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Abstract 

 

Despite the high growth of China’s automotive industry, China’s domestic auto market 

has still been dominated by Sino-Foreign automotive joint ventures, and the 

competitiveness development of China’s local automotive companies have attracted 

high attention from both sectors of government and academics. Experience from 

another latecomer, KIA, has set a successful competitiveness construction example for 

China’s local auto companies through exploiting niche market of small sedans by strict 

cost control but extensive product promotion. Considering specific characteristics of 

China’s automotive market, niche market exploitation of West China and SUV market 

can be an effective approach for competitiveness construction of China’s local auto 

companies, based on the experience of Great Wall Motors, which is summarized 

through the comparison between Great Wall Motors and Shanghai Automotive Industry 

Group.  
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I. Introduction 

1.1 The Rise of China’s Automobile Industry 

 

China, as high performance economy, has almost maintained two-digit growth in 

the past two decades. The dramatic growth rate of China’s economy has created huge 

potential in both its domestic and export market. With the growing domestic demand 

spurred by China’s sound economic development, the establishment of manufacturing 

facilities in China has pushed it to become part of the global presence of the vehicle 

manufacturers. In 2009, China surpassed Japan and the U.S. to become the world 

largest automobile producer and consuming market with an annual production and 

sales over 13 million units respectively. 

 

Table 1. China’s Automobile Production and Sales （Thousand） 
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 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Production 3251 4444 5071 5708 7280 8882 9345 13791 18265 18419 19271 22117 23722 

Sales 3248 4391 5071 5758 7212 8791 9381 13645 18061 18505 19406 21984 23491 

（Source: Author’s Calculation based on data from China’s Automotive Industry Association Releases） 

 

According to the Annual Report about China’s Auto Industry by PRC’s Ministry 

of Industry and Information Technology (2014), China produced over 23 million 

automobiles out of the world annual production volume of 87.3 million in 2014, 

counting for 25.3%. It is almost double of the amount for the U.S., the second largest 

producer that year, with annual production volume of 11 million. Meanwhile, China 

consumed most of the world’s automotive products at the same year with a total 

consumption volume of 23.4 million. Surprisingly, only 3.69% of China’s annual 

produced automobiles (23 million) were exported to the overseas market. It means that 

the huge market of China has firmly attracted most of its auto companies. Among the 

23 million units of vehicle sold that year, 18.5 millions were accomplished by the 6 

largest Chinese auto corporations, which are mainly consisted of Sino-Foreign auto 

joint ventures. 19.4 out of the total 23.49 million automobiles sold that year were 

passenger vehicles. China’s local auto companies sold 7.57 million units of passenger 

vehicles, consisting 38.4% of the total market share.   
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1.2 China’s Local Auto Companies: Latecomer to China’s Auto Market 

In terms of asset scale and production amount, there are 6 large automobile 

corporations with Sino-Foreign joint ventures, and 6 small local automobile companies 

respectively performing in China’s automobile market.   

Instead of “foreign company”, the antonym of “local company” in China’s auto 

market is “Sino-Foreign joint venture”. Before the “opening and reform” of China in 

1979, the 6 large Chinese automobile companies already existed. Since BAIC formed 

the first Sino-Foreign joint venture with Chrysler Corporation in 1984, the 6 large 

Chinese automobile companies gradually set up joint ventures with foreign companies 

and became what they are today. Conversely, almost all the 6 Chinese local companies, 

which are smaller in asset size and sales volume, started their passenger vehicle 

business after 2000. So they are viewed as latecomers in China’s automobile market. 

The first passenger vehicle massively produced by Great Wall Motors was in 2002 

(Saifu SUV), and that for Jianghuai, Geely, Chery, BYD, and Lifan were in 2006 

(Benjoy), 1998 (Pride), 1999 (Fulwin), 2006 (Null), 2004 (Lifan 520) respectively. 

Hence, Chinese local automobile companies are viewed as latecomers to China’s 

automobile market.  

     The 6 large automobile corporations, including SAIC, Dongfeng, BAIC, FAW, 

Chang’An, and GAC, sold 18.59 million units of automobiles in 2014, counting for 

79.2% of China’s total sales in 2014 (MII Report, 2014).     To further explain 

current market structure, this paper adopts data from China’s Automotive Industry Year 

Book to depict the whole picture of China’s auto market. While the latest Year Book 
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2014 only covers data of 2013, the general market structure has not been changed 

much in the past year.  

 

Table 2. Market Performance of China’s Main Auto Companies 2013 

 

(Source: Author’s Calculation based on data from China Automotive Industry Year Book 2014) 

Rank 

Main 

Companies 

Joint 

Venture 

JV. Partner 

Operating 

Income 

(1000 RMB) 

S-F 

JV'sContribution 

1 SAIC Yes Volkswagen; GW 63,951,642 92% 

2 Dongfeng Yes Peugeot; Honda; KIA 83,576,558 94% 

3 FAW Yes Volkswagen; GW; Mazda 51,385,978 98% 

4 BAIC Yes Mercedes; Hyundai 28,413,616 94% 

5 Chang’An Yes Ford; Mazda; Suzuki 24,647,251 37% 

6 GAC Yes Honda; Toyota; Suzuki 12,866,848 93% 

7 Great Wall No None 5,678,400 0% 

8 Jianghuai No None 3,901,885 0% 

9 Geely No None 2,870,757 0% 

10 Chery No None 2,568,799 0% 

11 BYD No None 1,363,093 0% 

12 Lifan No None 1,265,909 0% 
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The 6 large corporations were mainly consisted of Sino-Foreign joint ventures, 

enjoying technology advance and embracing large capital size. Meanwhile, they also 

have their own local companies, but contribute minimal to its total sales performance. 

This will be demonstrated in the following part of the introduction. The 6 main local 

auto companies, including Great Wall, BYD, Jianghuai, Geely, Chery and Lifan, are 

generally much smaller in asset size and sales volume compared to the 6 large 

corporations. Most of them entered the market after 2000, with less competitive 

technology and small capital size. 

 

Table 3. Pricing Trend of Local Firms & Joint Ventures 2009-2013 

Unit: 10 thousand Yuan RMB 

 

(Source: Author’s Calculation based on data from China Automotive Industry Year Book 2014) 
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As Table 3 indicates, China’s local automotive companies are mainly taking 

lower end market while the 6 large corporations with Sino-Foreign joint ventures are 

capturing the higher end market. However, there is a downward pricing trend for 

Sino-Foreign joint ventures and an upward pricing trend for China’s local auto 

companies since 2009. Hence, a worry has been wide spreading in China’s auto market 

that a direct competition may occur between China’s local auto companies and 

Sino-Foreign companies with such pricing trend continue. To deal with the current 

market situation, some scholars have been appealing China’s local auto companies to 

upgrade their business and penetrate into the high-end market to exploit higher profit to 

further support their competitiveness construction. Some companies have also 

conducted such strategy to targeting the high end market. For example, both Chery and 

BYD have developed new products attached with price higher than 100,000 Chinese 

Yuan (US$ 16667). Unfortunately, most of such endeavors ended up with failure. How 

should China’s local companies increase their competitiveness to deal with the 

potential competition with Sino-Foreign joint ventures have been a widely discussed 

topic with intensive concerns.  

This paper will strive to find out critical factors for China’s local auto companies 

to build up competitiveness as latecomers. To achieve the goal, this paper will first 

define the concept of “competitiveness” and set up an analytical framework for 

competitiveness evaluation based on former theories and models about competitiveness 

analysis. Besides, the cases of Great Wall Motors (GW), KIA and Ford will be 

compared to find out the role of niche market exploitation in latecomer’s catch-up 
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strategy and corresponding approaches for niche market exploitation. GW represents 

China’s local auto companies, KIA is a success example of catch-up development as 

latecomer, and Ford represent well developed auto companies. Then, this paper will 

exam whether KIA’s catch-up strategy could be applied to China’s local auto 

companies by evaluating characteristics of China’s auto market and the difference 

between KIA and Great Wall Motors. Finally, this paper will study how niche market 

exploitation could be useful in building up competitiveness of China’s local auto 

companies through comparing the competitiveness situation change of GW and SAIC, 

the largest Chinese auto corporation, mainly consisted of Sino-Foreign joint ventures.  

Through that process, this paper is trying to explore the critical role of niche market 

exploitation to the competitiveness rise of China’s local automobile companies, and 

striving to argue that China’s local automobile companies could construct their 

competitiveness through niche market exploitation, specifically speaking, exploiting 

West China market geographically and exploiting SUV market in terms of vehicle type.  
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II. Literature Review 

2.1 Review of KIA, Ford, GW and SAIC  

 KIA 

KIA is an old company, with history dating back to 1940s producing bicycles 

initially. It entered the passenger vehicle market in 1970s by producing its first 

passenger car, Brisa 1.0, in 1974. (KIA, 2015a) Compared to other Western automobile 

tycoon, like Ford, KIA is a latecomer to the world’s passenger vehicle market, and its 

stunning development speed has pushed KIA to the frontier of the automobile market 

to compete with strong forerunners.  

In 2014, HKAG has sold over 7 million units of vehicles, ranking among the top 

sellers in the world, and KIA has contributed 2.9 million to the total figure (KIA, 

2015b). KIA occupied over 3% of the whole global automobile market share. In 2000, 

KIA merged with Hyundai to form the Hyundai KIA Automobile Group, becoming the 

5
th
 largest automobile manufacturer in the world. The success of HKAG set a good 

example for the world’s automobile latecomer for the catch up strategy.  

