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Introduction

The COVID-19 pandemic is impacting many business sectors in the U.S. and global economy, and the
automotive industry is no exception.' There has been a sharp drop in crude oil prices, which is causing a
sharp drop in gasoline prices.? Also, many vehicle manufacturing plants have had to temporarily close.’
Furthermore, unemployment claims have been rising since the start of the pandemic.* All of these factors

are leading experts to analyze how the electric vehicle market could be impacted by the pandemic.

Prior to the pandemic, as seen in Figure 1, electric vehicle sales have seen growth almost every year since
2010. One of the exceptions was 2019 which saw a slight drop in sales. However, that drop in sales has
been attributed to supply-side issues with Toyota phasing out its Prius without having a successor and
with GM losing production volume in switching over to the 2™ generation Volt.” The question many

experts are trying to answer is: after the pandemic, how will the electric vehicle market be affected?

This report focuses on the electric vehicle market for passenger cars and surveys positive and negative

views of the future of the market.
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Figure 1. U.S. Plug-In Electric Vehicle Sales by Year Source: EV-Volumes

POLICY RESEARCH CENTER
atprc.ua.edu

ATPRC-2020-008 June 2020



http://atprc.ua.edu

Impact of the COVID-19 Pandemic on the Electric Vehicle Market Page 2 of 6

Negative Outlook

There are several factors that give analysts cause for concern for the electric vehicle market
during and after the pandemic including: shutdown in electric vehicle manufacturing plants, the
price discrepancy between electric and internal combustion engine vehicles (ICE), and consumer

confidence and awareness.

Shutdown of Manufacturing Plants

One factor that some expect to harm the auto industry is the shutdown of vehicle manufacturing plants.®
Many vehicle manufacturing plants have had to halt production temporarily and with fewer vehicles
produced there will likely be fewer vehicles purchased.” Additionally, unionized auto workers believe that
General Motors, Ford, and Fiat Chrysler should not restart production until there is sufficient testing.®
Some analysts believe that the plant shutdowns will impact the electric vehicle market even more so than
the auto industry in general.’

As seen in Figure 2, the consultancy firm Wood Mackenzie projects the global sales of electric vehicles to
drop by 43% in 2020." Other analysts predict global sales of electric vehicles to drop by 18%." The
projected decline in sales is due to a combination of automakers delaying production, the drop in gas
prices, and consumers taking a wait-and-see approach to buying new models.'>* However, Wood
Mackenzie still believes that the long-term outlook for electric vehicles remains positive, because of

automakers’ interest in climate-friendly vehicles."
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Figure 2. Global EV sales change projections Source: Wood Mackenzie
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Price Discrepancy between EVs and ICE Vehicles

Other experts are concerned about how the price discrepancy between electric vehicles and their internal
combustion engine (ICE) counterparts will impact the electric vehicle market going forward."* For
example, the Hyundai Kona starts at $21,420 and the Kona Electric starts at $38,310."” Some experts worry
that with the drop in gas prices, it would take consumers too long to recoup the purchase price difference

between ICE vehicles and electric vehicles for consumers to justify the purchase.'®

Consumer Confidence and Awareness

Regardless of the effects from the pandemic on electric vehicles, the industry will likely have to work to
increase consumer confidence and awareness. According to the J.D. Power 2020 Q1 Mobility Confidence
Index Study (the study), consumer confidence in electric vehicles is 55 on a 100-point scale."”
Additionally, 70% of respondents said they have never been in an electric vehicle and 30% said they know
nothing about them.'® Based on the study results, Kristin Kolodge, executive director of driver interaction
and human machine interface research at J.D. Power, said that automakers are “pushing forward with
technology that consumers seem to have little interest in.”'* The responses to the study have caused some
to share a concern for automakers and a led them to believe that automakers may need to focus more on

educating consumers about electric vehicles.*

Positive Outlook

There are several factors that give analysts hope for a positive outlook for the electric vehicle
market during and after the pandemic including: consumer views of the environment, evolution
of electric vehicles, views that pandemic will cause only a delay in the electric vehicle market, and

regional differences due to differences in regulations and policies.

