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Abstract 

Chinese heavy truck industry has witnessed an unprecedented prosper since 2009, and 

it has been attracting an increasing number of western heavy truck companies to 

conduct business activities. However, different industry environment has brought 

different situation including the government‟s policies and consumers‟ buying habits 

for local companies and foreign competitors. Thus, this study aims to analyze the 

impact of industry factors in Chinese heavy truck industry by examining a collection 

of the methodology. Porter diamond model is widely applied to investigate industry‟s 

competitive advantages, but it should be noted that in this research the model is 

adapted into a new version in light of the necessity of emphasizing Chinese 

government in business activities. Main findings of this study are as follows: (1) 

research and analysis factors of impact Chinese heavy truck industry and highlight 

government‟s influence as a significant impact factor through a series of policies; (2) 

it might be of considerable benefit if foreign heavy truck corporation can observe the 

political transformation or policies while setting the marketing strategy in China.  
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1. Introduction 

1.1 Background 

Global economic crisis of 2008 which originated from the financial industry provoked 

evil influence by its long-term destructive power on a large number of industries 

(Razavi, 2009; Solow, 2009). The worldwide heavy truck industry, one of these 

affected industries had to finish an upward trend over at least a decade after it was 

afflicted with a severe winter stemming from the global economic crisis (Dressler & 

Gleisberg, 2009).  The economic crisis shrank the world market share of triad heavy 

truck markets (Western Europe, North America and Japan) about 19% from 2008 to 

2011 and seriously impact international heavy truck industry‟s structure (Dressler & 

Gleisberg, 2009; KPMG, 2011). The worst downturn was reflected in the heavy truck 

sales data in the economic crisis from 2008 to 2009: Western Europe market declined 

60%, and North America market decreased 30%, and Japan market fell down 60% 

(Dressler & Gleisberg, 2009). Main manufacturers‟ sales ranking also declined, such 

as Volvo trucks‟ sales ranking from the second before 2008 declined to the sixth after 

2008 ; Daimler AG also decreased from the first to the second after 2009, and 

American manufacturers – PACCAR, VANISTAR and FORD – all declined from 

2006 and left top ten in 2010 (KPMG, 2011). 

1.2 Research Problems 

Compared with triad markets downturn circumstance, emerging markets (China, India 

and Russia) became the focus in the global truck industry and caused increasing 

attention of heavy truck manufacturers because they appeared sharp rising of market 

share about 18% till 2011(KPMG, 2011). In the emerging markets, China was 

undoubtedly the most attractive heavy truck market experienced a steep increase after 

2005, particularly during the period from 2009 to 2011, and even the financial crisis 



in 2008 did not impede its growth. Moreover, Chinese heavy truck manufacturers had 

an excellent performance during 2006 to 2010, such as Dongfeng AC (DFAC) 

increased from the fifth to the first and became the largest manufacturer in the world. 

Another three large Chinese heavy truck manufacturers, First Automotive Works 

(FAW), China National Heavy Duty Truck Group Co.ltd (CNHTC) and Beijing 

Automotive Industry Corp. (BAIC), were all in the top ten of the worldwide sales 

ranking (KPMG, 2011). Therefore, Chinese heavy truck market‟s long-term booming 

even in the economic crisis became a rather intriguing phenomenon (Dressler & 

Gleisberg, 2009; KPMG, 2011). 

The Chinese heavy truck industry had its particularity – special structure and 

environment, where the state-owned heavy truck companies had constituted the 

majority share in the Chinese heavy truck market. Several small manufacturers had a 

few market shares and only a few foreign heavy truck manufactures were left with 

rather limited space in the high-end market (KPMG, 2011). On the other hand, 

Chinese market was the non-free market economy compared with Western European 

market and North American market (Gordon & Li, 2003; Tung & Worm, 2001). 

Under these differences, what factors did drive Chinese heavy truck industry booming 

and become a key emerging market in the world? How did these factors impact the 

Chinese heavy truck industry? What were the results of the impact? The empirical 

study was the focus on factors and relationship analysis used secondary industry data 

to gain relevant results by the strategy model.  

1.3 Study Aim and Research Question 

This paper is to investigate factors which impact the booming Chinese heavy truck 

industry. In order to achieve the aim, this paper concentrates on three research 

questions: 

(1) What are the factors that drove Chinese heavy truck industry booming and 

become a key emerging market in the world? 



(2) How do these factors impact the Chinese heavy truck industry? 

(3) What are the implications of the result from the investigation for the foreign heavy 

truck company?  

In Section 2, theoretical framework introduces Porter‟s diamond model and 

demonstrates the process of adapting it to fit Chinese heavy truck industry 

environment. Section 3 presents methodology and data sources, along with how to use 

these data. Section 4 analyzes the Chinese heavy truck industry through adapted 

diamond model. Section 5 discusses the analysis results and concludes the entire 

study. Section 6 shows the limitation and suggests the direction of future research.  

 

 

 

 

 

 

 

 

 

 

 



2. Theoretical Framework  

2.1 Background 

In the 1980s, “globalization” had become a trend for business development and was 

considered a popular topic in the business and management articles (Vahlne, Ivarsson 

& Johanson, 2010). Since, previous competitive theoretical frameworks (Porter, 1980 

& 1985) could not explain international competitive problems in different nations or 

areas, Porter (1990) advanced a new theory which among researched on ten pivotal 

nations in four years. This new theory is the diamond model (Figure 1) which is 

designed to investigate why nations gain competitive advantage in particular 

industries based on his previous competitive strategy framework (Porter, 1991; Smit, 

2010; Jin & Moon, 2006; stone & Ranchhod, 2006; Spanos & Lioukas, 2001; Traill & 

Eamonn, 1998). He identified four fixed factors which provide the basic conditions 

for the determination of the particular industry environment of a nation. The four 

factors are factors conditions, demand conditions, related and support industries, and 

firm strategy, structure and rivalry, and there are six interrelationships among them 

(Porter, 1990). Porter argued that interactions among these factors could promote 

innovation and competitiveness of the dominant industry (Traill & Eamonn, 1998). 

Moreover, he also proposed two uncertain factors, “government” and “chance”, to 

support and complement this model in order to make this model more dynamic (Smit, 

2010).  

 

 

 

 

 



Figure 1: Porter’s Diamond Model 

The diamond model that is rooted in the economic theories is used to study 

competitive advantage of a nation‟s particular industries in the global market by 

macro factors (Narula, 1993). Porter (1990) introduced the international business in 

his theories and broke the strategic management theory, in regional restrictions in his 

empirical studies (Grant, 1991). Thus, Porter‟s diamond model is more suitable to 

analyze the national and industry competitions in these macro situations and is more 

suitable to explain why particular industries have a competitive advantage in 

particular locations (Daly, 1993). For instance, Curran (2000) used diamond model to 

analyze the competitive advantage of UK higher education. The Chinese wind power 

industry was another emerging market and it was the fourth largest market in the 

world so that scholars studied this particular status by the help of Porter‟s diamond 

model (Zhao, Hu & Zuo, 2009) 
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2.2 Porter’s Diamond Model  

This section presents the factors and interrelationships of Porter‟s diamond model in 

details.  