KIA has demonstrated several characteristics for its competitive strategy as 

latecomer. First, it is highly niche market oriented, mainly focusing on small size sedan. 

According to the information released in its homepage, 4 out of KIA’s 8 sedan models 

are with engine size smaller than 2.0 L. Besides, KIA has spent huge money on 

promotion. It sponsored a lot of “sports” and “youth” related events to shape its image 
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as vehicle for the young and energetic. It “share its brand sensibilities with consumers 

through sensory marketing, sports sponsorships and youth targeted marketing that 

imprint its young, vibrant and dynamic brand image in the minds of consumers”(KIA 

Annual Report, 2014).  

 

 Ford  

     The Ford Motor Company was founded in 1903 and made itself a household 

name by its Ford T Model produced in 1907. (Ford, 2015a) It is one of the world’s 

most forerunners in the automobile market. In addition to the Ford, Ford’s brand also 

include Lincoln; and Ford owns a one-third controlling interest in Mazda of Japan and 

a small holding in former subsidiary Aston Martin of England.  

     In 2014, Ford has sold over 6.3 million units of vehicles to the whole world 

automobile market, taking 7.2% of the whole world automobile market share (Ford 

Annual Report, 2014). In spite of its two brands, most of the Ford Motors’ resources 

focus on the brand of Ford. Taking the distribution channel as an example, the 

dealership amount for Ford is 10938 while that for Lincoln is only 173. Besides, 869 

dealerships are shared by the two brands (Ford Annual Report, 2014).  

     Compared to KIA, Ford is more general market oriented. It is more balanced in 

the production of sedan and recreational vehicles, with 4 models of sedans and 5 

models of RVs. Besides, it tends to produce more large vehicles, as 7 out of its total 9 

vehicle models are with engine size over 2.0 L, most higher than 2.5 L.   
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 Great Wall Motors 

     Great Wall Motors is China’s largest local automobile company, with annual 

sales of 0.73 million by unit in 2014, accounting for 3.17% of China’s automobile 

market share. (CAA, 2015) 

     GW is set up in 1984 and mainly focuses on truck manufacturing before 2002 

when it produced its first passenger vehicle, Saifu. It has been experiencing an obvious 

trend for sales structure change and niche market exploitation in the past five years.  

In 2011, GW’s sales volume of SUV, sedan and Commercial Vehicle are 165.4, 205.3 

and 120.4 thousand respectively, while that figure in 2014 has been changed to 519.4, 

93.0 and 118.3 separately (GW Annual Report, 2011 & 2014). GW used to be more 

balanced in the sales of the three vehicle segments while it continuously becoming 

more SUV oriented in the past years.  

       GW is strictly controlling its budget and invests its limited resource 

intensively on specific automobile related events for promotion, like Dakar Rally. 

However, it is spending more and more on R&D. The R&D expense counts for over 4% 

of its total operating income in 2014, “mainly because of its R&D expense increase for 

developing new SUVs” (GW Annual Report, 2014).  

 

 Shanghai Automotive Industry Group  

     Shanghai Automotive Industry Group is China’s largest automobile group 

company, with annual sales by unit over 5,610 thousand in 2014, around 8 times of that 

for Great Wall Motors (CAA, 2015).  
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     SAIC is mainly consisted of SAIC Passenger & Commercial Vehicle Company, 

SAIC-GW and SAIC Volkswagen. The two joint ventures, SAIC-GW and 

SAIC-Volkswagen contribute most of revenue to SAIC, as much as 92%. That 

characteristic makes SAIC a good case for studying Sino-Foreign joint ventures. SAIC 

produced its first passenger vehicle, “Fenghuang Model” in 1958 (SAIC, 2015). In 

1984, it cooperated with Volkswagen to build up its first joint venture, 

SAIC-Volkswagen, and produced the first Santana in the same year.  

     SAIC is one of the most forerunners in China’s automobile market. Its market 

share in China surpassed 24% in 2014, maintaining its position as China’s largest 

automobile producer. SAIC mainly serves sedans with little attention to SUVs and 

MPVs. It maintains low R&D investment (around 1% of its operating income) and 

high expense on promotion, as much as 1.6% of total operating income (SAIC Annual 

Report, 2014).  The promotion expense for GW only counts for 0.36% but that for 

R&D hit 4.1% (GW Annual Report, 2014). It suggests that the technology gain from 

SAIC’s joint venture partner reduces its burden for research and development and 

enables it to spend more money on promotion and brand image construction. 
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2.2 Definition of Competitiveness 

Although the term of competitiveness is widely used both in academic studies 

and practical business strategies, there is no consensus about the definition of 

competitiveness and the essence of competitiveness varies depending on the level of 

the country, industry or firm. (Barney, 1986; Porter, 1990; Moon &Peery, 1995) 

     This paper will mainly focus on the firm level competitiveness. However, even 

in terms of firm level competitiveness, there are various perspectives for defining this 

term. Some scholars relate competitiveness to size and growing capability. Clark &Guy 

(1998) define competitiveness as “the ability to increase in size, market share, and 

profitability.” 

     Other scholars try to link competitiveness to efficiency and effectiveness. 

Buckley (1988) argues that “a firm is competitive if it can produce products and 

services of superior quality and lower costs than its domestic and international 

competitors. Competitiveness is synonymous with a firm’s long-run profit performance 

and its ability to compensate its employees and provide superior returns to its owners”.  

     Because of limitations of former studies, competitiveness is often confused with 

productivity. Moon &Peery (1995) adds comparison into the definition of 

competitiveness, stating that the analysis of competitiveness requires a competitor as a 

benchmark. Moon (2009) extended his former work and argues that “competitiveness 

refers to the relative position of an organization against its competitors”. .  

     Despite the lack of consensus definition of competitiveness, it could be generally 

summarized as comparative advantage in terms of growing capability, efficiency and 
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effectiveness of providing products and services.       

 

2.3 Theories and Analytical Models for Competitiveness Assessment 

2.3.1 Resource Based View (RBV) 

RBV focus on the firms’ assets and unique capabilities as the defining factors of 

their pursued strategies and competitiveness. (Barney 1991; Hamel &Prahalad, 2005). 

Resource Based View (RBV) holds company assets as the primary input for 

overall strategic planning, emphasizing the way in which competitive advantage can be 

derived through rare resource combinations. Here assets and combination of resources 

are adopted as factors determining a company’s competitiveness. Resource can be 

clarified as tangible and intangible (Barney, 2001). To transforms a short-run 

competitive advantage into a sustained competitive advantage requires these resources 

are heterogeneous in nature and not perfectly mobile. (Peteraf, 1993) To key resources 

should be valuable, rare, in-imitable, and non-substitutable.  

RBV provide a comprehensive and measurable perspective to evaluate a firm’s 

competitiveness as it hold assets as primary input and highlights the role of tangible 

resources which are both measurable. However, it also suffers from criticism about its 

lack of customer focus and market positioning (Mathur, 1999).  

In addition to that, the most important problem of the RBV lies on that “hardly 

any framework or models exist” (A. Ambashta, 2004). This makes RBV difficult to be 

comprehensively and precisely utilized to evaluate competitiveness of a firm and 
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correspondingly make appropriate competitive strategy. Hence, analytical frameworks 

or models are needed in evaluating competitiveness.  

 

2.3.2 3Ps Model 

     Buckley’s 3Ps model provides one of the earliest analytical framework for 

competitiveness assessment. 

 

 

Chart 1. 3Ps Model: Inter-relationship between Measures of 

Competitiveness (Buckley, 1988) 
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The 3Ps model adopts performance, process, and potential as three perspectives 

to evaluate a firm’s competitiveness, and explains the interrelationship between the 

three factors.  

The most critical success of this model should be attributed to the introduction of 

potential into the analytical framework, which makes the model dynamic, instead of 

static. Most studies, including Diamond Model and the RBV mainly concerns about the 

current competitiveness factors of a nation or a firm, neglecting potentials for the 

firm’s competitiveness development. 

Besides, Buckley also listed some indicators for the three perspectives including 

process, performance and potential. Specifically speaking, factors like cost, price, 

quality and etc. have been utilized to support the analysis by 3Ps model. However, the 

missing of sub-indicators to further support factors like quality makes the model 

difficult to be practically utilized in assessing competitiveness of firms.  

 

2.3.3Indicators for Competitiveness 

     As mentioned before, the lack of specific indicators and sub-indicators in 

competitiveness assessment makes analytical models like 3 Ps difficult to be precisely 

utilized in competitiveness evaluation. Especially in respect to companies in a specific 

industry, there are few directly adoptable indicators for competitiveness assessment. 

Despite the lack of academic consensus on indicators or competitiveness, J. L. Wang’s 

studies on China’s auto industry set up a series of indicators for competitiveness of 
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China’s automotive companies.  

     Wang defined company scale, market share, production resources, financial 

capability and growth potential as five respective perspectives determining a firm’s 

competitiveness (J. L. Wang, 2014) He also provides sub-indicators for assessing the 

five perspectives. Company scale is indicated by the size of asset, revenue, and 

employment; production resources are determined by the amount of skilled labor, 

manufacturing equipment, and engineers; financial capability is reflected by profit 

margin, liability / equity ratio and current asset ratio; the growth potential is decided by 

R&D inputs increase and revenue increase.  