Views of the Environment

Some observers believe the post-pandemic outlook for electric vehicle sales will be unaffected or even
improved from pre-pandemic levels. One reason the electric vehicle market could improve is due to the
environmental effects seen during the pandemic resulting from the reduction in vehicle emissions. A fleet
management company in the United Kingdom surveyed 200 people; 62 percent of respondents said they
were considering buying or were committed to buying an electric vehicle after seeing how clean the air
became during the COVID-19 lockdown.!
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Evolution of EVs and AVs

Another reason the electric vehicle market could improve is an outgrowth of the realities of living in a
pandemic combined with the current trajectory for electric vehicles. The pandemic has accelerated
research, sales, and use of autonomous vehicles, including electric self-driving cars.” > In Las Vegas,
autonomous vehicles are being used to deliver meals safely to vulnerable people.** With medical staff and
employees being more in demand, autonomous electric vehicles are able to provide for the transportation
of COVID-19 tests, which frees up medical personnel for other important tasks.” Furthermore, as online
orders increase, more delivery vehicles are on the streets, including electric ones.* While the autonomous
vehicle market currently is a mix of internal combustion, hybrid, and electric, the trend is expected to be
toward electric.” *® Note that while this report is limited to passenger vehicles, there is also optimism for
the electric truck market in the future.”

Delay in Market Only

An alternative viewpoint is that the pandemic will not reverse the growth in electric vehicle sales but only
delay the growth.” Some believe that electric vehicle sales could be cut in half in 2020 but are optimistic
for the long-term growth of the sector. While many consumers purchase fewer fuel-efficient vehicles
when gas prices are low, former Energy Secretary Ernest Moniz believes the decrease in electric vehicle
sales will only be temporary. At least one electric vehicle manufacturer, General Motors, has stated its
commitment to keeping up the momentum with its electric vehicle sales.’” Furthermore, BloombergNEF
projects that by 2040 electric vehicles will make up 58% of all new car sales.*® Part of BloomergNEF’s
reasoning in predicting that electric vehicles will make up the majority of new car sales by 2040 is the fact
that during the pandemic, global sales of ICE cars are on track to drop by 23%, while electric vehicles are
on track to drop 18%.%

Regional Differences

Finally, some geographic areas may have a positive outlook for the electric vehicle market, while others
have a negative outlook. Some sources believe the impacts to the EV market will depend on the region.**
For example, China and Europe could have minimal impact due to governmental investment and
favorable regulations.” However, the United States may experience more of an impact, if federal

regulations regarding emissions standards are reduced and oil prices remain low.

At least one state, Colorado, has outlined plans to increase the number of electric vehicles in the state, but
the pandemic may require adjustments to the goals set out in the plan.’® William Toor, executive director
of the Colorado Energy Office, said the uncertainty of budget impacts from the pandemic could have an
impact on the goals in the plan going forward.”” However, Toor said the overarching goal of plan remains
the same - to cut down pollution.*
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Alabama is well positioned should the market expand. Mercedes-Benz U.S. International, with plants in

Tuscaloosa and Bibb Counties,* has announced its intent to expand production of electric vehicles.*

Acknowledgment

This report was prepared by Justin Fisher for the Alabama Transportation Institute at the University of
Alabama. Produced by the Transportation Policy Research Center, a unit of the Alabama Transportation

Institute.

THE UNIVERSITY OF Research &

ALABAMA Economic Development
Alabama Transportation Policy Research Center

! Alex Brotschi, “Beyond coronavirus: The road ahead for the automotive aftermarket,” Mickensey and Company
(May 1, 2020) https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/beyond-coronavirus-
the-road-ahead-for-the-automotive-aftermarket

2 Congressional Research Service, “U.S. Gasoline Prices: No Driving, No Benefits to Consumers” (April 3, 2020)

3 Breana Noble, “Ford production shutdown could go into May, CEO says” Detroit News (March 31, 2020)
(https://www.detroitnews.com/story/business/autos/ford/2020/03/31/ford-delays-restarting-manufacturing-
north-america-indefinitely-amid-covid-19-outbreak/5093210002/

4 Associated Press, “30 million have sought U.S. unemployment aid since COVID-19 hit” (April 30, 2020)
https://www.marketplace.org/2020/04/30/covid-19-us-unemployment-state-benefits/

5 Roland Irle, “USA Plug-in Sales for 2019 YTD October” EV-Volumes, (retrieved May 29, 2020) https://www.ev-
volumes.com/country/usa/

6 lbid at 3.

