=

[SUSTAINABLE]

Markeding
Seratmgy

Marketing an Electric Vehicle in 2022iii

Orla was preparing for a job interview. The interviewing manager had given her a couple

of hours to think about how to increase purchases of battery electric vehicles (BEVs).

She looked up a few data sources and got ready to make a pitch. What were the obstacles

to selling such vehicles? What could be done to lower those obstacles?

Electric Cars in 2022

The first thing Orla did was to read a survey of consumers to understand the current

state of electric vehicle sales. According to a Consumer Reports survey, only 2% of

Americans currently owned a BEV—a vehicle that runs only on electricity.iii This

definition of electric vehicle, by the way, excludes two of the three classes of electrified

vehicles, described belowiv.

Battery Electric Vehicles (BEVs): Have no ability to use gas and must therefore be
charged. The bestselling cars in this class in 2021 were: Tesla Model Y, Tesla
Model 3, Chevy Bolt, Ford Mustang Mach-E, and Volkswagen ID.4".

Plug-in Hybrid Electric Vehicles (PHEVs): Can run on electricity or gasoline.
Have a smaller battery that can be charged along with an efficient hybrid gasoline
engine. Toyota has long been the major PHEV manufacturer (Prius Prime and
Rav4 Prime), but the Jeep Wrangler 4Xe claimed to be the best-selling PHEV in
mid-2021v.

Hybrid Electric Vehicles (HEVs). Derive all energy from gas but make efficient
use of it. In 2021 popular models included the Honda CR-V Hybrid, Toyota
Camry Hybrid, Toyota Prius, Toyota Highlander Hybrid, and Toyota Rav4
Hybridvi.

International data from 2021 lumped BEVs and PHEVs into the same category and,

rather than interviewing respondents, measured new passenger car registrations. BEVs
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and PHEVs accounted for 64.5% of new registrations in Norway, 13.6% in Denmark,

12.7% in China, 11.6% in the UK, 9.8% in France and 2.6% in the US.Viii
Why Would Anyone Choose an Electric Car?

Marketers often try to identify a brand’s USP (Unique Selling Point). The same question
could also be asked of an individual product. Why would anyone buy a BEV when
traditional gas powered cars are an established technology, widely available, and do an

effective job of moving people around?

Gas Prices

One consideration when buying a car is its cost to operate. Gas prices seem especially
relevant, given their history of volatility (significant change), as shown in Figure 1.
Adjusting gas prices to 2012 dollars allows for comparison across years; a horizontal line

would be no change in real terms.

Figure 1. US Gas Prices Since 1993 (Inflation Adjusted to 2012 Prices)

Gas Price (Aug 2012 Index)

Sources: US Energy Information Administrationix and Federal Reserve Economic Datax

Gas prices do seem to matter to consumers. According to the Consumer Reports survey,
33% said that a lower cost to charge a BEV than to fuel a conventional vehicle would

most encourage them to buy or lease an EV. This topped the 31% who said that lower



lifetime costs and 28% who said that lower maintenance (both typical with a BEV)

would most encourage them to get a BEV.xi
Environmental Concerns

In the Consumer Reports survey, 51% of those who currently owned a BEV said
“reducing [their] impact on the environment is one of the most important factors when
purchasing a vehicle.” This compared to 36% of past BEV owners, and 26% of those who

had never owned a BEV.xi
Barriers to Adoption
Costs

The cost of a BEV—specifically the higher cost to purchase one—is a disincentive to
buying a BEV, according to 58% of those surveyedxiii, A majority of those asked (53%)
said that tax incentives/discounts at purchase would encourage them to adopt a BEVxiv,
Yet nearly half of respondents (46%)*" were not aware that significant incentives, such

as federal tax breaks up to $7,500%, already existed.
Range

Range anxiety is the fear of running out of power before one’s destination*vii. General
concerns about the distance that BEVs can travel on a single charge is a barrier to
adoption. In the survey, 55% of respondents worried about the number of miles that the

car could go before being chargedxvii,
Charging Logistics

Closely connected to the issue of range is charging logistics. The large batteries in BEVs
require fast chargers to charge quickly. These can be expensive to install in homes, are
generally unavailable for street parkers, and fast charging station availability varies
across the country. In the survey, 61% of respondents worried about charging

logisticsxix,



Other Objections

It’s easy to find other objections to electric vehicles. Orla found a website sharing “20
drawbacks of electric vehicles drivers overlook.” These include several variants on the
issues described above—range and charging logistics—as well as performance in certain
conditions (e.g., cold weather) and battery deterioration over time. Concerns that
vehicle manufacture is not as environmentally friendly as might be hoped also featured.
The author also mentioned up-front cost, cost to repair, lack of support from major car
companies, problems in developing markets with limited charging infrastructures, and
disruption to current business models. Finally, the author opined that EVs are
unattractive. “There are some electric vehicles that are stunning beauties, but most of

them are just plain ugly or ordinary at the very least.”xx
EV Exposure

Lack of familiarity remains an issue. Although 14% of respondents said that they would
definitely buy a BEV if purchasing a new carx<i, only 9% are “very familiar” with the
fundamentals of BEVsxxii, There was a pronounced difference between those who owned
and did not own a BEV as to whether they saw one in their neighborhood in the last
month. Of current BEV owners, 71% said they saw a BEV in their neighborhood in the
past month, compared to 45% of past owners and 44% of those who had never owned.
The Consumer Reports’ authors did note: “However, it is quite possible that it’s more a
matter of being familiar with EVs than actually seeing or not seeing them where you

live. i

Politics does seem to have some correlation with ownership. Consumer Reports created
an EV Experience Index that captured seeing BEVs, knowing people with one, driving
one, and being a passenger in one. Democrats had more experience than Independents,
who had more experience than Republicans. Those with more experience were more

likely to say they would buy a BEV.xxiv



Availability

Orla quickly checked the inventory availability of BEVs, investigating the six highest-
volume BEV sellers in the US in quarter 1 2022 to see if they had BEVs available in

her area, Athens, Georgiaxi,

e The nearest Tesla store was in Atlanta, about an hour’s drive away. Teslas are
generally ordered online. Within 100 miles only the Model S was in inventory,
which retailed around $150,000. No federal tax benefits could be claimed by
consumers, since credits are limited by manufacturer and Tesla’s had been
exhausted.

e The nearest Kia EV6 in inventory could be found in Gainesville, 40 miles away.
The nearest Kia Niro EV was in Pittsburgh, nearly 500 miles away.

e Orders for the 2022 Ford Mustang Mach-E and F-150 lightning were closed. It
was possible to sign up for news about 2023 models. Customers were warned
“Limited inventory may be available at selected dealers.”

e No Hyundai Kona Electric was available within 250 miles. Multiple vehicles of
the Hyundai Ioniq 5 were available for around $50,000 in the suburbs of
Atlanta, 40-50 miles away.

e A Nissan Leaf was available 46 miles away.

e No Volkswagen ID.4 was available but could be reserved for the future.

That was a lot of information. Orla sat down and started to outline a plan to further the
adoption of EVs in the US. What could, and should, be done?
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