2.2.1 Factor Conditions 

Factor conditions include to the factors which are necessary for companies to compete 

in the industry (Curran, 2000). Different from the traditional economic theories which 

state factor conditions as land, labor and capital (Smit, 2010), Porter (1990) pointed 

out the factor conditions included five aspects: human resources (labor resources), 

physical resources, knowledge resources (science and technology), capital resources 

and infrastructure.  Labor is always one of the basic factors of economic 

development, which could create wealth as well as consumption, necessities and 

conveniences (Smith, 1776). Physical resources are the production material to 

manufacturer and indispensable as well as labor resources during creating social 

wealth. Nowadays, in the “knowledge economy” and “information super highway” 

age, knowledge resources (science and technology) play a key role of profiting 

long-term economic development (Solow, 1956; Kuznets, 1995; Collinge & Staines, 

2009). Capital resources are financial supplies for an industry‟s development, and 

mainly manifest through Gross Domestic Investment, Foreign Direct Investment, and 

Stock Market Capitalization (Porter, 1990). Infrastructure as the production base is 

also crucial raise competitive advantage in order to coordinate production process. All 

in all, abundant factor resources could bring immense competitive advantages as basic 

elements and should be stocked for production (Jones and Kenen, 1984; Helpman and 

Krugman, 1985). High quality and specialized resources could increase the benefit of 

competitive advantage as well as cover the shortage of the industry (Stejskal &Hajek, 

2012). 



2.2.2 Demand Conditions  

Demand conditions describe home market demands including products and services 

what to become a competitive advantage of the industry (Jin & Moon, 2006). Porter 

(1998) studied demand conditions from the market size, market growth rate and 

sophisticated and demanding buyers. It means that a large market size and high 

growth rate market present a booming industry to produce large demand for firms. 

Meanwhile, home market demand can also be influenced by sophisticated and 

demanding buyers who can bring competitive advantages to firms which can achieve 

them to change the competitive structure in the industry (Porter, 1990 &1998). 

Industry should upgrade its firms‟ technology and service by innovation in order to 

satisfy customers‟ increasing demand. After then, Porter (1998) extended his study to 

international demand, and argued that global competition cannot reduce the 

importance of the home market for an industry. 

2.2.3 Related and Supporting Industry 

Related and Supporting Industries are a series of relevant industries in a chain. And 

things as upstream and downstream industries which can become industrial cluster 

help the dominant industry to gain more competitive advantages. Industrial cluster 

theory was proposed by Porter in his book, The Competitive Advantage of Nations, in 

1990. Industries in the cluster have a close relationship and can support each other, 

thus the industry cluster represents the whole value chain from suppliers to end 

consumers, including supporting service and specialized infrastructure (Weijland, 

1999). Porter (1990) stated a dominant industry‟s related and supporting the industry 

is able to provide it “efficient, early, rapid, and preferential access to inputs”. 

Therefore, the related and supporting industry and dominant industry can boost 

together. For instance, the dominant industry can benefit from the related and 

supporting the industry‟s innovation of technology and modern management style in 

the long-term development (Porter, 1990; Padmore & Gibson, 1998).  



2.2.4 Firm Strategy, Structure and Rivalry 

Firm‟s strategy and structure depend on the industry environment (Smit, 2010), and 

the industry can also influence the firm strategy and structure. Meanwhile, the rivalry 

is identified as the most critical driver of competitive advantage of companies in the 

industry (Porter, 1990; Smit, 2010) since it can force companies to upgrade and 

innovate themselves in order to increase companies and industry‟s competitiveness. 

Thus, innovation plays a key role and highlights its significance of rising 

competitiveness, during the process of industry‟s long-term development (Aghion et 

al, 2001). Therefore, firm in the industry should be valued innovation in its strategy 

and used innovation to upgrade production and management method to sharpen 

competitiveness.  

2.2.5 Chance  

 Chance is a few external events which do not come from industry, but can affect or 

benefit the industry. Porter (1990) proposed several chances possible: basic science 

and technology inventions; gap in traditional technologies; external factors caused 

production costs increase; significant changes in the financial market; the market 

demand rapid increase; and the government‟s major policies decision. Firms cannot 

control “chance”, but are impacted by “chance” due to its uncertainty. This is why 

there just are for unidirectional relationship arrows pointed to “chance” to other for 

fixed factors. For firms, if they know how to identify and utilize “chance” in their 

process of manufacture and management, they may gain competitive advantages from 

“chance”.  

2.2.6 Government  

Government is explained by Porter (1990) as follow:  

“Acting as a catalyst and challenger; it is to encourage or even push – companies to 

raise their aspirations and move to higher levels of competitive performance…” 



This statement illustrates government should supply a good market environment 

through its positive stimulation, and create competition advantages through policy and 

legislation which can influence the industry environment. In the western market, the 

efforts of government are much less dominant than developing countries, and they 

generally are encouraged or advocated by economists based on the deep-rooted belief 

of free market economy principle. In theory, commercial activities can satisfy the 

market‟s supply and demand with its own adjustments so that the free market renders 

a less significant influence of government. In most cases, government interventions 

are more likely to be seen as costly and a threat to personal trade liberties (Lim, 1983). 

Therefore, it is understandable that most western scholars study market activities from 

perspectives of market owned factors, such as customs, competitors and marketing. 

However, in non free market economy environment, the function of government may 

be different from western market, such as Chinese market. Thus, the authors would 

like to analyze and highlight the government‟s impact on the Chinese heavy truck 

industry, and for this reason, Porter diamond model should be adapted in the next 

section to make it fit the situation of the Chinese heavy truck industry. 

2.2.7 Interrelationships  

There are six interrelationships among the four fixed factors (factor conditions, 

demand conditions, related and support industries, and firm strategy, structure and 

rivalry). (1) Factor conditions are the material base to satisfy demand conditions, and 

demand conditions can influence factor conditions, such as labor demand and 

technology demand. (2) Factor conditions supply the material resource to related and 

support industries; and related and support industries provide production which can 

become factor conditions, such as infrastructure. (3) Factor conditions also supply the 

material resource to firms and help firms to make strategy, structure and rivalry; firm 

can influence factor conditions by its strategy, structure and rivalry. (4) Demand 

conditions bring development chance and challenge to related and support industries; 

and related and support industries can satisfy the market demand. (5) Demand 



conditions can shape firm strategy, structure and rivalry through market demand; and 

firm meets market demand by strategy, structure and rivalry. (6) Related and support 

industries can help firms of the dominate industry to develop and firm responds 

related and support industries by changing their strategy, structure and rivalry. 

Chance and government as the uncertain factors can influence the four fixed factors, 

but the four fixed factors cannot influence them. Thus, their relationships are 

unidirectional. 

2.3 Adapted Porter Diamond Model  

Porter (1990) researched ten important free market economic countries to found 

diamond model. In the free market economic countries, government cannot directly 

interpose economic development but should supply a good market environment for 

firms. However, as the free market forces are strictly curbed in China industry and 

business sectors, government serves a key function in almost all fields (Gordon & Li, 

2003; Tung & Worm, 2001). China has utilized macro-control method to adjust and 

control economic development by published related policies from government.  

