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Automotive industry, a growing sector 
 
By Saro Capozzoli, Beniamino Bruno – Jesa 
 
The global automotive industry has experienced a developing tendency: 
combination, reorganization, internationalization, and merging
in China, the need to rethink a strategy appears more and more u
gent. 
 
Due to both the high competitiveness of Chinese companies and their 
capability of selling also in low-profitable markets, there is therefore a 
need to reconfigure market strategies as well as products
order to survive. 
 
Some big companies seem to have found a solution to this problem 
business combination. For example, it is possible to consider
Chrysler or Nissan and Mitsubishi. In a mid-term perspective,
the Chinese automotive industry will likely be dominated by a few big 
players. 
This kind of solution seems to be efficient for big companies, and even 
more efficient for the small-medium carmakers or components 
ducers: if grouped together, they acquire strength and ke
market share safe and solid. 
 
As shown by the following data, there are large profit margins for 
Western companies which operate in the Chinese market, es
for low-emissions carmakers. 
 
 

  YOUR PARTNER IN FAST GROWING COUNTRIES
  

Management Co. ,Ltd. ,House 4,Lane 112,  FenYang Rd. ,  200031 Shanghai ,  China 
,  Fax  +86 21 62880072 Emai l :  in fo@jesa.com.cn,  Webs i te:  www.jesa.com.cn

developing tendency: 
, and merging. And, 

in China, the need to rethink a strategy appears more and more ur-

high competitiveness of Chinese companies and their 
profitable markets, there is therefore a 

s well as products’ offers in 

solution to this problem in 
For example, it is possible to consider Fiat and 

term perspective, in fact, 
the Chinese automotive industry will likely be dominated by a few big 

This kind of solution seems to be efficient for big companies, and even 
carmakers or components pro-

and keep their 

e are large profit margins for 
estern companies which operate in the Chinese market, especially 

Nowadays, the Chinese automotive market is the first largest in the 
world with more than 21 million cars produced per year
market is second largest, holding a production that exceeds 16 million 
units, followed by the United States and Japan.
 
Among the Chinese bigger producers are BYD, Bejing Automotive, 
SAIC Motor, JAC, Donfeng Motor, while the largest foreign companies 
with offices or exporting to China are Volkswagen Group, Gene
Motors, Ford and Mercedes Benz. 
 
Contrary to what one might think, the automotive market
dominated by European and American companies that over the years 
have succeed to gain a consistent market share, building
models and adjusting to the Asian market. As you can see from this 
chart, the market is basically fragmented. Volkswagen Group is the 
market leader with a market share of 7.8% followed by Ge
and the Chinese group Dongfeng Motors. 
 

The Chinese car market - after a slight decline at the beginning of 2015
- has increased considerably and is expected to keep this positive trend 
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throughout 2016-2019. For the first two months of 2016 the 
cars sold in China has reached 4.087 million units, 4.4% higher than 
the corresponding period from last year. 
This strong growth is largely due by a tax reduction for small cars
production (less than 1.6 cm3/ litre) and for hybrid cars. The benef
ciaries, in fact, were the companies whose production focuses on 
models of subcompacts and family cars. Toyota Motor Corp
Motor Co. have been the industry leaders for sales and production 
during first quarter of 2016. 
Toyota sold 291,000 cars between January and March, increasing the 
sales by 28% over the same period in 2015. Ford’s sales
+14%, over the previous year, thus reaching 314.454 units 
 
In this regard, the Senior Manager of Toyota China said 
were achieved thanks to the small to mid-sized car sales as the Corolla 
Levin and Hybrid models. 
According to MarketLine, the Chinese automotive industry 
at an average rate of 12% during the past 4 years, surpassing 
- the threshold of 20 million cars sold annually.  