7 Jeffrey Sauger, “Covid-19 Is Bad for the Auto Industry—and Even Worse for EVs”
https://www.wired.com/story/covid-19-bad-for-auto-industry-worse-for-evs/ (March 19, 2020)

8 Joann Muller, “1 big thing: auto industry on ice over testing” Axios (April 24, 2020)
https://www.axios.com/newsletters/axios-navigate-483e9861-932a-4a0d-9781-4598439ba833.html

°lbid at 8

10 Wood Mackenzie, “Global electric vehicle sales to drop 43% in 2020” (April 8, 2020)
https://www.woodmac.com/press-releases/global-electric-vehicle-sales-to-drop-43-in-2020/

11 Bloomberg NEF, “Electric Vehicle Outlook 2020” (retrieved May 29, 2020) https://about.bnef.com/electric-
vehicle-outlook/

12 Ben Geman, “Electric vehicles sales head toward a big drop” Axios (April 8, 2020)
https://www.axios.com/electric-vehicles-sales-decrease-coronavirus-81a56407-b500-4029-a823-
db9149753dd3.html

13 |bid.

14 Roberto Baldwin, “Electric-vehicle adoption likely to slow amid pandemic, recession.” Car and Driver (April 27,
2020) https://www.caranddriver.com/news/a32215444/recession-ev-electric-car-buying-slower/

15 1bid.

16 |bid at 9.

POLICY RESEARCH CENTER
atprc.ua.edu

ATPRC-2020-008 June 2020



http://atprc.ua.edu
https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/beyond-coronavirus-the-road-ahead-for-the-automotive-aftermarket
https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/beyond-coronavirus-the-road-ahead-for-the-automotive-aftermarket
https://www.detroitnews.com/story/business/autos/ford/2020/03/31/ford-delays-restarting-manufacturing-north-america-indefinitely-amid-covid-19-outbreak/5093210002/
https://www.detroitnews.com/story/business/autos/ford/2020/03/31/ford-delays-restarting-manufacturing-north-america-indefinitely-amid-covid-19-outbreak/5093210002/
https://www.marketplace.org/2020/04/30/covid-19-us-unemployment-state-benefits/
https://www.ev-volumes.com/country/usa/
https://www.ev-volumes.com/country/usa/
https://www.wired.com/story/covid-19-bad-for-auto-industry-worse-for-evs/
https://www.axios.com/newsletters/axios-navigate-483e9861-932a-4a0d-9781-4598439ba833.html
https://www.woodmac.com/press-releases/global-electric-vehicle-sales-to-drop-43-in-2020/
https://about.bnef.com/electric-vehicle-outlook/
https://about.bnef.com/electric-vehicle-outlook/
https://www.axios.com/electric-vehicles-sales-decrease-coronavirus-81a56407-b500-4029-a823-db9149753dd3.html
https://www.axios.com/electric-vehicles-sales-decrease-coronavirus-81a56407-b500-4029-a823-db9149753dd3.html
https://www.caranddriver.com/news/a32215444/recession-ev-electric-car-buying-slower/

Impact of the COVID-19 Pandemic on the Electric Vehicle Market Page 6 of 6

17 ).D. Power, “Reality Check: Consumer Sentiment on Future Mobility Technologies Declines Even Before the New
Normal Hits” (April 21, 2020) https://www.jdpower.com/business/press-releases/2020-q1-mobility-confidence-
index-study-fueled-surveymonkey-audience

18 |bid.

19 1bid.