Government‟s macro-control can control overheated and a sluggish economy through 

direct intervention in order to maintain economy‟s stable development. The Chinese 

government imposed macro-control in1978 (Yu, 1997). When scholars study Chinese 

economy and business phenomenon, they cannot ignore the government‟s key role 

and just use free market economic theory to study (Gordon & Li, 2003; Gan, 2003; 

Tung & Worm, 2001). For instance, there are several appeared “puzzling features”, 

one of which is that Chinese government imposed capital control (Gordon & Li, 

2003). Gordon and Li (2003) discussed the government‟s discriminating monopolist 

behaviors in Chinese financial market. Gan (2003) studied globalization of Chinese 

automobile industry and questioned how the government policy improved greening of 

the road transportation development and argued government should do more 

contribution in the automobile industry. Network capitalism study in Chinese market 



also was analyzed government factor, which as one of three primary reasons to 

explain why large companies choose located in Beijing and Shanghai (Tung & Worm, 

2001). In the Chinese wind power industry study, government plays a key role as well 

since it simulates new energy industry through policies, laws and regulations, 

financial incentives, and taxation (Zhao, Hu & Zuo, 2009). Xu (1999) examined the 

performance of China pulp and paper industry under government environmental 

policy and showed the government policy influenced the growth of the paper industry 

during China economy reform. The Government also used regulatory policies to guide 

development of Chinese telecoms service industry (Wan, 2001). Zhang, To and Cao 

(2004) researched the Chinese government subsidy programs that were relevant to the 

textiles and apparel industry, and argued such programs include tax policies that could 

influence the industry quickly. Wu (2000) researched how subsidies and government 

intervention promoted China to be the world's largest steel industry, and showed the 

government factors can influence the Chinese steel industry. 

According to these literatures review, government intervenes and controls industries 

and influence public social interest, people's livelihood and financial area. The heavy 

truck industry has closely relationship with infrastructure belonged to the people's 

livelihood problem. Moreover, Chinese heavy truck industry has a special structure 

where state-owned companies are dominant in the industry. Usually, state-owned 

companies are under the direct control of the central government, so apparently 

Chinese heavy truck industry is also affected and manipulated by government‟s 

macro-control to a considerable extent. This macro-control has been highly valued 

and considered as one of the most pivotal approaches of government to exercise its 

power, and in fact, the booming of Chinese heavy truck industry largely benefits from 

it. It is believed that the stimulus package set by the government provided a driving 

force for the soaring development of infrastructure projects, which fuel the sheer 

demand of trucks in many areas (KPMG, 2011).  

Therefore, this paper would like to highlight “government” and adopt diamond model 

in order to make “government” become a fixed factor as same as the other four fixed 



factors to analyze the Chinese heavy truck industry. The authors focus on the 

importance of government factor in the Chinese heavy truck industry. In addition, 

according to the special background of China, government can bring a great number 

of chance events. In order to highlight the government‟s importance and simplify the 

Porter diamond model‟s adaptation, the “chance” factor is deleted from the original 

diamond model. The adapted diamond model consists of government factor and 

industry environment (four fixed factors) in the Figure 2. 

Figure 2: Adapted Porter diamond model 
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3. Methodology  

3.1 Research Design  

In order to give readers a better understanding of the Chinese heavy truck industry by 

the help of adapted Porter diamond model, authors chose to conduct a qualitative 

research to analyze Chinese heavy truck industry.  

The purpose of this paper is to explore the factors which could impact the Chinese 

heavy truck industry; thus the authors decide to use qualitative study which is a 

research method to analyze existing phenomenon through collected detailed 

information (Easton, 1995), an exploring method in a number of different academic 

disciplines, such as social sciences, market research and further contexts (Denzin & 

Lincoln, 2005) and it aims to gain a thorough understanding of human behavior and 

govern reasons. Moreover, a qualitative method is to investigate “why” and “how” 

questions, not just “what”, “where” and “when” (Easterby-Smith et al., 1994; 

Eisenhardt, 2007). Hence, smaller but focused samples are more suitable for 

qualitative research than large samples (Denzin & Lincoln, 2005). As the aim of this 

paper is to understand the reasons for booming of Chinese heavy truck industry, 

authors would like to study what are the factors that drive Chinese heavy truck 

industry‟s booming and how these factors impact this industry. The authors believe 

that a focused smaller sample of the booming term from 2006 to 2011would suit the 

purpose. Therefore, from above reasons, the authors would like to use a qualitative 

research method for this study.    

3.2 Operationalization 

The collected data are measured by the factors in the adapted Porter diamond model 

which is presented in the previous theoretical framework. According to the discussion 

in the adapted model, this session demonstrates how the data can be operationalized 



by the factors from the model. 

 Government  

Government factor presented by government policies which constitute two types of 

policies such as guiding policy - five-year plan and detailed policies about the heavy 

truck industry is established as detailed guidance policies of the five-year plan. The 

authors measure the influence of “the eleventh five-year plan” on the Chinese heavy 

truck industry by changing trends of Gross Domestic Product (GDP) and Investment 

of Fixed Assets (IFA) which are collected from the China Statistical Yearbooks 

(http://www.stats.gov.cn/tjsj/), and annual Road Freight Traffic and Road Freight 

Turnover which are collected at the websites of the Ministry of Transport of the 

People‟s Republic of China and the China Association of Automobile Manufacturers 

(KPMG, 2011; Dressler & Gleisberg, 2009; Gordon & Li, 2003; Gan, 2003; Tung & 

Worm, 2001; Yeo, 2008; Porter, 1990 & 1998). GDP is a main index to reflect the 

effect of macro policies on all business activities included the heavy truck industry 

and the data from IFA can reflect infrastructure situations which might also impact 

the Chinese heavy truck industry. Road Freight Traffic and Road Freight Turnover are 

two significant statistic data of transportation which are indicatives the booming 

vitality of heavy truck industry. 

 

 Factor Condition 

There are five aspects in the factor conditions which are human resources, physical 

resources, knowledge resources, capital resources and infrastructure. The human 

resources aspect is measured by the changing trends of the labor force resources and 

higher education graduates quantity gathered from the Chinese Human Resource 

Status (2010). The physical resources aspect is measured by the Chinese geographical 

situation, and mineral‟s type, quantity and distribution, and the data for the above 

resources which is collected from the China National Statistics Bureau. The 

knowledge resources aspect is measured by the collected technology information from 



the Chinese heavy truck industry from industry reports. Capital resources aspect is 

measured by Gross Capital Investment, Foreign Direct Investment, and Stock Market 

Capitalization, and the data collected from the China Statistical Yearbooks. 

Infrastructure aspect is measured by construction achievements of highways, and the 

data represents the construction achievement of highways where the mileage of 

highways which are collected from the Ministry of Transport of the People‟s Republic 

of China. 