 
 
 

 Cars unit (thousands) %Growth 
2010 13897,10 - 
2011 14485,30 4,20% 
2012 15523,70 7,20% 
2013 18084,20 16,50% 
2014 19919,80 10,20% 
2015 21146,30 6% 
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Compared with European production, that seems to have 
growth at 16 million units, the Chinese production follows a positive 
trend that is supported by both the increase in per capita wealth of the 
population and the big government incentives
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As previously mentioned and stated by Zhang Yu, General Manager of 
Automotive Foresight (Shanghai) Co., the peak of auto sales that 
occurred during the last period was mainly due to the government’s aid 
on tax reduction for the automotive companies. 
The cut, announced in September 2015, has been applied to the 
purchase tax on vehicles with a cylinder capacity of less than 1.6 cm3/ 
litre. The tax reduction is effective starting from October 1st, 2015 and 
will be effective until the end of 2016, the date for which it is expected 
a stabilization of the market growth. Moreover, the government has 
prohibited local jurisdictions to impose restrictions on purchases of 
electric cars and to keep promoting the purchase of environmentally 
friendly vehicles and the development of ever more efficient and en-
vironmentally friendly batteries. 
 
The chart below shows in green the sales trends that occurred after the 
reduction of purchase tax. Note that the extremely low level of sales in 
February is due to the Chinese New Year Festival, in which Chinese 
people prefer to spend their wages and savings in food and gifts. 
 

 

The emerging market of Electric Cars 
 

With the objective of creating a better environment, China is deter-
mined to become the leading nation in the field of electric cars. 
 
Many are the plans for supporting the production and innovation of 
Sustainable industry. Among them, there is the “Shanghai plan” which 
aims to install 210,000 electric outlets to recharge cars and motorcy-
cles as well as to let cars recharge a point ratio of 1:7 by 2020. So far, 
the installed electric outlets account for more than 21,700 - around 
half of the 57,000 electric cars (source: CAAM). 
As reported by CAAM statistics, in January and February 2016 the 
production of cars with new, more environmentally friendly propulsion 
models (electric, hybrid) have almost reached 38,000 units, about 1.7 
times more than the same period in 2015. 
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200 service stations for electric cars to arrive this year in 
Chongqing  
 
According to what declared by Lifan, a SUV producer, there will be 
more than 200 service stations for electric cars by the end of 2016. 
These service stations work by providing a battery change instead of a 
recharging-method. According to the municipality’s urban planning, 
more than 30 public stations will be installed in the central urban area: 
which means at least one station in each county. 
 
Now it is up to automakers to take the challenge and meet the growing 
demand of the market by innovating cars with fore front, efficient and 
environmentally friendly models. 
 
For the future, we can expect strong competition by innovation that 
will lead to more sustainable solutions while ensuring high levels of 
quality and safety. Who will be the new leaders on the automotive 
market? It can’t be predicted today. The only aspect which is almost 
sure is that, in a few years, there will be a strong commitment by all 
major companies to develop prototypes more and more advanced as 
well as offering solutions in line with this century’s eco-friendly trend.  
That is: the world of cars is radically and permanently changing by 
giving primary emphasis to the environment. The battle among car 
manufacturers no longer relies on the car’s performance in terms of 
speed and fuel consumption, but in the impact these have on the 
planet and on our health. People should welcome the changes that this 
eco revolution will bring. 
 
 
 

China’s Agricultural Modernization 
 
By Saro Capozzoli, Lorenzo Bruschetti – Jesa 
 
It has started in 2015, thanks to the Party’s new key policies, the focus 

of China on issuing several reforms to incentive the agricultural sector 

modernization. Given its main role within China’s economy, the de-

velopment of agriculture has primary importance. The country is 

therefore subsidizing the sector’s consolidation as well as trying to 

keep farmers’ income sufficient. For the next 12 years, the document 

published by the Government, called Central Document N. 1, will be 

concentrating on this sector and its related issues, particularly em-

phasising 5 aspects and 32 points that are related with 3 specific main 

areas: 

- Agriculture;  

- Rural zones; 

- Farmers. 
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Generally, the document brings up several challenges the Chinese 

agricultural system is currently facing. The challenges start from the 

steep increase in production costs, lack of resources, extreme de-

ployment of lands as well as the worsening of air pollution. Considering 

this, the reform urges the country for a total shift towards a new 

system based on the agriculture’s modernization. By setting this goal 

as one of the sector’s cornerstones, the Party aims not only at in-

creasing levels of quality and quantity in the sector’s outputs, but also 

at increasing safety levels of agriculture products and machines.  