      One of the most obvious advantages of Wang’s indicator series is being very 

measurable. All indicators Wang adopts can be presented in numerical figures which 

can be easily compared. However, Wang failed to set up a practical model to explain 

the interrelationship between those indicators.    

 

2.3.4 Generic Value Chain 

While the RBV rarely has any analytical model to evaluate competitiveness, the 

3 Ps model provide a comprehensive and logical model but fails to add precisely 

measurable indicators, which was highlighted in Wang’s competitiveness indicator 

series. Porter’s generic value chain provides a comprehensive model with specific 

evaluating perspectives.  
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Chart 2. Generic Value Chain (Porter, 1985) 
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comprehensiveness. It covers almost all activities of a company’s performing process. “The 

idea of the value chain is based on the process view of organizations, the idea of seeing a 

manufacturing (or service) organization as a system, made up of subsystems each with 

inputs, transformation processes and outputs. Inputs, transformation processes, and outputs 

involve the acquisition and consumption of resources - money, labor, materials, equipment, 

buildings, land, administration and management.”(IfM, 2015). The value chain is mainly 

used to identify competitive advantage to support strategy choice decisions. It provides 

comprehensive perspectives to study the competitive advantage of firms.  

However, the main set-back of Porter’s Value Chain could be found as being 

static. The value chain considers only current competitiveness factors of a company, 

instead of adding in potential of a company’s competitiveness growth. As early as 

1980s, “potential” as an independent factor has been adopted by Buckley in his 3 Ps 

Model.   

In addition to that, the generic value chain is focusing only on the process of a 

company’s performance, in another word, only on the internal factors of a firm and 

neglecting external factors, including government subsidies, industry rules and others, 

which are commonly viewed in China’s auto market. Finally, the generic value chain 

only takes the general market into account, ignoring the competitiveness advantage in 

niche market.  
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III. Research Methodology 

In this dissertation, in-depth case studies are used to find out the role of niche 

market exploitation in latecomers’ competitiveness construction during the catch-up 

process, and further evaluate the approach of niche market exploitation for 

competitiveness construction of China’s local auto companies. Before doing that, an 

analytical framework for competitiveness assessment will be set up first to study the 

competitiveness changes caused by niche market exploitation.    

 

3.1 Analytical Framework 

This paper has reviewed main theories and analytical frameworks of 

competitiveness assessment in the former part. For each theory and analytical 

framework, highlights and setbacks are reviewed and further studied. The RBV 

provides measurable and comprehensive perspectives for competitiveness analysis, but 

lacks practical analytical models and frameworks. While the 3Ps model develops a 

logical model for assessing competitiveness and takes “potential” into consideration, it 

failed to set up measurable sub-indicators to accurately analyze specific perspectives. 

Recently, Wang’s studies about China’s auto industry provide an indicator-series to 

assess competitiveness in five specific aspects, but fail to explain the inter-relationship 

of each indicator. Finally, Porter’s generic value chain provides a comprehensive model 

to evaluate competitive advantage, but it is criticized for being static for the missing of 
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“potential” and focus only on internal factors, neglecting external factors. 

Based on the previous studies on competitiveness theories and analytical models, 

this paper strives to set up an analytical framework for competitiveness assessment, 

through the approach of integrative multiple theory approach, adopting highlights of 

the former studied models to amend the generic value chain model.   

 

Chart 3. Analytical Framework for Competitiveness Assessment  

 

 

    (Source: Author. Amending Value Chain, based on literature review) 

 

First of all, the term of “potential” from the 3Ps model is adopted to be added 

into the analytical framework for competitiveness assessment to make this framework 

dynamic, because the growth in size, profit and other factors is taken into account in 

defining competitiveness as stated reviewing the definition of competitiveness. (Clark 

&Guy, 1998) 

Besides, as Porter’s value chain mainly concerns about internal factors and neglect 
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external factors, the analytical framework of this paper is taking external factors into 

account. In the international market, each company is competing within the same norm 

in general, so external factors like tariff, government policies and subsidies, are affecting 

each companies alike in general. However, in specific market, like China’s auto market, 

external factors like legislative rules and subsides must be considered, as they are 

discriminate impacting companies. For example, government subsidies are only given to 

Chinese companies; high tariff are blocking foreign vehicles to be shipped into China’s 

market in mass, and posting more cost burdens to foreign auto companies.  

     In Wang’s article about China’s auto industry (2014), financial capability is used 

as a basic perspective to be assessed for competitiveness while Porter’s value chain 

does not cover financial capability because of it process oriented nature. However, 

financial capability is a direct and basic indicator for a company’s scale and efficiency. 

Hence, this paper’s analytical framework adopts the financial capability as an indicator 

for competitiveness.  

Finally, the most important part of this analytical framework is based on the 

amendment of Porter’s value chain. A critical commonality between this paper’s 

analytical framework and the value chain is their process based view, which enables 

the two frameworks to comprehensive in analysis. It adopts the primary activities of 

the value chain model and divided specific indicators to more measurable ones. The 

“inbound logistics” is specified as “R&D inputs” in this analytical framework. Actually, 

other material and human resources inputs should also be considered. However, 

because of the lack of related information for specific companies, only R&D 
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investment is considered in this sector. “Operation” in the value chain is specified as 

production efficiency in this paper’s analytical framework. “Marketing & Sales” in 

Porter’s value chain is divided into “marketing” and “sales” respectively. Finally, the 

term of “service” is not changed.  

 

3.2 Sub-Indicators of the Framework 

Although this paper’s analytical framework consists as many as ten indicators 

for competitiveness assessment, those indicators only generally leads to some specific 

perspectives to evaluate for competitiveness. Hence, more detailed sub-indicators are 

needed to make the analytical framework more practical to be applied. 

 

Table 5. Sub-Indicators for Competitiveness Analytical Framework 

R&D Input R&D Investment / Operating Income Ratio 

Production 

Efficiency  

Production/employee;  

Distribution 

Network 

Dealerships 

Pricing Price 

Marketing  A.D. expense/revenue;  

Sales Sales volume; 

Service Warranty expense/Revenue  or service station amount 
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Financial Capability Current Asset Turnover; Asset Turnover ; L/E Ratio;  

External Factors Government Subsidies;  

Potential Revenue increase; R&D spending increase;  

Niche Market By price; By size; By geography; By vehicle segmentation 

(Source: Author) 

 

Considering scale difference of each company, instead of absolute R&D 

investments, R&D Investment / Operating Income ratio is more accurate to indicate the 

role of R&D in each company’s general competitiveness. Generally speaking, if that 

ratio is high for a company, it tends to develop more vehicle models and to innovate 

more new technology and products in specific period of time. Production efficiency is 

indicated by the average production of an employee. Distribution network intensity is 

explained by the number of dealerships is specific areas. For marketing capability, the 

A.D. Investment / operating income ratio is adopted explain the role of advertisement 

and promotional activities in a companies’ performance. Generally speaking, the more 

a company invests on advertisements, the better marketing performance it can expect. 

Sales volume is used to suggest the sales performance of a company in this paper’s 

analytical framework. A company’s service performance in general could be explained 

by its warranty expense / operating income. However, its service competitiveness in a 

specific area could be demonstrated through the number of service stations in that area. 

In respect to financial capabilities, leverage ratio, revenue / asset ratio and current asset 

turnover ratio are used to measure the efficiency of a company to use money. External 

factors mainly contains government subsidies, industry rules and regulations ant etc. To 
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make it more measurable, this paper’s analytical framework mainly consider the factor 

of government subsidies. However, when analyzing competitiveness under the global 

market background, all companies may face generally the same market condition. 

Hence external factors may not be considered when analyzing competitiveness under 

the global market background. Besides, in terms of potential, increase rate of revenue 

and R&D spending could be used to explain a company’s potential for growth, which 

is a critical factor for competitiveness (Clark & Guy, 1998). Finally, niche market is 

defined by price, size, geography and vehicle segmentation like sedan and recreational 

vehicle.   



 

２５ 

 

IV. Analysis Process  

4.1 The Role of Niche Market Exploitation for Latecomer’s Competitiveness 

Despite competitive disadvantages of latecomers in various perspectives, like 

distribution network, production efficiency, financial efficiency and etc., latecomers 

like KIA has built up their competitiveness through niche market exploitation, which 

enables them to avoid direct competition with forerunners at the beginning, construct 

their competitiveness in specific sectors and finally boost their general competitiveness 

development.  

     The premise of this analyzing process is acknowledging the KIA’s status as a 

successful example for latecomer’s catch-up strategy. Only under that premise, this 

analysis can find out what makes latecomers become successful in spite of their 

specific competitive disadvantages. The Hyundai-KIA Automotive Group (HKAG) is 

one of the world’s largest automotive groups. In 2014, the HKAG’s annual sales 

volume surpassed 7 million (KIA Annual Report, 2014), much larger than that figure of 

Forerunners like Ford. It would be better to compare HKAG and Ford as a whole to 

study the critical factors contributing to latecomer’s success. However, because 

Hyundai lacks the 2014 annual report, only KIA’s data is used in this paper to 

guarantee the accuracy of analysis in this part. 