 Demand Condition 

This factor is measured by GDP, GDP growth rate and IFA to show how domestic 

demand can influence Chinese heavy truck industry and the changing trends of the 

above indices which are collected from the China Statistical Yearbooks. 

 Related and Supporting Industries 

 This factor is presented by transportation and logistics industry since the industry has 

the closest relationship with heavy truck industry. Road Freight Traffic and Road 

Freight Turnover are the two main data used as the data to present the transportation 

and logistics industry. 

 Firm Strategy, Structure and Rivalry 

This factor is measured by collected strategies stated in the annual reports of the 

dominant Chinese heavy truck companies which are DFAC and FAW. On the other 

hand, the authors collect the joint venture situation of local and foreign heavy truck 

companies to analyze firms‟ strategy in the Chinese market. 

After analyzing the five factors, the authors also use the data and indices mentioned 

above to investigate the interrelationships among these five factors in order to 

complete the analysis based on the adapted Porter diamond model. 



3.3 Data Collection 

The authors use triangulation approach which is a powerful method that facilitates 

validity of data from multiple sources (Cheng, 2005; Stake, 1995). Triangulation 

enhances the reliability of the data and the process of collecting it (Cheng, 2005). In 

order to gather the secondary data which mentioned above, related literatures are 

searched on Science Direct, JSTOR and CNKI; heavy truck industry reports are 

collected from the internet, which are “China Commercial Vehicles Market 2006” 

(KPMG, 2006), “Competing in the Global Truck Industry” (KPMG, 2011), “Truck 

Industry 2020: the Future is Global” (Rolandberger, 2009); the dominate companies‟ 

annual reports are collected on their website; the macro economic data and indices 

come from the China Statistical Yearbooks and other government departments‟ 

websites and heavy truck related policies are gathered from government 

announcements and related news published on the internet. The authors try to increase 

validity and reliability the collected data by using triangulation to increase the quality 

study from multiple sources to analyze the Chinese heavy truck industry.   

3.4 Data analysis 

The following actions have been undertaken taken in order to analyze the collected 

data. Based on the facts of the adapted diamond model, the collected information has 

been processed using Microsoft Excel. After a brief discussion, the related literature 

and empirical data have been compared in order to choose relevant data and indices 

and remove insignificant data and indices. Finally, the significant data and indices 

have been used to conduct the analysis. The Chinese heavy truck industry has been 

described with the help of the adapted Porter‟s diamond model. 

 

 

 



4. Empirical Findings and analysis 

4.1 Government 

The Chinese market has been found to be different from other countries‟ markets, 

since it the Chinese economy is not one of free markets, and does not adhere to 

conditions of perfect competition. In China, the government plays a key role in 

influencing the market development trend, through macro- level measures to control 

the market. When market downturn occurs, the government often applies relevant 

policies to stimulate the market to recovery; and when the markets get overheated, the 

government also launches relevant policies to “cool it down”. Thus, the Chinese 

enterprises tend to pay great attention to the government‟s policies guide. This part 

discusses the role of government, as an important factor in the adapted diamond 

model and how it controls the market via its policies. These factors have been 

discussed from two perspectives: guiding policy and detailed policies.  

4.1.1 Guiding policy: The five-year plans of the People’s Republic of 

China 

The five-year plans, as guiding policies are a series of comprehensive stimulus 

packages that aim at social and economic development. The Chinese government has 

defined every five years as being a distinct stage in the process of development and 

thus sets economic growth points and strategies through detailed policies at the 

beginning of every five-year period. This paper scrutinizes related data of the eleventh 

five-year plan, from 2006 to 2010.  

The Chinese government sets up main targets for economic growth, economic 

structure, population, resources, environment, public service and people life. 

Compared to the tenth five-year plan, the eleventh five-year plan has retained mostly 

the same development points, such as improving the process of urbanization and rural 



infrastructure conditions (english.gov.cn). Apart from these, the following new tasks 

have been included in the eleventh five-year plan: major projects for new countryside 

in 2006-2010, key projects for revitalizing Chinese equipment manufacturing industry, 

major high-tech projects planned for 2006-2010,China's key transport infrastructure 

projects for 2006-2010, as well as the target of raising education expenditure ratio to 4% 

of GDP. These plans have been effectively implemented by the Chinese government 

in this five-year period, among which “key transport infrastructure projects” should be 

highlighted, as it is related to the heavy truck industry. On the other hand, the 

proposed urban and rural infrastructure development is also capable of promoting the 

heavy truck industry, as heavy trucks are the main vehicle for transportation of goods 

and materials which are indispensable to infrastructure engineering. The heavy truck 

has increasingly become an important part of the automobile industry for supplying 

infrastructure-related goods and materials through transportation and logistics. With 

the rapid development of the Chinese economy, the transportation and logistics 

industry has also witnessed rapid development which can be observed and verified 

from figures provided in the eleventh five-year plan period.  

GDP, IFA, road freight traffic and road freight turnover have been chosen by the as 

the analysis objectives. Investment in fixed assets (IFA) as a reflection of the state of 

infrastructural development has been shown using a figure of growth trend in figure 3.  

In a booming economy, infrastructure plays a very vital role in development. In the 

five-year plans, the government has increased its investment in infrastructure for the 

purpose of spurring economic growth. According to GDP performance (Figure 3), 

there has been significant growth trend in the eleventh five-year plan period and it 

shows that the Chinese economy is in a period of economic boom. In addition, 

improved methods of transportation and logistics in the heavy trucks sector can 

optimize resource allocation. Figures relating to road freight traffic and road freight 

turnover have recorded massive growth from 2006 to 2010 (Figure 4 & Figure 5), 

indicating that the transport and logistics industry are also passing through a 

prosperous period. The above three figures show that, the five-year plan has helped in 



the development of the heavy truck industry and has taken the economy on to a higher 

growth trajectory. 

Figure 3: The Chinese GDP and IFA from 2006 to 2010 

 

Source: China Statistical Yearbook 

 

Figure 4: Road freight traffic from 2006 to 2010 

 

Source: Ministry of transport of the people‟s republic of China, China Association of Automobile Manufacturers 
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Figure 5: Road freight turnover from 2006 to 2010 

 

Source: Ministry of transport of the people‟s republic of China, China Association of Automobile Manufacturers 

Moreover, the annual sales revenue of heavy truck industry has also shown significant 

growth in the eleventh five-year plans period (Figure 6). In the heavy truck market 

demand has increased from more than 300,000 vehicles in 2006 to more than 

1,000,000 vehicles in 2010 (Figure 6) and annual sales have recorded an average 

growth rate of 35%. This huge increase in market demand was unparalleled in the 

global commercial vehicle markets during these years. Therefore, it can be deduced 

that there is a close relationship between the Chinese heavy truck industry and the 

Chinese macroeconomic scenario. 

Figure 6: The Chinese heavy truck sales (trucks) 

 

Source: CAAM, National Bureau of Statistics of China, the Ministry of Communications 
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4.1.2 Detailed Policies Analysis 

In the long-term macro-level framework of regulated and controlled actions, the 

government is required to make a detailed policy document, lay down the regulations 

to control the economic situation and provide guidance for the implementation of 

policies. In order to reorient the speed of economic development and maintain stable 

economic growth, government has paid great attention to market reactions, 

environmental protection, development of trucks that run on new energy sources, as 

well as reforms in taxation and fees. Detailed policies are shown in Table 1 given 

below.  