 

Therefore, the country needs to commit on different activities in order 

to:  

- Accepting foreign technical-scientific innovations; 

- Increasing agricultural policies’ efficiency and efficacy;  

- Enhancing support mechanisms for prices and farmers’ income. 

 

Furthermore, the document points out that the rapid construction of 

infrastructures should be a key point in order to encourage the public 

services’ development as well as to increase investments’ rates in rural 

areas. In addition, a whole set of reforms will go along: financial, legal, 

the ones related to private property and to the proper conservation of 

water and forests. Hopefully, they will strengthen the entire system, 

thanks to the development of a new management model. 

 

Given these premises, the Agricultural Machinery and Food Safety 

industries are becoming more and more valuable for the Middle 

Kingdom. In fact, farmers still represent the major part of Chinese 

population and, therefore, it is undoubted that the primary sector is, 

even if in a continuously lower measure, one of the most important 

sectors for China’s economy. Nevertheless, the exodus from rural 

areas to urban zones has lead to a reduction in the agricultural labour 

force. As a result, the demand of modern agricultural machines has 

increased.  

 

As for 2014, the automation rate within the agricultural sector has 

globally reached 61%. As a matter of fact, 92% of wheat production is 

mechanized, as more than 38% of rice seeding and 56% of corn 

harvesting (while in 2008 this was stationary at 10.6% mechanization 

rate). Particularly, approximately 150 million hectares are nowadays 

turned over mechanically, but machines have taken over also in dif-

ferent agricultural operations. 

 
Looking closely at figures, according to the “Global Agriculture and 
Farm Machinery Market 2015-2022” published by Transparency 
Market Research, data regarding the sector are remarkable: the 
market will be worth more than USD 281 billion by 2022 (approxi-
mately as double as its current value, which is estimated to be around 
USD 144 billion), with an 8.7% of Compound Annual Growth Rate 
(CAGR). Even though the current Chinese agricultural machinery 
market value is worth USD 16 billion (2014), it is predicted to grow at 
a faster and higher rate if compared with the global market thanks to 
future subsidies and means of support from the State (even larger than 
those given in previous years). 
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Chinese authorities have indeed started to allocate huge amounts in 

investments for the development of agriculture related technologies, 

even pushing for the utilization of biotechnologies. Despite the fact 

that China is one of the front-line countries when it comes to bio-

technologies, since they help the country in solving problems related to 

overpopulation, food supply, health and environmental protection, it is 

not the same scenario for what concerns agricultural machinery.  

 

Remarkably, the fact that this sector has been included in the “Made in 

China 2025” 10-year plan should drive attention on the great oppor-

tunities Western companies can have. Indeed, the graph below shows 

the agricultural machineries state subsidies’ growth rate from 2006 

until 2014: 

 

 
 
According to observers from China International Agricultural Machin-

ery Exhibition (CIAME), albeit the recent sales’ hike in machines 

produced by Chinese companies, there is still a huge gap in between 

“made in China” producers and other global players. This is due to the 

former’s low innovation rate, which does not satisfy local needs.  

Indeed, the Chinese market craves for extremely ingenious and 

modern machines and, given the domestic lack of modernization, the 

market turns to Western producers for securing the supply. As a result, 

there is an interesting trend going on among local manufacturers: they 

look at European and American companies with respect, trying to 

understand international market trends and to strengthen networking 

bonds with foreign enterprises. 
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Technology in China is therefore improving, but the efficiency at which 

processes are carried on is still behind developed countries’ one. So far, 

there are 147 foreign mechanical companies in the country (repre-

senting 8% of the whole) which contribute for 12% to the overall 

production and for 5% to China’s machinery exports. 