    As stated before, Ford, a successful auto company, will be take as an reference to 

compare for critical factors for latecomer’s catch-up strategy. Because KIA is a 

successful example for latecomer’s catch up strategy, it will be taken to compare with 
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Ford’s competitiveness indicators to study through what aspects KIA has developed 

into a competitive auto company. Great Wall Motors, as China’s best successful local 

auto company and latecomer in the auto industry, will be adopted to compare with KIA 

to identify commonalities in their catch-up process to evaluate the role of niche market 

exploitation for their catch-up process.  

 

4.1.1. Review of Niche Market Exploitation Strategy: GW, KIA and Ford 

Latecomers like GW and KIA demonstrates obvious trend of being niche market 

exploitation oriented to avoid direct competition with strong forerunners like Ford.  

 

Table 4. Number of Models Produced: GW, KIA and Ford 

Sedan Models GW KIA Ford 

0-1.5 L 4 0 0 

1.6L – 2.0 L 0 4 2 

2.1L – 2.5 L 0 2 0 

2.5 L – 5.0 L 0 2 2 

Total 4 8 4 

RV Models GW KIA Ford 

0-1.5 L 5 0 0 

1.6L – 2.0 L 2 1 0 
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(Source: Author’s calculation based on information released on each company’s homepages) 

 

According to the table above, Ford is more balanced in the production of sedan 

and recreational vehicles, while GW concentrates more on recreational vehicles while 

KIA concentrates more on sedans. Specifically speaking, GW is more concentrated on 

the small SUVs, with engine sizes smaller than 2.0 L. Most of its SUV models are 

equipped with engines smaller than 1.5 L, with which neither KIA nor Ford are 

manufacturing vehicles. This helped GW to distinguish itself from forerunners like 

Ford, and avoid direct competition with strong forerunners. On the other hand, KIA is 

more focusing on small size sedans with engine size smaller than 2.5 L. Such trend 

could be more obvious if detailed sales amount of each specific model could be 

referred to. Unluckily, that information for KIA’s global sales is currently not available, 

but models distribution could also explain a lot about the structure of their niche 

market exploitation.    

 

4.1.2 R&D Input 

     The three companies, with the difference as forerunner and latecomer, 

demonstrate obvious difference in their R&D inputs.  

 

2.1L – 2.5 L 1 1 2 

2.5 L – 5.0 L 0 3 3 

Total 8 5 5 
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Table 5. Annual R&D Inputs in GW, KIA and Ford 

(Source: Author’s calculation based on each company’s annual reports) 

Through the table some obvious trend can be seen. As forerunner, Ford has obviously 

much higher R&D investment in terms of both absolute amount and R&D investment/ 

Operating Income rate. In 2014, Great Wall Motors, KIA and Ford producer over 07, 

3.0, and near 6.0 million unites of vehicles respectively. According to this table, the 

R&D inputs on specific vehicle in KIA and Great Wall are obviously lower than Ford.   

     Compared to the absolute R&D investment amount and the per vehicle R&D 

investment, the R&D investment / Operating Income ratio (R/O Ratio) can be a better 

indicator for the companies attitude toward the R&D. Obviously, traditional 

forerunners like Ford puts more efforts on R&D and always maintains the R/O higher 

than 4%. However, for latecomers, the R&D expenses are strictly controlled, possibly 

because of their tight cost control. Hence for both GW and KIA the R/O has been 

fluctuating between 2% to 3%. The only exception is only GW in 2014, which finally 

exceeded 4%, which was “mainly caused by the production structure transformation 

1000 

US$ 

GW KIA  Ford 

 Expense R&D/ 

Revenue 

Expense R&D/ 

Revenue 

 Expense R&D/ 

Revenue 

2014  414,771

  

4.1%   1,143,000  2.7&  6,900,000  5.1% 

2013  273,045

  

3.0%   1,116,900  2.6%  6,400,000  4.6% 

2012  154,285

  

2.2%     924,300  2.2%  5,500,000  4.3% 

2011  102,485 2.1%   1,296,000  3.3%  5,300,000  4.1% 
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from sedan-oriented structure to SUV-dominated structure” (GW annual report, 2014). 

 

4.1.3 Production Efficiency 

      Production efficiency might be influenced by a lot of factors like manufacturing 

equipment condition, technology know-how, manufacturing labor’s skill condition and 

etc. As there is no access to each specific company’s equipment condition and 

technology condition, this paper adopts production/staff ratio to indicate the specific 

companies’ production efficiency.  

 

Table 6. Production / Staff: GW, KIA and Ford 

 

Year GW Units KIA Units Ford Units 

2014 10.2 31.3 34.9 

2013 11.7 N-A 36.2 

2012 11.7 N-A 34.4 

2011 10.1 N-A 36.3 

 
(Source: Author’s calculation based on each specific company’s annual reports) 



 

３０ 

 

 For KIA and Ford, the production/staff are both around 30, but that figure for 

China’s GW is much lower as around 10. Although KIA is also the latecomer in the 

auto industry, it has been developing for decades. Hence, it will not be problematic for 

KIA to worry about its production efficiency in terms of production amount. However, 

GW lags obviously in production efficiency.  

However, a quite different picture could be observed if cost-efficiency could be 

taken into account in the comparison between the three companies.  

 

Table 7. ROE for GW, KIA and Ford 

(Source: Author’s calculation based on each company’s annual reports) 

 

The cost the efficiency for their production is more obvious to demonstrate a 

difference between forerunners and latecomers. Obviously, latecomers like GW and KIA 

USD 1000 

Per/Vehicle 

GW KIA Ford 

Cost Profit Cost Profit Cost Profit 

2014 9.99 3.83 11.14 2.76 19.5 1.9 

2013 8.63 3.46 11.92 3.21 19.8 2.2 

2012 8.15 3.00 12.07 3.54 19.9 2.4 

2011 7.88 2.61 11.72 3.55 19.9 2.6 
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are more sensitive to cost control. The cost of KIA is around half the price of Ford, and 

that for GW is even lower. However, there is an interesting phenomena is worthy to note 

that, the profit generated from a single vehicle is higher for latecomers like GW and KIA, 

compared to forerunners like Ford. It suggests that the latecomers tend to strictly tight 

their cost control. That phenomenon even challenges the “common sense” style concept 

that the more expensive high-end products generate more profit compared to low or 

middle-end products in auto industry. Hence here a small conclusion could be get that 

strict cost control is widely adopted strategy in latecomers’ catch-up strategy.  

4.1.4 Distribution Network 

     The intensity of distribution network could indicate the auto companies’ 

capabilities in reaching customers, and that intensity is mainly suggested by the 

amount of dealerships and their corresponding layouts. As the comparison in this part 

is set at the background of global market as a whole, the layouts of these dealerships 

will not be considered. 

 

Table 8. Distribution Networks of GW, KIA and Ford 

Company GW KIA Ford 

Dealerships 2014 470 6000 11980 

 

(Source: Author’s calculation based on dealership database of GW and annual reports of KIA and Ford) 
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     Ford’s dealership number is not released in annual reports before 2013 and the 

figure in 2013 is “over 11000” (Ford, 2013), similar to that of 2014. The dealership of 

KIA has been stated as “6000 dealers in 200 countries” in all the past 4 years’ annual 

reports. GW does not release it dealership amount in its annual reports and its 

dealership amount calculated through its dealership database in the homepage is real 

time data.      

     It could be learnt from the table above that forerunners have built up their 

distribution networks for decades, and they generally have more intensive distribution 

networks. Ford has obviously more intensive distribution network than KIA and Ford. 

Both KIA and Ford are selling to the whole global international market while GW 

concentrate on Chinese market, so the comparison between forerunners and latecomers 

on distribution network could be indicated, at some perspectives, from the comparison 

between KIA and Ford.  

 

4.1.5 Price 

     There are also obvious differences between prices of forerunners represented by 

Ford and latecomers represented by KIA and GM.  
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Table 9. Average Prices based on Models and Engine Size (1000 US$) 

Sedan  GW KIA Ford 

0-1.5 L 11,036  No Product No Product 

1.6L – 2.0 L No Product  16,567   18,435  

2.1L – 2.5 L No Product  18,795  No Product 

2.5 L – 5.0 L No Product  44,700   22,955  

Total 11,036   24,157   20,243  

 

 
(Source: Calculated from each company’s homepages, 2015) 

      

As the tables demonstrate above, generally, latecomers including KIA and GW are 

more prone to post lower price to their products to gain competitive advantage in price. 

This might be a commonly used tactic for latecomers to penetrate into the originally 

RV  Models GW KIA Ford 

0-1.5 L 
 13,271  No Product 

No Product 

1.6L – 2.0 L 
 28,301   15,190  

 No Product 

2.1L – 2.5 L 
 27,129  

 No Product 
 24,080  

2.5 L – 5.0 L No Product  24,300   29,300  

Total 19,821   22,023   27,212  
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already been forerunners dominated market.  

     But it is necessary to note that, latecomers are not trying to pursue low price 

strategy in all their product sectors. Actually, they are trying to focus on specific 

product sectors to secure their competitive advantage in price. In another word, 

latecomers are trying to build competitive advantage in price in specific sectors to 

support their niche market exploitation, and in return, construct their general 

competitiveness based on their success in niche markets. For example, KIA is 

maintaining its price advantage in small sedan products. The average prices of KIA’s 

sedans with engine size smaller than 2 L are much lower than Ford, but that of large 

cars are higher for KIA. In the case of Great Wall Motors, it strives to avoid direct 

competition with large auto companies and developed mainly small sedan and SUVs, 

at the engine size that large companies do not produce. Through that way, GW build up 

its absolute price competitiveness in the niche market of small SUVs and in return, 

built up its general price competitiveness as the average price for small cars and SUVs 

are much lower than that of large cars.   