Table 1: Detailed Policies 

Time  Policy Effect 

2010 
The Automotive Industry Development 

Policy 

Industry structure adjustment and 

technology promotion 

2009 
The state administration of fuel 

taxation  
Price guide heavy truck upgrade 

2007 
Chinese vehicle industry the eleventh 

five-year plan development planning 
Propose self-directed innovation 

2005 

Vehicle compression ignition, gas 

ignited type engine and car emissions 

limits on emissions and measuring 

technique 

Energy conservation and emission 

reduction 

2004 
Reduce vehicle tolls on the opinions of 

the charge standard 
Enhance highway safety safeguard 

Sources: the ministry of communication and national development and reform commission, national development 

and reform commission 

 

 “The Automotive Industry Development Policy” is the basis for the development 

of the commercial vehicle industry. This policy came into effect in 1994 and was 

revised in 2004, 2009 and 2010 respectively. Its latest revised draft (2010) 

focuses on industrial structural adjustment and technology promotion. The policy 



encourages mergers and acquisitions in order to optimize the structure of 

production and by industrial restructuring the confusion in the commercial 

vehicle industry would be largely improved. With the increasing awareness and 

demands for energy saving devices and environmental protection, development of 

vehicles that run on “new energy” would be encouraged in the future. Therefore, 

heavy trucks which satisfy the requirements of environmental protection would 

have better sales potential than before. 

 The state administration of fuel taxation has been prescribed to impose fuel tax 

instead of road maintenance fees. Government utilizes prices as a guide to choice 

of truck types and for up gradation. Truck with high tonnage, high speed and high 

efficiency would have more cost advantages in the future. 

  “Chinese vehicle industry the eleventh five-year plan development planning” 

was issued by National Development and Reform Commission in 2007, 

according to which the vehicle industry would become the “pillar industry” of the 

national economy. It meant the government would strictly improve the vehicle 

industry admittance threshold; meanwhile, government encouraged several large 

companies and sped up the integration of enterprises to deal with the competition 

from foreign auto giants. In March of 2009, the National Development and 

Reform Commission, the Ministry of Commerce, the Pledges Inspect Bureau, the 

General Administration of Customs and the Labor Department put forward a joint 

announcement letter N, O kind of recall notice of the record. The heavy truck fell 

within the scope of the recall notice. The announcement has played an important 

role in qualitative improvements in the production of heavy trucks. 

 "Vehicle compression ignition, gas ignited type engine and car emissions limits 

on emissions and measuring technique" set the implementation and execution 

time of the Chinese vehicle standards which are national III, IV, and V stages in 

2005. The heavy truck which can meet the required standards would gain a 

dominant position in the market. In 2007, “Energy saving emission reduction plan” 

reflected the government‟s support towards, the production and consumption of 



energy saving and environmental protection vehicles through certain tax breaks. 

This policy made firms gradually change and develop heavy truck designs. In the 

meanwhile, the consumption patterns of consumers also underwent a sea of 

change.  In 2009, “new energy vehicle production access management rules” set 

more thresholds to access enterprises and implemented a veto system. Admittance 

threshold was enhanced to protect enterprises which were engaged in real 

research and development of new energy vehicle. Therefore, it provided a big 

opportunity for new energy trucks in the heavy truck industry.  

 “Reduce vehicle tolls on the opinions of the charge standard” was issued by the 

Ministry of Communication and National Development and Reform Commission 

in 2004 and came into effect in 2005. It cut tolls for trucks with 15 tons above 

truck load to the current rates of 30%, and tolls for trucks of10 tons to 15 tons 

(inclusive) were reduced by 20%. This gave a boost to the demand for heavy 

trucks in the country. 

Therefore, the government attached due importance to the heavy truck industry and 

used direct intervention polices to reorient industrial development. This is a key 

difference between the heavy truck industry in China and those in other countries. 

4.2 Industrial factor analysis 

Four interrelated fixed factors formed as a diamond have been used to describe the 

industrial environment. This section uses related data to describe these four factors in 

the Chinese heavy truck industry.  

4.2.1 Factor Conditions 

In the diamond model, there were five specific factor conditions: human resources, 

physical resources, knowledge resources, capital resources and infrastructure. They 

have been described one by one. 



4.2.1.1 Human resources 

Abundant labor resources are one of China‟s most predominant national conditions. 

China has a large population base which allows human resources to continue 

expanding. By the end of the 2009, China's total population had reached 1.33474 

billion (excluding Hong Kong, Macao and Taiwan province), and the labor force 

resources reached 1.06969 billion. Compared to 2000, this was an increase of 112.67 

million (Figure 7).  

Figure 7: China labor force resource change trend (million) 

 

Source: Chinese human resource status in 2010 

The heavy truck industry cannot be developed without highly qualified human 

resources. As a result, the Chinese government formulated suitable policy measures to 

strengthen the quality of labour, by improving Chinese human resources, through 

increased investment in education. According to Figure 8, the rising trend shows a 

significant increase in the number of people who have acquired higher education. By 

the end of the 2009, the total number of „talented‟ from the nation‟s perspective had 

reached 568 million (Figure 8). Therefore, China‟s human resources provide a unique 

advantage in terms of labour quantity and quality, which helps the heavy truck 

industry as well. 
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Figure 8: Higher education graduates quantity (million) 

 

Source: Chinese human resource status in 2010 

4.2.1.2. Physical Resources 

China is rich in naturally occurring physical resources and is one of the largest 

producers of antimony, zinc and tungsten in the world. It was also well known for its 

production of coal, iron ore, magnetite, petroleum, aluminum, natural gas, mercury, 

tin, lead, manganese, molybdenum, vanadium, uranium and other rare elements. 

Availability of these physical resources has laid down a solid foundation for long term 

development of the heavy truck industry. 

Meanwhile, the Chinese government has also paid great attention to raise energy 

efficiency and to protect the environment. For instance, there were several policies 

designed to bring about energy efficiency and environmental protection (Table 1). 

The Chinese heavy truck industry looks forward to absorbing advanced expertise and 

technologies from foreign heavy truck industries. There are both opportunities and 

challenges to the introduction of “new energy” trucks in the Chinese heavy truck 

industry. 

4.2.1.3 Knowledge Resources 

Prior knowledge is an important resource in all kinds of industry. Drucker (2002) 

points out that the current society is fast becoming a knowledge society. The 
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Organization of Economic Cooperation and Development (OECD) classifies 

knowledge into four categories: fact knowledge (Know-what), principle Knowledge 

(Know-why), skills Knowledge (Know-how) and human knowledge (Know-who) in 

The Knowledge Economy Report (1996). The heavy truck is a technology intensive 

industry. Technology has improved as skill knowledge has risen in importance in the 

Chinese heavy truck industry. The “new energy” truck and the high safety truck all 

require high technologies and skills.  