 

In conclusion, there is a clear need for high-efficiency and modern 

agricultural equipment in China, a need that is still not fulfilled by 

domestic producers. This market, thanks to either a continuously 

growing output from the sector, to government’s subsidies or to de-

creasing trends in farms labour force, it is becoming more and more 

attractive and profitable. As a consequence, the sector opens concrete 

opportunities for Western companies, which are the ones that can 

reduce the market demand gap. Western companies should pay at-

tention and should be present with their own production facilities in 

order to analyze the market and get the best out of it.  
 
New Tariff Policy for Cross Border e-Commerce 
 
The Chinese government has recently released a circular (Cai Guan 

Shui [2016] N.18) aimed at modifying import taxes applied to goods 

imported via cross border e-commerce (known as cross-border 

e-commerce transactions).  

 

The Circular came into force on April 8th, 2016 but, according to 

Shanghai Securities News it might be adjusted into a new cross border 

e-commerce tariff policy and the new cross border e-commerce tax 

policies and restrictions imposed on foreign exporters might be 

postponed for one year. However, the Circular’s primary purpose is to 

level the playing field between the e-commerce platforms and tradi-

tional trading. Previously, purchased goods imported via cross border 

e-commerce zones were subject to a special parcel tax, which was 

much lower than ordinary custom duties. This offered an obvious price 

advantage and created an unfair tax burden for goods imported under 

the general trade model.  

 

The Circular stipulates that consumers who purchase goods through 

cross-border e-commerce need to pay total import taxes as follows: 

 

• Import tariff:  

it is tax levied on products that are shipped from one Country to 

another. The tax amount is computed based on the item’s value 

multiplied by the applicable tax rate (the good’s value is de-

termined at the customs declaration; the tax rate depends on 

the HS-code – the Chinese customs code)    

• Value Added Tax:  

it is a consumption tax that is placed on a product whenever 

value is added at a stage of production or final sale. It is applied 

to activities as sales of goods, processing services, repairing, 

substitution and import of goods.  
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• Consumption Tax (if applicable):  

it is tax levied on goods classified as “high-end” or “luxury” or 

“non-essential” (for example: cosmetics, yatches, tobacco…) 

 

Furthermore, according with the new Directive, a “zero tariff policy” is 

applied to transactions that: 

- Have a value lower than RMB 2000/purchase;  

- Are lower than RMB 20000/yearly.  
 

 
 
 
 
 
 
 
 
 
 

CONTRIBUTORS: 
Scott Sun (Supervisor) 
Saro Capozzoli 
Beatrice Bin 
 
For inquires and suggestions regarding this 
newsletter or for any other concerns, please 
contact us anytime at:  
 
beatrice@jesa.com.cn 
 
Our Newsletters:  
 
http://www.jesa.com.cn/jesa/Index.p
hp/Publication/news.html 

 
www.jesa.com.cn 
www.jesacapital.com 
 
 
 
 
 

 
 

Good planets suitable for  
Humans are hard to find.   
Please think of the environment 
before printing 
 

 

SHANGHAI’s Headquarters 

 
LANE 112 FENYANG ROAD – House 4 
200031  SHANGHAI  -  CHINA 
Tel  +86 21 64331555   
Fax     +86 21 62880072  

 
Offices also in: 
Saudi Arabia, Mongolia, Chile, Finland  
 
LEGAL NOTICE 
The content of this newsletter is com-
posed and written by JESA, and thus it is 
not reproducible and cannot be diffused 
indiscriminately without JESA’s consent. 
The purpose of this newsletter is to 
keep our contacts informed about im-
portant changes occurring in China and 
worldwide. Any use of it must be au-
thorized by JESA.   
 

mailto:info@jesa.com.cn
http://www.jesa.com.cn
mailto:beatrice@jesa.com.cn
http://www.jesa.com.cn/jesa/Index.p
http://www.jesa.com.cn
http://www.jesacapital.com