4.1.6 Marketing Capability 

     In the analytic framework of this paper, the advertisement expense and its 

corresponding proportion to the total operating income is used to evaluate a firm’s 

competitiveness in marketing capability. 
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     Table 10. Advertisement Expenses of GM, KIA and Ford (1000 US$) 

 

AD Expense  

in USD 1000G 

GW KIA Ford 

2014 26,372 1,643,352 4,300,000 

2013 33,340 1,820,199 4,400,000 

2012 40,400 2,063,441 4,000,000 

2011 56,136 1,760,094 4,100,000 

 

(Source: Annual Reports of GW, KIA, and Ford, 2011 to 2014 ) 

 

It could be directly found out that, forerunners like Ford are strong in the 

absolute amount of advertisement expense. However, such phenomena could be caused 

by the huge scale gap between forerunners and latecomers. Hence, the A.D. Expense / 

Operating Income ratio might be better to accurately identify each company’s efforts 

on advertisements. 

 

Table 11. A.D. Expense / Operating Income Ratio 

AD expense /  

Operating Income 

GW KIA Ford 

2014 0.26% 3.88% 3.17% 

2013 0.36% 4.25% 3.16% 

2012 0.58% 4.85% 3.16% 

2011 1.16% 4.53% 3.20 

(Source: Author’s calculation based on each company’s annual reports) 
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     There is no commonly adopted strategy in terms of latecomers’ advertisement 

application. As forerunner, Ford generally maintains its advertisement expense as 3.2% 

odd of A.D. Expense/ Operating Income ratio. Generally speaking, latecomers take 

strict cost control to support its low price strategy. However, even though KIA strictly 

controls its expense like R&D investment, it behaves very generously when invest on 

advertisement. However, the GW behaves totally differently as it makes its A.D. 

expense extremely low, with A.D. Expense / operating income ratio lower than 0.6% in 

most years.   

 

4.1.7 Sales Performance 

The sales performance is one of the most direct indicators for a firm’s 

competitiveness and it is the most critical primary activities in a company’s value 

chain. 

 

Table 12. Sales Volume and Sales Growth of GW, KIA, and Ford 

 

Sales Volume GW KIA Ford 

2014 730,772     2,907,000       6,323,000  

2013 754,242       2,746,000       6,330,000  

2012 621,438      2,709,000       5,668,000  

2011 462,689      2,478,000       5,695,000  
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Sales Growth GW KIA Ford 

2014 -3.1% 5.86% -0.11% 

2013 21.4% 1.37% 11.68% 

2012 34.3% 9.32% -0.47% 

2011 16.4% 18.68% 9.02% 

(Source: Author’s calculation based on each company’s annual reports) 

 

     As the table above shows, forerunners like Ford sees higher sales volume, while 

that of KIA and GW is much smaller. This might be attributed to the scale difference of 

these companies.  

     However, a totally reversed trend could be found when the sales growth rate is 

examined. Latecomers tend to have much higher growth rate in sales volume. This may 

suggests that those latecomers are still in the catch-up process. 

 

4.1.8 After Service 

Service is also a critical factor for customers’ consideration about their 

consumption behaviors. This paper adopts the warranty expense / operating income 

ratio as an indicator for the firm’s competitiveness in service.  
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Table 13. Warranty Expenses of GW, KIA and Ford 

Warranty Expense GW KIA Ford 

2014      103,771  897,509  4,786,000 

2013      84,861   945,445  3,927,000 

2012      79,455   936,415  3,656,000 

2011      24,958   979,960  3,915,000 

Warranty/Operating 

Income 

GW KIA Ford 

2014 1.21% 2.12% 3.52% 

2013 1.12% 2.21% 2.82% 

2012 1.56% 2.20% 2.89% 

2011 0.68% 2.52% 3.05% 

 
(Source: Author’s calculation based on each company’s annual reports) 

 

Like the case of R&D and advertisement expenses, the warranty expenses of the 

three companies are far different because of their scale differences. The absolute 

amount of warranty expenses for GW and KIA are obviously much less than that of 

Ford. 

However, in terms of their warranty expense / operating income ratio, different 

trends of warranty expenses can be observed between forerunners and latecomers. That 

ratio for Ford is much higher than that for GW and KIA. 
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4.1.9 Potential 

After referring to the academic thoughts of Buckley’s 3Ps Model (1998) and 

Wang’s competitiveness indicator series (2015), this paper adopts the term of potential as 

an indicator of firm-level competitiveness, consisting two sub-indicators including 

revenue increase rate and R&D investment increase rate.  

 

Table 14. Potentials of GW, KIA and Ford 

Revenue Increase Rate GW KIA Ford 

2014 10.23% -1.05% -2.57% 

2013 31.57% 0.75% 10.11% 

2012 43.33% 9.83% -1.25% 

2011 30.90% 20.5% 7.45% 

 
(Source: Author’s calculation based on each company’s annual reports) 

R&D increase GW KIA Ford 

2014 52.15% 2.33% 7.25% 

2013 77.46% 20.84% 14.06% 

2012 51.08% -28.75% 3.64% 

2011 42.33% 42.42% 5.66% 
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 Latecomers usually demonstrate higher competitive advantage in their potentials. 

In terms of both revenue and R&D investment increase rate, GW and KIA has obvious 

higher increase rate than Ford. Compared to KIA, GW has even higher increase rate in 

revenue and R&D investment, which might because that GW is latecomer compared to 

KIA and KIA has already developed for more than two decades. Especially for R&D 

investment, as KIA is trying to tighten its cost control, its R&D investment is not stable. 

However, GW is catching up soon and transforming its concentration through sedan 

production to SUVs (GW Annual Report, 2014). Hence, it has maintained very high 

R&D investment increase rate. 

 

4.1.10 Financial Capability 

Compared to latecomers, forerunners like Ford have obvious advantage in 

financial capability. The high liability/equity ratio, revenue/asset ratio, and current 

asset turnover ratio indicates that Ford has much higher efficiency in using money 

compared to GW and KIA. 
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Table 15. Financial Capabilities of GW, KIA and Ford: L/E, R/A & Current Asset 

Turnover 

Liability/Equity 

Revenue/Asset 

GW KIA Ford 

L/E R/A L/E R/A L/E R/A 

2014 83% 102% 82% 115% 522% 151% 

2013 88% 108% 79% 132% 477% 154% 

2012 98% 101% 92% 146% 452% 146% 

2011 98% 91% 124% 143% 432% 126% 

Current Asset Turnover GW KIA Ford 

2014 1.89 3.1 3.3 

2013 2.00 3.9 3.3 

2012 1.87 4.3 3.1 

2011 1.71 3.9 3.5 

 

(Source: Author’s calculation based on each company’s annual reports)  

Note: L/E = Liability / Equity Ratio; R/A = Revenue / Asset Ratio 

 

The leverage ratio for Ford, which is indicated by liability/equity, is much higher 

than that of GW and KIA. The leverage ratio of Ford is even more than 5 times higher 

than that of GW and KIA. It means that forerunners like Ford can use specific amount 

equity to attract more investments, which leads to the high efficiency of Ford’s use of 

money compared to the other two automotive companies. Besides, the Revenue/Asset 

ratio for Ford is also 0.5 times higher than that of GW and KIA. It suggests that 

successful forerunners like Ford can create more revenue based on specific amount of 
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asset. Finally, both KIA and Ford have current asset turnover ratio between 3 to 4 and 

KIA seems has even a bit higher result for this figure. However, GW’s current asset 

turnover ratio is much lower than the former two companies, which means it is facing 

more severe inventory pressure. Generally speaking, successful forerunners like Ford 

tend to has higher competitive advantage in financial capabilities.  

 

4.1.11 Comparison Result 

     The comparison between KIA and Ford based on this paper’s analytical 

framework of competitiveness assessment is important for revealing the secret of 

latecomer’s success, like KIA, in spite of their competitiveness disadvantages 

compared to forerunners like Ford. Besides, the comparison between GW and KIA will 

elaborate different approaches among latecomers to exploit niche market.  
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Table 16. Comparison Results of GW, KIA and Ford 

 GW KIA Ford 

Niche Market 

Focus 

Small SUV; Small Sedan Balanced production of 

Sedan and RVs.  

R&D/Operating  

Income 

Low but increasing Low: Cost Control High: Strong Tech. 

Production 

Efficiency 

Low Efficiency;  

Low Cost 

High Efficiency; 

Low Cost 

High Efficiency; 

 High Cost 

Distribution 

Network Intensity 

Low  Middle  High 

Price Advantage High in General; 

Advantage in small 

cars and SUVs 

Middle in General; 

Advantage in small 

cars 

Low in General; 

Advantage in large 

cars 

Marketing Low A/R ratio High A/R ratio Stable and middle A/R 

Sales Low volume;  Mid. Vol;  High Vol;  

 

Service Very low W/R Low W/R High W/R 

Financial Cap. Low R/E; Low A.T. Low R/E; High A.T. High R/E; High A.T. 