However, the knowledge bottleneck has arisen among local heavy truck manufactures 

in China. In the global heavy truck industry, many advanced technologies such as 

ESP, ACC, LGS, TPMS, intelligent auxiliary system, and intelligent control system 

etc. have been widely applied, especially by the European and American heavy truck 

manufacturers,. Due to lack of advanced technology, the Chinese heavy truck 

manufacturers have had to cooperate with foreign heavy truck manufacturers. 

4.2.1.4. Capital Resources 

Porter (1990) pointed out there are three important indices to measure a country‟s 

capital resources: Gross Domestic Investment (GDI), Foreign Direct Investment (FDI), 

and Stock Market Capitalization (SMC). The three indices have been described in 

detail below. 

a. Gross Domestic Investment (Gross Capital Formation) 

Gross domestic investment is also called gross capital formation. The World Bank 

shows gross capital formation as a part of GDP and it includes “outlays on additions 

to the fixed assets of the economy” and “net changes in the level of inventories”. As a 

result of increase in investment stimulation and consumption, the Chinese GDP has 

grown at a rather high rate from 2006 to 2011 (Figure 9).  

 

  



Figure 9: Chinese annual GDP  

 

Source: China Statistical Yearbook 

The spur in domestic investment policies worked well and produced an impressive 

effect.  In the figure 10, there is an overall upward trend, especially in the 2009 when 

incidence of a rather large investment can be noticed. This was an effect of the 

stimulating economic policies during the period of global financial crisis.  

 

Figure 10: Gross Capital Investment (% of GDP)  

 

Source: World Bank Data 
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b. Foreign Direct Investment (FDI) 

Foreign direct investment remained a key driver of Chinese economic growth. The 

expansion of the currency rate was set to decelerate slightly from past levels, due to 

the winding back of fiscal stimulus measures and tighter monetary policies. Chinese 

FDI reached 105.7 billion dollars in 2010(Table 2). Growth in FDI indicates creation 

of business opportunities in the Chinese market. 

Table 2: Chinese Non-Financial Foreign Direct Investment Inflow 

 

 

 

 

Source: PRC Ministry of commerce, PRC National Bureau of Statistic, China Statistical Yearbook  

c. Stock Market Capitalization (SMC) 

The scale of China's stock market has been increasing rapidly since 2005 (Figure 11). 

The Chinese stock market capitalization had not entered the world top ten prior to 

2004; however, it surpassed Japan in late 2009 and occupied the second position. 

During the past six years, the current stock market capitalization has increased 

fivefold as compared to 2005. 

Figure 11: China Equity Market Capitalization 

 

Source: Bloomberg, China tells 



These three indices show increasing capital resources, which provided a good capital 

environment for a long term development in Chinese heavy truck industry.  

4.2.1.4. Infrastructure 

The heavy truck industry has a close relationship with infrastructure (including, but 

not limited to the road construction). Meanwhile, it also related to the transport and 

logistics and commercial vehicle. Therefore, road construction has been introduced as 

a part of infrastructural requirements for the development of heavy truck industries. 

The Chinese government published the National Expressway Network Plan in 2004. 

The aim of this plan was to establish an expressway connecting all capitals of 

provinces and autonomous regions with Beijing and with each other, to link the major 

cities and important counties.  

Nowadays, Chinese highways are far more perfect and convenient than before. 

Almost all the towns, counties and cities are accessible by highway. By the end of 

2006, the total mileage of highways in China had reached 3,457,000 kilometers 

(2,148,080 miles). Chinese total highway length had surpassed 650,000 km and is the 

second longest highway system in the world. Table 3 and Table 4 (in the Appendix) 

show highway transportation line length development in 33 provinces and cities from 

2000 to 2010. Therefore, the improvement of the highways has laid the foundation for 

the development of the heavy truck industry. 

In factor endowments, the Chinese heavy truck industry enjoys large advantages in 

the availability every factor. The government uses direct intervention method to 

develop the market environment via policies. This is a special characteristic in China. 

4.2.2 Demand Conditions 

 “Demand Conditions” refer to the domestic demand conditions. China, as a 

developing country, has a variety of public projects to be gradually implemented. 

Each city has various large-scale projects under construction every year, such as 



housing projects, and speeding up infrastructure construction in rural areas. These 

public projects have displayed a huge domestic demand. Heavy trucks are usually 

used for transportation of goods, the construction of supporting projects and special 

purpose vehicles. These public projects need the heavy truck to transport goods and 

materials from the area of production to the area to the site of the project. Moreover, 

the improvement of the highway network has made road transportation more 

convenient than train transportation and much cheaper than air transportation. 

Therefore, heavy trucks have become the kind of main mode of transportation in 

China. 

GDP and IFA reflect the growth trend in the heavy truck industry. GDP and its 

growth rate indicate that the demand on the domestic front in China is increasing. 

GDP growth rate maintained at a high 9% every year .After 2008; this growth trend 

has gradually shown signs of stabilization (Figure 12).  It means that the Chinese 

economy is stable as a whole and that total domestic demand is tending towards 

stabilization 

Figure 12: The Chinese GDP annual growth rate 

 

Source: World bank data  

  “Investment in Fixed Assets” (IFA) consists of investment in urban and rural 

construction projects, investment in real estate development, national defense, civil air 
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transport, defense construction projects and farmers‟ investment (China Statistical 

yearbook, 2011). IFA showed that these projects have stimulated domestic demand 

and also influenced the heavy truck industry. According to the Figure 3, GDP and IFA 

both have upward trends year after year. It means that demand for large scale 

construction projects accounts for a major part of domestic demand. High-speed 

growth of the national macro-economic demand plays a supporting role to the heavy 

truck industry. These construction projects need more heavy trucks to be used for 

transport. 

4.2.3 Related and Supporting Industries 

For the Chinese heavy truck industry, the most important related and supporting 

industry was transportation and logistics industry. Since, one industry could not exist 

alone booming upstream and downstream industries provided a good business 

environment and competitive advantage.  

Nowadays, the transportation and logistics industry frequently uses truck to transport 

material for construction project, and made truck more and more important than other 

kinds of transport. China‟s land was vast and had complex terrain. The distribution of 

resources and regional economic were uneven. Moreover, railway network could not 

reach some place which had complex terrain; nevertheless, truck could reach. One 

hand, trucks were more convenient than ships and trains to arrive at some places. 

While, on the other hand, truck transportation was cheaper than air transportation. The 

road freight traffic and the road freight overturn were two common indexes to 

illustrate road transport situation. Ministry of Transport of the People‟s Republic of 

China provided relative data of these two indexes.  The Figure 4 and the Figure 5 

displays data of the annual road freight traffic and the annual road freight overturn 

from 2006 to 2010. They all steady increased from 2006 to 2011. The increasing trend 

can prove that transportation and logistics industry needed numbers of heavy truck to 

undertake more and more cargoes in the road transport. Therefore, steady growth of 



transportation and logistics industry supplied heavy truck industry opportunities to 

develop.  

