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This paper examines the success of China's state-led economy
through a case study of its automotive industry. It offers a novel
explanation for a paradox in mainstream economic theory: the
conventional view that state ownership undermines efficiency
because of inadequate incentive mechanisms, contrasted with
the demonstrated competitiveness of China's automotive industry
despite extensive state ownership and intervention. The study adopts
a historical case study approach grounded in developmental state
theory. Drawing on historical documents, it examines the underlying
determinants of the industry's success at three interconnected levels:
the industrial, macroeconomic, and political-governance levels. The
analysis focuses on several key factors, including industrial policy,
industrial clustering, investment financing, the distinctive model
of foreign joint ventures, and the institutional characteristics of
China's planning and governance system. The findings suggest that
state ownership does not necessarily result in inefficiency when
the state possesses the policymaking capacity and institutional
characteristics of a developmental state. On the contrary, through
industrial policy, strategic resource allocation, investment financing,
and the structuring of state-firm relations, the state can create the
conditions necessary for technological development and enhanced
industrial competitiveness. From this perspective, the success of
China's automotive industry is attributable not to the marginalization
of the state, but rather to the quality and strategic orientation of
state intervention and its interaction with the ownership structure.
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