20 Carolyn Fortuna, “We’re Concerned For Automakers,” Says JD Power Exec — Survey Finds Weak EV & Autonomy
Consumer Confidence & Awareness” Clean Technica (May 3, 2020) https://cleantechnica.com/2020/05/03/were-
concerned-for-automakers-says-jd-power-exec-survey-finds-weak-ev-autonomy-consumer-confidence-awareness/
21 Bradley Berman, “Study: Pandemic lockdowns are encouraging more consumers to buy electric cars” Electrek
(April 9, 2020) https://electrek.co/2020/04/09/study-pandemic-lockdowns-are-encouraging-more-consumers-to-
buy-electric-cars/

22 Sean Szymkowski, “Coronavirus highlights strengths of self-driving delivery vehicles” CNET (March 18, 2020)
https://www.cnet.com/roadshow/news/coronavirus-self-driving-delivery-vehicles-china/

23 Paul Linert and Jane Lanhee Lee, “Automated delivery cashes in on pandemic-driven demand,” Reuters (May 18,
2020) https://www.reuters.com/article/us-health-coronavirus-delivery-robots-fo/automated-delivery-cashes-in-
on-pandemic-driven-demand-idUSKBN22U1F8

24 Kyle Wiggers, “Hyundai and Aptive redeploy autonomous vehicles to deliver meals to vulnerable people”
Venture Beat (May 11, 2020) https://venturebeat.com/2020/05/11/hyundai-and-aptiv-redeploy-autonomous-
vehicles-to-deliver-meals-to-vulnerable-people-in-las-vegas/

25 Kristin Musulin, “AVs in Jacksonville, FL are shipping COVID-19 tests to the lab” Smart Cities Dive (April 8, 2020)
https://www.smartcitiesdive.com/news/jacksonville-jta-autonomous-vehicles-mayo-clinic-coronavirus/575662/
26 Sharon Feigon, “Moving forward from COVID-19” Shared User Mobility Center (April 13, 2020)
https://sharedusemobilitycenter.org/moving-forward-from-covid-19/

27 Eric Schmidt, “Autonomous vehicles are going to be electric,” Fleet Carma (September 10, 2018)
https://www.fleetcarma.com/autonomous-vehicles-going-electric/

28 Greg Gardner, “Why most self-driving cars will be electric,” USA Today (September 19, 2016)
https://www.usatoday.com/story/money/cars/2016/09/19/why-most-self-driving-cars-electric/90614734/

2 Transport Dive, “Electric trucks are the ‘inevitable future’, fleets say” (May 19, 2020)
https://www.transportdive.com/news/Electric-Class-8-trucks-CARB-2020-coronavirus/577687/

30 Abby Smith, ” Electric car sales expected to weather massive pandemic hit” Washington Examiner (April 23,
2020) https://www.washingtonexaminer.com/policy/energy/electric-car-sales-expected-to-weather-massive-
pandemic-hit

31 |bid.

32 Tina Casey, “BloombergNEF: Electric Vehicles = 58% of New Car Sales by 2040,” Clean Technica, (May 19, 2020)
https://cleantechnica.com/2020/05/19/bloombergnef-electric-vehicle-58-of-new-car-sales-by-2040/

3 |bid.

34 McKinsey Center for Future Mobility, “The impact of COVID-19 on future mobility solutions” (May 4, 2020)
https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/the-impact-of-covid-19-on-future-
mobility-solutions

35 Jack Ewing, “The Pandemic Will Permanently Change the Auto Industry” Ney York Times (May 13, 2020)
https://www.nytimes.com/2020/05/13/business/auto-industry-pandemic.html

36 Moe Clark, “Colorado unveils new plan to get more electric vehicles — of all sizes — onto its roads” Colorado
Sun (April 24, 2020) https://coloradosun.com/2020/04/24/colorado-electric-vehicles-plans/

37 Ibid.

38 |bid.