4.2.4 Firm Strategy, Structure and Rivalry 

Several large state-owned manufacturers and small local enterprises form the Chinese 

heavy truck industry structure. The Chinese heavy truck industry developed swiftly in 

the recent 5 years and became the largest heavy truck market over the world in 2009. 

In 2010, DFAC and FAW which are two large state-owned manufacturers have 

become the biggest heavy truck manufacturers in China (Table 5). 

Table 5: Top 10 – New heavy commercial vehicle sales by brands (in thousands) 

 

Source: KPMG, emerging market report, 2010 

DFAC and FAW were the market dominators in heavy truck market. DFAC‟s market 

share was around 21 percent, and FAW‟s market share was around 19 percent 

(KPMG, 2006). DFAC‟s main businesses included passenger vehicles, commercial 

vehicles, engine, auto parts & components and equipment. Through over 40 year‟s 

development, a set of R&D and manufacturing facilities as well as an extensive 

distribution and after-sales network, has been established. In 2011, DFAC‟s domestic 

market shares of medium/heavy duty truck maintained the first; meanwhile, light duty 

truck‟s market shares kept the second position in the market (DongFeng annual report, 

2011). FAW Group Corporation is another state-owned heavy truck manufacturer, 

which became China's classic automobile manufacturer when it unveiled the nation's 



first domestically produced passenger car. More than 2,372,700 units‟ vehicles made 

it the top three Chinese vehicle manufacturers in 2011 (CAAM report, 2011).  

Nowadays, some foreign heavy truck companies entered into the Chinese market, 

such as Benz, IVECO, Man, Volvo, SCANIA, Daimler and Caterpillar. Foreign heavy 

truck companies are eager to enter Chinese heavy truck market to spread their brands 

and enlarge their market shares. However, the Chinese heavy truck market had a 

special competitive environment, in which state-owned manufacturers had controlled 

the Chinese heavy truck market, and the great majority of Chinese buyers preferred to 

buy low price trucks for the sake of costs. Even if, foreign manufacturers had more 

experience and mastered advanced technology, they also cannot compete with the 

local manufacturers in the monopolistic market. The low price was the leading factor 

in the Chinese local market and foreign high price trucks were difficult to sell in 

Chinese market so that the foreign companies just accounted for 2.1 percent market 

shares (KPMG, 2011). Low price made the local heavy truck lack of advanced 

technology or safety design while high price made the advanced foreign trucks 

difficult to sell. Therefore, local and foreign heavy truck companies used joint venture 

to complement disadvantages in order to achieve the strategic balance and innovation.  

By the end of 2011, there were six important joint venture events (table 6). Among 

these foreign manufactures, some of them exported their heavy trucks into the 

Chinese market via the joint venture companies while some others cooperated with 

local companies, to produce new heavy trucks. Such cooperation brought a “win-win” 

result: foreign companies occupied more market shares rapidly to expand their market 

and the Chinese manufacturers enhanced their product quality and technology. In 

addition, joint venture can also enhance these manufacturers innovation of their heavy 

trucks and operating management. 

 

 

 



Table 6: Joint venture situation 

 

Source: China Heavy Truck Industry 2009 

4.3 Interrelationships Analysis  

According to the Figure 2, there were six interrelationships among the four fixed 

factors in the industry environment. This section would analyze these six 

interrelationships based on the four fixed factors‟ analysis.  

4.3.1 Interrelationship between Factor Conditions and Demand 

conditions 

The factor conditions were the foundation of the demand conditions. The factor 

conditions supplied the raw material and projects to meet the demand of economic 

development. Infrastructures required all types of materials from different places. 

Road transportation solved this resource unbalance. It meant that there was a large 

and stable building demand to use the heavy truck transportation in a long term. It 

brought development opportunity to the Chinese heavy truck industry.  

The Figure 6 shows that Chinese heavy truck sales increased rapidly from 2006 to 

2010. Compared with 2008, the total sales of heavy truck doubled in 2010. According 

to the latest research, the heavy truck demand condition was relative with capital 

resources and infrastructure (KGMP, 2011). The heavy truck sales had a direct 

relationship with GDP and IFA (Figure 2). These data displayed Chinese heavy truck 



sales volume to be the same or higher than the growth rate of GDP and IFA (Figure 

12 & Table 3 & Table 4).  

4.3.2 Interrelationship between Factor Conditions and Firm Strategy, 

Structure and Rivalry. 

The factor conditions can affect an industry's future. If these basic materials were not 

enough, the industry would lack competitive advantage. Plenty of human resources, 

physical resources, capital resources and infrastructure, showed in the factor 

conditions analysis, provided all producing factors to the local manufacturers and 

attracted foreign heavy truck manufacturers to enter the China market. The Chinese 

heavy truck industry relied on resource advantage, to cover the low technology. 

Several foreign companies wanted to gain these resources to expand their market via a 

joint venture (Table 6).  

4.3.3 Interrelationship between Factor Conditions and Related and 

Supporting Industries 

The factor conditions had a close relationship with the related and supporting 

industries. The related and supporting industries needed plenty of resource to produce 

the truck parts and construct transportation infrastructures. The related and supporting 

industries formed the industrial clusters to use resources effectively.  

The transportation and logistics industry was the most relevant related and supporting 

industries, which formed the industrial clusters with the heavy truck industry. Its 

development also was based on several factor conditions, such as human resource, 

knowledge resource and infrastructure. These resources provided development power 

for not only heavy truck industry but also related and supporting industries.  



4.3.4 Interrelationship between Firm Strategy, Structure and Rivalry 

and Demand conditions 

There is a demand-supply relationship between these two factors. The increasing 

domestic demand required more trucks to transport and to stimulate the heavy truck 

firms to enlarge production, as well as to influence the demand of firms‟ behavior. 

Since these two factors should match each other and if the domestic demand is greater 

than firms‟ production capacity, then supply would not be able to satisfy demand. If 

firms‟ production capacity is greater than the demand, then this industry would sink 

into stagnation. Therefore, the domestic demand moderately should expand according 

to the manufacturers‟ production capacity. The government could control the 

unbalance between supply and demand via policies and regulations to ensure industry 

and firms to maintain an increasing trend.   

4.3.5 Interrelationship between Demand condition and Related and 

Supporting Industries 

In the demand condition, macro demand contained industry‟s demand. The related 

and supporting industry should regard this demand as an opportunity to develop itself.  

The Figure 3 displays the same increasing trends of GDP and IFA on the macro 

demand level. According to the Figure 4 and Figure 5, the road freight traffic and the 

road freight overturns also had same increasing trends on the industry level. The 

related and supporting industry should satisfy its industry‟s demand.  

As for the heavy truck industry, these two factors‟ increasing demands all stimulated 

the heavy truck industry to meet them. This interrelationship was similar to the 

interrelationship between Firm Strategy, Structure and Rivalry and Demand 

conditions.  



4.3.6 Interrelationship between Firm Strategy, Structure and Rivalry 

and Related and Supporting Industries 

The firm strategy, structure and rivalry, which were in an industrial cluster, were 

important for the development of the related and supporting industries. As upstream 

and downstream industry, they were in an industrial cluster. As upstream and 

downstream industry, they can influence each other in co-prosperity or common 

decline. This kind of interactive relationship obviously existed in the Chinese heavy 

truck industry and transportation and logistics industry. The strengthened production 

capacities of local firms and the entering of foreign heavy truck firms added much 

attractiveness to the Chinese heavy truck industry.  