Potential High  Middle Low 

 

Note: RVs.= Recreational Vehicles, including SUV, MPV and others; A/R = A.D. Expense/ Revenue; 

W/R= Warranty Expense/ Revenue; L/E = Liabilities/Equity; A.T.= Asset Turnover Ratio  
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Interpretation of Comparison Result of KIA and Ford 

 The comparison between KIA and Ford caters some insights into the catch-up process 

of latecomer to elaborate how a latecomer becomes successful in spite of its 

competitive disadvantage in many perspectives including financial capability, 

distribution network intensity and etc.  

      Through the comparison it could be found out that KIA, in general, lags in most 

competitiveness indicators. KIA spends much less on R&D compared to Ford, in terms 

of both absolute amount and the R&D Investment / Operating Income ratio. On the one 

hand, it may suggest the possible technology gap between the two companies. On the 

other hand, it indicates KIA’s tight cost control to lower its final price. In respect to 

production efficiency, KIA and Ford boast similar efficiency level. The annual 

production per employee for KIA is 31.3, and that for Ford is 34.9. For the intensity of 

distribution network, Ford is absolutely stronger than KIA, with its dealership amount 

twice as many as KIA. Beyond that, the corresponding sales performance also tells 

difference between the two companies, as Ford sold around twice the amount of KIA’s 

sales by units in 2014. (Ford & KIA’s annual reports, 2014).However, here it should 

be noted that the sales performance of the total HKAG is higher than Ford, with an 

annual sales amount of 7.3 million (KIAa, 2015). So this figure alone does not prove 

KIA’s competitiveness disadvantage in sales. In addition to that, KIA’s competitiveness 

in service is not as high as Ford. Just like its R&D, KIA spends much less money on 

warranty expenses compared to Ford. Considering the scale difference between the two 

companies, the warranty expenses / operating income can reflect the two companies’ 
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endeavors on services. However, even KIA even lags obviously in that figure. So this 

reflects KIA’s competitiveness disadvantage on services on the one hand, but also 

suggests its tight cost control on the other hand. Finally, the comparison between the 

two companies on financial capabilities also disclosed KIA’s comparative inefficiency 

in using money as its leverage ratio and revenue / asset ratio are both much lower than 

that of Ford.   

     As mentioned in former parts, the premise of this paper’s analysis is 

acknowledging KIA’s status as a successful example for latecomers. Hence, after 

eliminate factors of its comparative disadvantages, careful analysis of its indicators 

with competitiveness advantages can better explain its secret for success.  

     KIA’s success mainly derives from its successful niche market exploitation, 

mainly focusing on the small size sedan and small size SUV market. For KIA, Niche 

market exploitation generates competitive advantages and promotes original existing 

competitive advantages. KIA’s general competitive advantages mainly lie on its price 

and marketing capability, which is indicated by its AD. Expense / Operating Income 

ratio. Besides, it parallels with Ford in production efficiency. Although the average 

price of all KIA’s vehicle models is slightly lower than that of Ford, KIA’s the average 

price of sedan is even higher than that of Ford. As KIA focus on small size sedan, most 

of its sedan products have engines with size lower than 2.5 L, and Ford has few 

products with such small engine size. Hence, KIA has successfully avoided direct 

competition with Ford. As small size cars take fewer costs and have lower price, KIA 

build up its price competitiveness advantage in the sector of small size cars. Because 
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over 70% of KIA’s sales are consisted with small size sedans (KIAb, 2015), its price 

advantage in small size cars turned to be its general price advantage. To achieve its 

competitive advantage in price, KIA takes strict cost control. It squeezes its spending 

on R&D and warranty expenses. When niche market exploitation is taken into account, 

KIA’s advantage on marketing capability could also be enlarged. As mentioned before, 

large proportions of KIA’s sales are completed by the sales of small size cars, while 

Ford is more balanced in producing both sedans and recreational vehicles. The former 

comparison has shown that KIA’s A.D. Expense / Operating Income ratio is already 

higher than that of Ford. That figure for KIA’s small cars would be even much larger 

compared to Ford’s small cars, with only two models. Hence, KIA’s competitive 

advantage of marketing capabilities in the sector of small cars is even more obvious.  

 

 

Interpretation of Comparison Result of KIA and GW  

The comparison between KIA and GW is much easier compared to Ford, as both of 

them are latecomers in the automobile market, and shares more commonalities than 

differences.  

     Both KIA and GW are applying their catch-up strategy through niche market 

exploitation to avoid competition with forerunners and dig for living spaces to 

construct their competitiveness. However, KIA is striving to exploit small size sedan 

and SUV market while GW is only concentrating on the small size SUV market. 
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     Besides, they adopt apparently different approaches in their niche market 

exploitation. Although both of them are strictly control their cost to lower their final 

price, they have emphasized on different perspectives to cut their costs. Both of them 

are condensing their expense on warranty expense, which is related to services. 

However, GW’s warranty expenses are extremely low with warranty expense/operating 

income ratio reaching only around 1%, and that figure for KIA and Ford are 2% and 

3.5% respectively. GW is increasing its R&D expense sharply as it is transforming 

more sharply from former balanced production of SUV and Sedan to only SUV 

domination, while KIA is strictly controlling its R&D expense to lower it final price. 

Conversely, KIA is spending generously on advertisement to increase its marketing 

capability while the A.D. Expense / Operating Income ratio for GW is only around 

10% of that for KIA.  

     In addition to that, GW is different from KIA in some basic facts. GW’s 

production efficiency is much lower and it lags in financial capabilities as its current 

asset turnover ratio is much smaller.  
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4.2 No Universal Approach for Niche Market Exploitation 

     KIA’s niche market exploitation strategy could be summarized by several points 

as the following: 

     1. Focus on small sedan and SUV, with small engine size;  

     2. Adopt strict cost control to lower final price: 

         I. Squeeze R&D spending; 

         II. Minimize warranty expenses. 

     3. Promote marketing capability through huge advertisement investment. 

     The success of KIA and Hyundai gives strong encouragement to latecomers of 

the automotive industry all over the world. Hence, China’s local automobile companies 

also face a question, whether or not they can directly copy the experience of KIA in 

niche market exploitation. Actually, former part of this paper, the comparison between 

GW and KIA has already revealed the difference between their niche market 

exploitation strategies. Considering the difference between China’s local auto 

companies and Korea’s companies, as well as the unique characteristics of China’s auto 

market, KIA’s experience in niche market exploitation should not be directly copied by 

China’s local automobile companies. Taking the characteristics of China’s automobile 

market into account, China’s local auto companies should consider more about SUV 

market in vehicle segmentation and West China market in geography when make their 

specific niche market exploitation strategy, instead of copying KIA’s experience 

directly.  
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4.2.1 Difference between KIA and GW 

     GW is the largest Chinese local automobile company, and China’s local auto 

companies are similar in scale and sales performance. Hence, this paper will conduct a 

comparison between KIA and GW to reveal the difference between China’s local auto 

companies and KIA.  

            

Table 17. Comparison between GW and KIA: Scale and Efficiency 

2014 GW KIA 

Sales by units 730,772   2,907,000  

Production/Employee by Units 10.2 31.3 

Current Asset Turnover Ratio 1.89 3.1 

 
(Source: Author’s calculation based on each company’s annual reports) 

 

      The sales scale of GW is only around 25% of that for KIA. Meanwhile, both 

GW’s production efficiency and financial efficiency obviously lags behind compared 

to KIA. On the one hand, the sales scale for GW is much small, and the its operating 

income will be correspondingly small. On the other hand, the production deficiency of 

GW forces it to pay more for the labor cost as more skilled labors will be needed to 

product a vehicle. Hence, even though KIA is confident enough to spend huge amount 
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of money on advertisement, the cost burden for R&D to “innovate new SUVs” (GW 

Annual Report, 2014) and its cost for production deficiency might stop it from heavily 

invest on advertisements.  

 

Table 18. Sales Volume Constitution of GW and KIA 

 GW KIA 

Domestic Overseas Domestic Overseas 

2014 6.6% 93.4% 16.0% 84.0% 

2013 9.7% 90.3% 16.7% 83.3% 

2012 15.4% 84.6% 17.8% 82.2% 

2011 17.1% 82.9% 19.9% 80.1% 

 
(Source: Author’s calculation based on each company’s annual reports) 

Besides, over 80% of KIA’s products are sold to overseas market whilst 90% 

odd of GW’s products are consumed in China. So KIA is more global market oriented 

while GW concerns more about China’s domestic market. Hence, when making its 

niche market exploitation strategy, more details about the characteristics of China’s 

auto market should be taken into account.   

     As stated in the introduction part of this paper, China’s automobile producers are 

divided into two groups: 6 big corporations mainly consisted of Sino-Foreign joint 

ventures and 6 small Chinese local automobile companies. Joint ventures are 

dominating the middle and high end market with average price over 100,000 Chinese 

Yuan and local companies are dominating the lower end market with average price 
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lower than that. In addition to that, joint ventures’ revenue mainly generates from their 

sedan business (CAI Yearbook, 2014a). China’s local auto companies are facing more 

fierce competition in the sedan market, with market share of only 20%, while 

experience better competition environment in SUV and MPV market, with market 

share of around 40% (CAI Yearbook, 2014b). Those characteristics of China’s auto 

market should also be considered when a Chinese local auto company makes its niche 

market exploitation strategy.  

     Beyond that, geographic market situation of China’s auto market should also be 

considered in making niche market exploitation strategy.  