3 Jerry Underwood, “Mercedes Launces Construction of Alabama Battery Plant for EVs” Made in Alabama
(October 8, 2018) https://alabamanewscenter.com/2018/10/08/mercedes-launches-construction-of-alabama-
battery-plant-for-evs/

40 Gail Allen Short, “Mercedes Moves Toward Electric” Business Alabama (February 10, 2020)
https://businessalabama.com/mercedes-moves-toward-electric/

ALABAMA
TRANSPORTATION
POLICY RESEARCH CENTER
atprc.ua.edu

ATPRC-2020-008 June 2020



http://atprc.ua.edu
https://www.jdpower.com/business/press-releases/2020-q1-mobility-confidence-index-study-fueled-surveymonkey-audience
https://www.jdpower.com/business/press-releases/2020-q1-mobility-confidence-index-study-fueled-surveymonkey-audience
https://cleantechnica.com/2020/05/03/were-concerned-for-automakers-says-jd-power-exec-survey-finds-weak-ev-autonomy-consumer-confidence-awareness/
https://cleantechnica.com/2020/05/03/were-concerned-for-automakers-says-jd-power-exec-survey-finds-weak-ev-autonomy-consumer-confidence-awareness/
https://electrek.co/2020/04/09/study-pandemic-lockdowns-are-encouraging-more-consumers-to-buy-electric-cars/
https://electrek.co/2020/04/09/study-pandemic-lockdowns-are-encouraging-more-consumers-to-buy-electric-cars/
https://www.cnet.com/roadshow/news/coronavirus-self-driving-delivery-vehicles-china/
https://www.reuters.com/article/us-health-coronavirus-delivery-robots-fo/automated-delivery-cashes-in-on-pandemic-driven-demand-idUSKBN22U1F8
https://www.reuters.com/article/us-health-coronavirus-delivery-robots-fo/automated-delivery-cashes-in-on-pandemic-driven-demand-idUSKBN22U1F8
https://venturebeat.com/2020/05/11/hyundai-and-aptiv-redeploy-autonomous-vehicles-to-deliver-meals-to-vulnerable-people-in-las-vegas/
https://venturebeat.com/2020/05/11/hyundai-and-aptiv-redeploy-autonomous-vehicles-to-deliver-meals-to-vulnerable-people-in-las-vegas/
https://www.smartcitiesdive.com/news/jacksonville-jta-autonomous-vehicles-mayo-clinic-coronavirus/575662/
https://sharedusemobilitycenter.org/moving-forward-from-covid-19/
https://www.fleetcarma.com/autonomous-vehicles-going-electric/
https://www.usatoday.com/story/money/cars/2016/09/19/why-most-self-driving-cars-electric/90614734/
https://www.transportdive.com/news/Electric-Class-8-trucks-CARB-2020-coronavirus/577687/
https://www.washingtonexaminer.com/policy/energy/electric-car-sales-expected-to-weather-massive-pandemic-hit
https://www.washingtonexaminer.com/policy/energy/electric-car-sales-expected-to-weather-massive-pandemic-hit
https://cleantechnica.com/2020/05/19/bloombergnef-electric-vehicle-58-of-new-car-sales-by-2040/
https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/the-impact-of-covid-19-on-future-mobility-solutions?cid=other-eml-alt-mbl-mck&hlkid=3779e50d77fc43ab84264c6c09deb1c9&hctky=11852418&hdpid=a5a83544-b355-4758-8c0c-8956f09bd7f2
https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/the-impact-of-covid-19-on-future-mobility-solutions?cid=other-eml-alt-mbl-mck&hlkid=3779e50d77fc43ab84264c6c09deb1c9&hctky=11852418&hdpid=a5a83544-b355-4758-8c0c-8956f09bd7f2
https://www.nytimes.com/2020/05/13/business/auto-industry-pandemic.html
https://coloradosun.com/2020/04/24/colorado-electric-vehicles-plans/
https://alabamanewscenter.com/2018/10/08/mercedes-launches-construction-of-alabama-battery-plant-for-evs/
https://alabamanewscenter.com/2018/10/08/mercedes-launches-construction-of-alabama-battery-plant-for-evs/
https://businessalabama.com/mercedes-moves-toward-electric/