4.4 The relationship between government and industry 

environment 

Government influenced the industry environment through policy, law and regulations. 

The government could regulate and supervise other four factors. First of all, the 

government had the authority to allocate resources and infrastructure. When 

government authorized some infrastructures to be built in one year, the heavy truck‟s 

sales would obviously increase in that year. For instance, the 2008 Olympic Games 

brought a number of the Olympic stadiums in many cities. In that year, the sales of the 

heavy truck reached 538,510 trucks (Figure 6). Secondly, the government can adjust 

the domestic demand to affect the heavy truck industry. IFA controlled by the 

government could raise domestic demand and influence the heavy truck industry. 

Thirdly, the related and supporting industry should comply with applicable industry 

law and regulations to develop, and the policies also brought challenge and a chance 

to upstream and downstream industry of heavy truck industry. Finally, firms‟ strategy 

would be changed as a result of policies and industry environment changing. 

 

 



 

5. Discussion and Conclusion 

In the previous sections, this paper has been analyzing the current situation of the 

Chinese heavy truck- market based on the adapted Porter‟s diamond model. It has 

been shown that the government plays a pivotal role in national economies by making 

policies which give an assurance of a steady development of heavy truck industry, and 

it would be highly possible for foreign truck companies to enlarge the Chinese market 

if the appropriate strategy was adopted.  

(1) The importance of government intervention 

After the analysis, it was understood that, the government‟s interventions were mainly 

twofold: the overall national economic growth and development of heavy truck 

industry. 

Firstly, China‟s five-year plan, involving a comprehensive stimulus package boosted 

the overall economic growth, thus facilitating the development of the heavy truck 

industry. Every five years, Chinese government drafted and implemented a series of 

national economic plans for the subsequent years, and these were known as Five-Year 

Plans. Over the period from 2006 to 2010, the Eleventh Five-Year plan was 

conducted, with an aim to maintain the market boom with the GDP growth rate, not 

lower than 8%. When a package of stimulus measures are created, a host of 

magnificent chances in every field, especially some closely connected to 

infrastructure, the heavy truck industry enters an accelerating growth. According to 

the adapted Porter‟s diamond model, as a guiding policy, the Five-Year plan was able 

to influence four factors in the heavy truck industry environment and related data 

analysis could confirm this point. Therefore, from this point, macro-control measures 

effectively ensures a growing volume of heavy truck demand and production since 

most of the industry fields were beneficiaries of the stimulus package.  



Secondly, China heavy truck industry was fronted with many challenges, such as 

updating technology to a more sophisticated level as the government was determined 

to transform the industry to be in consistent with international standards. The 

internationally prominent heavy truck manufactures were usually well-known for the 

cutting-edge technology, for instance, on the security system and energy conservation. 

However, this has been a disturbing weakness for local heavy truck manufacturers in 

China since low price overrides safety and efficiency from the perspective of most 

Chinese consumers. When the government worked, in harness, to improve this 

situation in 2005 by legislating, the heavy truck industry upgrading process was 

forced to be placed on major companies‟ schedule. This development indicated the 

governments overwhelming role in influencing the rise and fall of certain products.  

(2) Implications for foreign companies 

According to the analysis of adapted Porter‟s diamond model, every factor confirmed 

the significant competitive advantages of Chinese truck industry, and this has crucial 

implications to foreign corporations when handling Chinese truck-related business.  

First and foremost, the availability of abundant resources including human capitals, 

natural resources and infrastructure could provide a solid foundation to China heavy 

truck industry. For any western company hoping to thrive in China‟s market, these 

prerequisites were quite tempting compared with other emerging countries.  

Besides, the rapid development of the upstream and downstream industries among 

China‟s truck manufactures was forming an increasingly mature industry cluster, 

which meant this field had a vast potential to maintain a healthy and long-term 

development.  

The third factor in the adapted model, „demand conditions‟, and reflected a unique 

momentum of China‟s truck industry as well. As stated in the previous sections, 

national economic activities in China were under the guidance of centralized scheme, 

so as long as the government was willing to prioritize the enhancement of citizens‟ 

living standards and maintenance of the economic growth, the demand of heavy 



trucks was unlikely to drop dramatically. Similarly, once the government legislates to 

support the production of more environment-friendly trucks or the ones equipped with 

better security system, the old trucks might be on the verge of being eliminated in the 

near future and the demand for a new type would be on the rise. What should have 

been highlighted, therefore, was the necessity in considering China‟s unique political 

system for a foreign company? In the attempt to expand Chinese business, this factor 

should never be underestimated. Otherwise, the consequence might be catastrophic. In 

this sense, an international company should be fully aware of the danger of relying on 

successful experience in other markets and pay close attention to Chinese government 

preferences and policies in recent years and avoiding making decisions merely based 

on the market behaviors less influenced by political forces.  

The fourth factor, „firm structure and rivalry, suggests a possible format of entering 

into Chinese market by foreign companies. Nowadays, competition among local 

manufactures has become increasingly fierce in Chinese heavy truck market, so the 

traditional battle field, trucks with low price and low technology is gradually losing its 

charm. In contrast, the high-end market was growing due to governments‟ policies, 

and this was undoubtedly a significant turning point for foreign heavy truck 

companies with leading research and development teams. At the current stage, 

focusing only on high-end market is less likely to ensure a decent profit, considering 

that this market share is quite marginal and few Chinese manufacturers would regard 

it as its main products. So for a foreign company, a compromise would be to enter 

Chinese market by establishing a joint venture companies with the local counterparts. 

It has been shown that joint-venture is an effective market penetration to understand 

Chinese heavy truck industry. When sharing a certainly agreed proportion of 

technology, as a return, an international brand would also be strongly promoted 

among Chinese local customers, and this is going to provide a rich soil for its future 

growth.  

 

 



6. Limitation and Further Research 

One of the main limitations of the paper is that it is based on the secondary data. They 

are reliable and credible; however, it‟s also true that secondary data cannot keep path 

with the present situation. This study, on the macro analysis, mainly focuses to 

highlight government strength. If the paper had added several companies‟ interview as 

cases, thesis would be more complete than before.  

Secondly, this topic is suitable for a long term study. Further research or case studies 

could have been carried out to show the micro situation in various companies. This 

would have covered the shortage of secondary data. With the development of Chinese 

heavy truck industry, it is expected that some new important factors will influence this 

industry in China. Porter‟s diamond model can also be helpful in the analysis of many 

other notable industries of the country.  
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Appendix: 

Table3: Highway transportation line length (Kilometers) 

 

 

 

 

 

 

 

 

 

Source: Ministry of transport of the people‟s republic of China, China Association of Automobile Manufacturers 

Table 4: Highway transportation line length (Kilometers) 

 

 

 

 

 

Source: Ministry of transport of the people‟s republic of China, China Association of Automobile Manufacturers 