         

Chart 4. China’s Average Vehicle Amount per Province 2013 

 

(Source: Author’s calculation based on China Automotive Industry Yearbook 2014) 



 

５２ 

 

     As the chart describes, East China obviously maintains more automobiles 

compared to other parts of that country. This is possibly caused by the economic 

prosperity in that area. However, when the automobile consumption increase rate is 

considered, the potential structural of China’s automobile market can be expected.  

 

Table 19. Increase of Annual Newly Registered Automobiles in China 

Province 2009 2013 increase rate 

Xinjiang 170181 328234 93% 

Qinghai 51244 93579 83% 

Ningxia 72575 126582 74% 

Chongqing 205736 350014 70% 

Guizhou 197483 330602 67% 

Anhui 349652 582170 66% 

Hunan 349968 572942 64% 

Jiangsu 863865 1374738 59% 

Xizang 15339 24105 57% 

Hubei 673935 1044283 55% 

 

(Source: Author’s calculation based on China’s Automotive Industry Yearbook 2014 & 2010) 

 

 8 out of the top 10 provinces with highest newly registered cars increase are 

from West China. Geographically speaking, West China is more active than any other 

areas of in automobile consumption increase. With the economic rise of West China, 

geographic niche market exploitation should also be considered when a Chinese local 

automobile company makes its niche market exploitation strategy.  
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     Finally, external factors like government subsidies should also be considered 

when analyzing the characteristics of China’s automobile market. In the former 

comparison between KIA and Ford, the external factors are not taken into account as 

they are all put in global market background and facing the same global business rules. 

However, when China’s automobile market is specifically studied, external factors 

should be considered. 

 

Table 20. Government Subsidies for Great Wall Motors 

GW 2014 2013 2012 2011 

G. Subsidy/ 

R&D Expense 
14.1% 12.4% 12.8% 9.8% 

 

     In China’s automobile market, government subsidies are only available for local 

companies and Sino-Foreign joint ventures. This gives the products of Chinese 

automobile companies certain advantages to compete with imported foreign cars.   
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4.3 Niche Market Exploitation for Competitiveness Construction of China’s Local 

Automobile Companies 

     Consideringcharacteristics of China’s automobile market and the difference 

between China’s local automobile companies and KIA, it will be better for China’s 

local automobile companies to make their niche market strategies based on China’s 

market situation instead of copying KIA’s experience. Specifically speaking, exploiting 

the niche market of SUV and West China market will help China’s local automobile 

companies to avoid fierce competition with strong Sino-Foreign joint ventures and 

build up their competition in specific sectors, which will further benefit their general 

competitiveness construction.  

In this part, this paper will take comparison between Great Wall Motors (GW) and 

Shanghai Automotive Industry Corporation (SAIC) to study their competitiveness 

changes from general market orientation to specific niche market focus.  

 

4.3.1 Cases for Comparison: GW and SAIC 

Before starting compare GW and SAIC, it is necessary to answer the question 

why the comparison between GW and SAIC could help explaining the role of niche 

market exploitation for competitiveness construction of China’s local automobile 

companies as latecomers. GW is China’s largest local automobile company both in 

terms of sales volume and operating income. Beyond that, GW is undergoing the 

process of changing from balanced production of Sedan and SUV to the small SUV 
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niche market and West China market exploitation. SAIC is China’s largest automobile 

corporation. Unlike China’s other large automobile corporations which boasts over 

three or even four Sino-Foreign joint ventures, SAIC is mainly consisted with two 

Sino-Foreign joint ventures, Shanghai Volkswagen and Shanghai GM. The two 

companies contributes to over 90% of SAIC’s operating income. (CAI Yearbook, 

2014). As none of China’s Sino-Foreign joint ventures is listed company, only annual 

reports of automobile corporations are available. Hence, SAIC is a good case to study 

as representative of China’s Sino-Foreign joint ventures. Besides, SAIC is more 

general market oriented, producing mainly sedans. The comparison between GW and 

SAIC could be used to evaluate the niche market exploitation’s impact on the 

competitiveness changes of GW as a latecomer. 

 

4.3.2 General Competitiveness Comparison between GW and SAIC 

     Before starting the comparison, a slight change should be made to this paper’s 

analytical framework for competitiveness assessment. In the original framework, 

R&D inputs are used as an indicator for competitiveness assessment, which mainly 

reflects the technology embedment of the company’s products, and further suggests 

its product quality. In China’s automobile market, which is dominated by 6 large 

automobile companies with Sino-Foreign joint ventures, joint ventures can adopt 

foreign companies’ technology, and R&D expense cannot reflect the real technology 

and quality embedded in joint ventures’ products. So here the concept of “problem 
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experience per 100 vehicles PPH” is used to measure the competitiveness of quality 

and technology. Besides, as warranty spending for each specific joint venture is not 

available in the annual report of big automotive corporation like SAIC, the number of 

service station for its representative joint venture is used to evaluate its 

competitiveness in services.  

In 2014, SAIC’s operating income surpassed 630,001 million Chinese Yuan and 

over 5.62 million of its vehicles were sold to the market. (SAIC, 2014) Comparatively, 

GW, the largest Chinese local automobile company, achieved an annual operating 

income of 62,559 million Chinese Yuan, with annual sales volume of 0.73 million. 

(GW, 2014) From the scale difference, it could be expected that SAIC boasts general 

competitive advantage compared to GW. The comparison analysis below will also 

prove that.  

 

Table 21. Competitiveness Indicators of GW and SAIC 

2014 GW SAIC 

Tech & Quality: PPH 581 417 (Shanghai GM) 

Production: Production/ Staff 10.2 37.0 

Distribution: Dealerships 470 889(Shanghai GM) 

Price Low High 

Marketing: A.D./ Operating Income 0.26% 1.6% 
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Sales: Sales Volume 730,772 5,620,198 

Service: Service Station 870 1683 

Financial: L/E; R/A; 

Current Asset Return Ratio 

Low High 

Potential High Low 

Government Subsidy, 

R&D related: RMB 1000 

362,719 534,442 

 
(Source: Author’s calculation based on both companies’ annual reports 2014; Price information in both 

companies’homepages; PPH report of China’s Automobile Consumer Net, 2015) 

     As mentioned before, SAIC has two joint ventures, similar in scale, price and 

sales performance. Here the Shanghai GM is taken to compare with GW about their 

competitiveness in product quality and technology. It is no surprise to find that GW, 

as latecomer, has higher PPH compared to SAIC. It means that more problems are 

reported for GW’s products, and correspondingly, its competitiveness in quality and 

technology is lower. Through the calculation based on the information released 

through the two companies’ annual reports, Great Wall Motors lags far behind SAIC 

in production efficiency. SAIC’s production amount per employee hits 37, which is 

even higher than the number of KIA and Ford. This might be benefited from the 

technology from the foreign part of its joint ventures, and its might also be attributed 

to its large manufacturing scale. After calculating the number of dealerships of 
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SAIC’s Shanghai GM and Great Wall Motors from their homepages respectively, it 

was found that SAIC has much higher distribution network intensity in China’s 

domestic market. According to the data from China Automotive Industry Yearbook 

2014, the average price of GW is lower than 100 thousand Chinese Yuan while that 

for SAIC is higher than 100 thousand. As GW does not product automobiles with 

engine size larger than 1.5L, and over half of SAIC’s automobile models with engine 

size smaller than 1.6 L. The price comparison is confined to average price of all 

models with engine size in that range. The price calculation based on the database of 

Auto Home Web (“QicheZhijia” in Chinese) shows that the average price all SAIC’s 

products hits 127,390 Chinese Yuan while that for GW is 76,122 Yuan. Hence, 

generally speaking, GW has higher competitive advantage in terms to its price. For 

the marketing capability, indicated by the advertisement spending in percentage to the 

firm’s operating income, SAIC is obviously higher than that of GW. Besides, SAIC 

has much higher sales volume and double the number of service station compared to 

GW. Beyond that, SAIC has obviously stronger financial capability compared to GW. 

Through the calculation based on their separate annual report in 2014, the leverage 

ratio for SAIC is 145% while that for GW is 83%. The Revenue/Asset ratio is 151% 

for SAIC and 101% for GW. Finally, the current asset turnover ratio for SAIC is 5.61, 

but that for GW is only 3.22. In respect to potential, which is indicated by the revenue 

increase rate and R&D investment increase rate, GW is absolutely higher than SAIC, 

with average annual revenue increase rate and R&D investment increase rate in the 

past 4 years higher than 30% and 50% respectively. That for SAIC is only around 20% 
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and 30%, according to the calculation based on their annual reports in the past 5 years. 

Finally, SAIC enjoys much higher government subsidies compared to GW.  

 

Chart 5. General Competitiveness Comparison between GW and SAIC

 (Data transformed into centesimal system based on Table 21)     

 

It will be easier to observe the competitiveness difference between GW and SAIC 

through Table 21. In the general market, GW has almost no competitive advantage 

except for its price and “potential”. It is extremely weak, compared to SAIC in sales 

scale, production efficiency, marketing capability, and production efficiency.  
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4.3.3 Competitiveness of GW and SAIC in Niche Market 

The competitiveness could be changed when a firm alters its strategy from 

general market orientated to niche market exploitation, because of the concentration of 

limited resources on specific factors. 

