 2002 and 2003,auto 
industry grew very fast, because 
of  the huge customer demands 
for private automobiles 
accumulated prior to 2000. 

In 2005, China’s auto industry 
growth smoothly. The automobile 
production in 2005 reached 5.6 
million units, with a year-on-year 
growth rate of 10.5%.

In the year of 2002 and 2003,auto 
industry grew very fast, because 
of  the huge customer demands 
for private automobiles 
accumulated prior to 2000. 

In 2005, China’s auto industry 
growth smoothly. The automobile 
production in 2005 reached 5.6 
million units, with a year-on-year 
growth rate of 10.5%.

2003~2005 Development of Auto industry

Performance of the Auto Industry in the first half of 2005
After the booming of the auto 
industry in 2002~2003, nowadays, 
The profit margin of auto industry 
is gradually dropping to  the 
average profit level of 
manufacturing industry . 

In  first half of 2005, the revenue 
of Auto industry is 4.72%, and the 
profit drop 48.83%, to 21.6 billion 
RMB.
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The profit margin of auto industry 
is gradually dropping to  the 
average profit level of 
manufacturing industry . 

In  first half of 2005, the revenue 
of Auto industry is 4.72%, and the 
profit drop 48.83%, to 21.6 billion 
RMB.
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Factors Influencing  the  Development of Auto Industry 

In 2005, the energy strain caused the 
skyscraping prices for such raw materials as 
oil, iron & steel, power. This situation 
restrained the market demands for 
automobiles, especially the family cars to 
some extent. 

Auto Industry

In 2005, several policies, such as 
“Implementation Methods for Auto Sales 
Management”, “Auto Trade Policies” and the 
policies on taxes of imported automobiles, were 
officially issued. These policies regulate the auto 
industry in terms of both production sector and 
circulation sector. 

From 2003 to 2005, China’s economy 
maintained high growth rate for three 
consecutive years. In 2006, China economy 
will keep steadily growth, helping 
development of the automobile market, 
especially, the family car market。

In 2005, there are some case                          
about mergers and acquisitions  in China’s 
auto industry, especially for small 
enterprises. In 2006, the Auto 
manufacturers will face hard competition. 

China’s  economy will keep steadily growingChina’s  economy will keep steadily growing

Competition and restructuringCompetition and restructuring high price of energyhigh price of energy

Regulatory framework of Auto IndustryRegulatory framework of Auto Industry
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Challenges of China’s Auto Industry

Post WTO

Production capacity 
oversupplied 

Since the year of 2006, in order to fulfill the WTO commitments, great changes 
will take place in China’s auto market.  Lowering of the duties and canceling of 
importation quota will impose great impact on the prices of automobiles in 
domestic auto market. China’s auto market should be opened more widely. The 
international competition will greatly influence domestic markets 

Currently, China’s auto industry has a production capacity of 8 million units/year, 
an under-construction production capacity of 2.2 million. Upon completion, the 
accumulated production capacity will reach 10.20 million units/year. Production 
capacity is more over the market demands.

High costs and
declining profits

The Costs for China’s auto manufacturers are still high. From January to October, 
2005, compared with the same period last year, the major economic indexes in 
China's auto industry, The revenue of products grew slightly; the profits dropped. 

Nowadays, energy strain is a kind of threat facing each country, but the Auto 
industry face more challenges than others. The high energy price will add the 
manufacturing cost, and reduce the market demand.

Energy strain
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Development of IT Applications in Auto Industry

1980

IT applications for
R & D

CAD, CAM and CAE, 
applications of the 
simulation and 
analysis software 
for automobile 
design

IT applications for 
manufacturing

CIMS, Digital 
Control System, 
Plant Management 
System and 
Financial 
management

the IT applications, 
such as ERP, E-
business,SCM  are 
developing fast

IT applications for 
management

After  the big 
automobile 
manufacturers, 
the IT is further 
implemented 
over the entire 
value chain of 
auto industry

20051990 2000
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The Current Situation of IT Applications in Auto Industry

3.6%Matured applications

Integration between IT and 
Business

Single application

Network infrastructure

No 
applications

5.2 %

10.3%

23.5%

28.6%

18.3%

10.5%

Most China’s automobile 
manufacturers are in the 
stage of system 
construction and the stage 
of system integration

Proportion of the enterprises 
involved

Integration of system

Construction of systems

Phases of IT applications
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IT investment in Auto industry

14.20 15.89 17.78

7.68
9.46

11.744.30

5.08

6.13

2004 2005

Hardware

Software

Services

30.43

35.65

100%= 26.2

2006

16.1%

17.2%
Unit: RMB 100 
million Yuan

Growth rate
(06/05)

