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Abstract: The project of localization of Shanghai Volkswagen Santana cars, which officially began in 1985, was
one of the most important measures for China to utilize foreign capital during the early stage of the reform and
opening up. However, as the Federal German Volkswagen Group had its own interests and the management mode
of China’ s domestic automobile industry was still being adjusted, until the end of 1987 the localization process
was far from the progress stipulated in the joint venture agreement. After foreign-exchange tensions occurred in
China on several occasions, the central and local governments strengthened support and promotion, prompting the
Volkswagen Group to take the localization of the Santana as a top priority. By the end of 1991, the localization of
Santana had made crucial progress. This not only created a local supply chain system in China for Shanghai Volk-

swagen but also was one of the important reasons for the deep presence of the Volkswagen Group in China.
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