Table 22. GW’s Niche Market Exploitation Measures 

Niche Market  GW  

Niche Market by Geography    Exploiting West China Market  

Niche Market by Vehicle Segmentation Concentrating on small size SUVs  

 

GW has been experiencing a clear trend of transformation from balanced 

production in general market to niche market exploitation, specifically, focusing on 

SUV market for vehicle segment and West China market for geographic market 

segmentation.  

Measures  GW  

Cost Control  Low A.D. and Warranty Expense  

R&D  Increasing R&D investment  

Distribution Network  Develop network in West China  

Government Subsidies  Receiving subsidies for R&D investment  
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Table 22. GW’s Sales Structure (Unit: Thousand) 

Year SUV Sedan CV. Total 

2014 519.4 93.0  118.3 730.8 

2013 417.4 210.0  126.8 754.2 

2012 281.2 206.2  137.2 624.6 

2011 165.4 205.3  120.4 491.1 

 
(Source: GW Annual Report 2011 to 2014) 

 

GW has seen a process for SUV niche market exploitation. In 2011, its 

production was still very balanced, and more concentration was put on Sedan. In the 

past years, GW has strived to build its SUV brand and create a separate brand for its 

SUV products as Haval. By 2014, much more resources have been put on its SUV 

production, which has enabled it to avoid fierce competition in the sedan field with 

Sino-Foreign joint ventures.  

In addition to exploit the SUV market, GW also pays high attention on the less 

developed West China market. 
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Table 23. Dealerships Layout of GW and SAIC-Shanghai Volkswagen  

 Distributor Distributor 

Area Great Wall Shanghai Volkswagen 

East Total 169 422 

North-East Total 45 71 

Middle Total 111 205 

West Total 143 179 

TOTAL Distributors 470 889 

Distributor in %   

East Total 36% 47% 

North-East Total 10% 8% 

Middle Total 24% 23% 

West Total 30% 20% 

TOTAL 100% 100% 

 
(Source: Author’s calculation based on dealership information from each company’shomepages) 

 

East China is the most economically prosperous area in China and the absolute 

automobile consumption is huge but correspondingly more fierce competition is seen 

there. Hence GW also pays high attention to the less developed West China to build up 

its competitiveness through intensive distribution network.  

     The niche market exploitation measures of GW have changed its 

competitiveness in specific niche market due to concentration on specific sectors.  
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Table 24. Dealerships and Service Stations in West China 

2014 GW SAIC （Shanghai-Volkswagen） 

Dealerships in West China  143 179 

Service Stations in W.C.  306 325 

 
(Source: Author’s calculation based on information from each company’s homepages) 

 

GW has 470 dealerships in China, only half the amount of that for SAIC’s 

Shanghai-Volkswagen. However, when it comes to the geographical niche market of 

West China, that gap is narrowed with 143 for GW and 179 for SAIC.  

 

Table 25. Competitiveness in Niche Market 

Data proportionately  

Distributed on SUV  

GW 

 

SAIC 

Price  Low High 

Marketing: A.D./ Revenue  0.18% 0.09% 

Sales Units  519,418 307,713 

Potential  High Low 

Government Subsidies 

R&D Related, on SUV  

259,235 29,261 

 
(Source: Author’s calculation based on each company’s annual reports) 
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The competitiveness indicators for each company in SUV market will be different 

from the original ones for general market because of the concentration of resources. 

The average price for GW’s SUV, all with engine size below 1.5 L, is 82280 Chinese 

Yuan, according to the calculation based on the database of Automobile Home Web 

(QicheZhijia in Chinese)(Automobile Home, 2015). That for SAIC, with engine size 

below 1.5 L, is 166533 Chinese Yuan. Compared to the general market, GW has more 

competitive advantage in price in the niche market of SUV. As most of GW’s products 

are SUVs, the proportionate advertisement spending on SUVs is higher than that for 

SAIC. GW also has higher sales performance in SUVs compared to SAIC. For 

potential, as over 70 % of GW’s vehicles are SUVs, more R&D and revenue increase 

for SUV business are seen in GW compared to SAIC. Finally, although SAIC has 

much higher government subsidies as a whole corporation, its R&D related subsidies 

proportionately investing on SUV products are much smaller than GW, as most of its 

products are SUVs.  
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Chart 6. Competitiveness in SUV and West China Market

 

 

(Data transformed into centesimal system based on Table 25) 

 

As mentioned before, in the general market, GW has advantage only in price and 

potential. After its concentration of niche market of SUV and West China, its 

advantage has been pushed forward in price, marketing capability, sales, and 

government subsidies.  
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V. Conclusion 

As there is no consensus definition about competitiveness, this paper has 

reviewed studies about competitiveness, and strived to define competitiveness as 

“comparative advantage in terms of growing capability, efficiency and effectiveness of 

providing products and services”, based on former studies.  

There are also many schools studying competitiveness. RBV provides 

comprehensive and measurable perspectives for competitiveness assessment but there 

are few analytical frameworks or models for assessment (A. Ambashta, 2004). 

Buckley’s 3Ps model provides a practical model and indicators for competitiveness 

assessment, but the lack of measurable sub-indicators makes it difficult to accurately 

utilize the model in analysis. Besides, Wang defined company scale, market share, 

production resources, financial capability and growth potential as five respective 

perspectives determining a firm’s competitiveness (J. L. Wang, 2014) Specific 

sub-indicators are also provided for the competitiveness assessment for the five 

perspectives. However, Wang’s competitiveness indicator series fail to explain the 

internal relationship between the five indicators. Finally Porter creates a 

comprehensive model, the Value Chain, to identify competitive advantage but it is 

static, neglecting potential of firms and external factors.  

Finally, this paper provides an analytical framework for competitiveness 

assessment, based on the summarization of former studies. This paper’s analytical 

framework evaluate firm-level competitiveness through several indicators, including 



 

６７ 

 

R&D input, production efficiency, distribution network intensity, price advantage, 

marketing capability, sales performance, service advantage, financial capability, 

potential, external factors. Besides, this framework also divides the assessment of 

competitiveness into competitiveness in general market and niche market.  

 Through the comparison between KIA and Ford, this paper studied the role of 

niche market exploitation for latecomers’ competitiveness construction. Compared to 

Ford, although KIA lags in many perspectives like distribution network intensity, sales 

performance, service advantage and financial capability, it has successfully built up its 

competitiveness through exploiting the niche market of small Sedan and SUV. The 

niche market exploitation strategy helps KIA to avoid direct competition with strong 

forerunners in the general market, and enables it to build up competitiveness in the 

small sedan and SUV market, where very few small cars with engine size below 2.5 L 

are produced by forerunners like Ford. To push forward its niche market exploitation 

strategy, KIA adopts strict cost control by squeezing R&D spending and warranty 

expenses in order to lower the final price of its products. However, it gives huge budget 

to its advertisement activities to build up its marketing capability.  

Considering, the difference between China’s local automobile companies, 

represented by GW, and KIA as well as the unique characteristics of China’s 

automobile market, China’s local automobile companies should not directly copy 

KIA’s experience in niche market exploitation. The comparison between GW and KIA 

shows that GW adopts different strategy in niche market exploitation. GW focuses 

mainly on small SUV with engine size smaller than 1.5 L. It exploits the niche market 
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through strict cost control, by minimizing spending on service and advertisement. 

However, it maintains high R&D investment / operating income ratio, as it is 

transforming its sales structure from general market oriented to small SUV market 

exploitation.  

Through the comparison between GW, represent of China’s local automobile 

company and SAIC, represent of Sino-Foreign joint ventures, it is found that niche 

market exploitation plays critical role in latecomer’s competitiveness construction. 

Specifically speaking, taking SUV market and West China market into account in 

making the niche market exploitation strategy could help latecomers in China’s 

automobile industry like GW to avoid direct competition with strong Sino-Foreign 

joint ventures in the general market and build up their competitiveness in the niche 

market of SUV market for vehicle segmentation and West China market for geographic 

niche market.  
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VI. Limitations 

Like most empirical researches, this study is also subject to several limitations. 

The first limitation lies on case choice. Through case studies, the comparison between 

KIA and Ford strives to reveal the role of niche market exploitation to latecomers’ 

competitiveness construction. It would be better to compare Hyundai-Kia Automotive 

Group as a whole with Ford, which will better depicts the whole picture of latecomer’s 

successful experience in niche market exploitation, and such comparison will change 

some results of this paper’s comparison such as the competitiveness indicator as sales 

scale. However, there are two problems hindering such comparison. First, there is no 

annual report of HKAG as a whole, which makes it difficult for accurate data 

collection; In addition to that, Hyundai Motors’ annual report is dated only to 2013. So 

it is difficult to get latest data about HKAG as a whole.  

Besides, the lack of a unitary concept to assess competitiveness and its 

complexity allows for a broad leeway of categories and dimensions to consideration 

when setting a framework for competitiveness assessment. Hence, it is possible for this 

paper’s analytical framework to be challenged. Although this framework provides as 

many as 10 indicators for competitiveness and posts corresponding sub-indicators, it is 

difficult to identify which factor is especially important for competitiveness 

assessment.  

Last but not least, one of the major criticisms of case study research, which is 

conducted for comparison in this paper, represents the generalisability of results. 
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Although China’s 6 main local automobile companies almost parallels in scale and 

production efficiency, but each company has its unique key resource and characteristics. 

While the case study based on GW finds that niche market exploitation for SUV 

market and West China market could be beneficial to its competitiveness construction, 

it still requires further studies for utilizing that research results to each specific 

companies’ strategies.    
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