20.7%

24.1%

11.9%

In 2006, the growth rate 
for software and 
services will be two 
times than that for 
hardware 

Management software 
and middleware software 
shall be two kinds of 
fastest-growing products 
in 2006

Investment on storage 
devices, information 
security devices will 
growth fast
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The Procurement Processes for IT Systems in Auto Industry
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Four Features of IT Applications in Auto Industry

1

2

3

4

CAD/CAM/CAE are 
widely-used, the 
penetration of PDM/PLM 
is much higher than 
other industry

Four Features

ERP systems have been 
widely applied in large 
automobile enterprises and 
large parts manufacturers. 
The IT applications are being 
extended towards the 
upstream and downstream of 
the value chain  IT systems in R&D, production 

and management  department 
will be gradually integrated. 
The auto company want to 
achieve competitive edge by 
allied IT technologies and 
businesses International PDM/PLM 

and ERP providers hold 
predominate   position in 
IT applications in large 
auto enterprises
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The Common IT Architecture in China Auto Industry 

Networks Servers Storage OS Database

R & D

CAD
CAM
PDM
Simulation 
PLM

Supply chain 
management
E-
procurement 
platform
Inventory 
Management

ERP
Plant 
management
Financial 
management

CRM
E-business 
platform

Procurement Production Sales

BI/OA/Portals Through OA, portals and BI 
system, the unified information 
and data can be achieved

The specific solutions will be 
implemented in each process of 
an auto enterprise, finally use IT  
throughout all business processes 
of the enterprise

So far, the IT infrastructures 
for automobile enterprises 
have come into being. 

The IT infrastructures for 
small and medium-sized 
enterprises automobile are 
under construction
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The key IT Systems Established in Auto Industry

Key IT system The major business challenges need to be 
addressed 

ERP system Standardizing the business operations and 
improving the efficiency 

Production & manufacturing system Establishing agile manufacturing environment

SCM/E-procurement system Reducing the procurement costs

CRM system Increasing customer satisfaction 

Sales management system (E-
business) Strengthening sales competence

PDM/PLM Speeding up going-to –market of new products

OA system Improving the work efficiency
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IT Applications in the larger Enterprises in Auto Industry

Shanghai 
GM

Currently, PDM, ERP, DMS, CRM and SCM have been implemented. Shanghai GM has successively 
deployed and integrated the new system in its three automobile manufacturing bases: Shanghai GM 
Dengue Motors Co., Ltd based in Yantai, Shanghai GM Banishing Motors Co., Ltd based in Shenyang
and the south production base of Shanghai GM in Jinqiao,Shanghai. 

FAW 
Volkswagen

FAW Volkswagen took the lead in implementation SAP/R3, in  production, 
procurement, finance, sales and spare parts management. Now, both CRM and SCM 
have been set up. 

Jianghuai
Auto
(JAC)

At present, CAD, CAPP, CAE and PDM have been put into operation. The ERP system has been 
deployed in two branches. The ERP technology shall be widely used to cover supply chain 
management and E-business. 

Chang’an
Auto

The E-business suite from Oracle has been applied. A complete set of Oracle products, 
including Oracle9i database, ERP, CRM and SCM, have been used. 

Beijing 
Futian
Auto 

Now, the small sales system has been set up. In 2005, some IT application projects (such as PDM) 
have been piloted while continued to strengthen construction of IT infrastructure. In 2006, Beijing 
Futian Auto will build the overall platform for IT applications (including such systems as ERP, CRM, 
PDM). 
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Analysis of  IT Markets in Auto Industry

Large 
automobile 

manufacturers

Large parts 
manufacturers

Automobile 
service 

enterprises

Small  parts 
manufacturers

Medium-sized 
automobile 

manufacturers
Medium-sized 

parts 
manufacturers

In the large automobile 
and parts 
manufacturers ,  the IT 
applications were fully 
developed, the 
concentration rate of 
the market is very high. 
Some international 
vendors, such as SAP, 
Oracle, QAD and UGS 
and so on, play leading 
role in the market. 
However, the growth 
rate of the marker is 
slowing down

The IT market of small 
and medium-sized auto 
enterprises will be 
developed faster in 
upcoming several years. 
Now, the market is still 
comparatively 
scattering, the 
potentials for the 
market will be very  
huge 

G
row

th R
ate

Concentration rate of market
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Market Opportunities for Key IT Systems

OA system

CRM

PDM/PLM

SCM

ERP

SCM
Production & 

manufacturing 
system

RMB 200 M

Sales 
management 

system

Such companies as 
UGS、PTC, etc. have 
preliminarily won the 
competitive edge The small and 

medium-sized auto 
enterprises shall 
be the new market 
opportunities 

G
row

th R
ate

20%

Market size
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