Do range-based subsidies provided to
electric vehicle (EV) consumers incentivize
EV manufacturers to invest in reducing the
production cost per kilometer of range?
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Contributions _

Present new empirical evidence demonstrat-

ing that range-based subsidies:

" Have the capability to stimulate product
enhancements on the supply side by

" The estimated production cost per km of
range declined in 2016-2020

" EV subsidies to consumers raised the
investment probabilities of low-cost (high

targeting consumer demand
® Continue to exert influence even after the
removal of demand-side stimulations

market-share) firms by 25-38%

Figure: Production Cost of Range of New EVs
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" Chinese EVs succeeded in gaining
domestic and global presence:

* EV sales * 14 times in 2016-2020

year

and moved with the thresholds
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Table: Subsidies in Different Years and for Different Ranges (10,000 RMB)

range (km) 2016 2017 2018 2019 2020 2021 2022

Conclusion

0,100) 0 0 0 0 0 0 0
100, 150) 2.5 2 0 0 0 0 0
200, 250 4.5 3.6 2.4 0 0 0 0 - _—
: ) mers t* the investment probabilities by up
250, 300) 5.5 4.4 3.4 1.8 0 0 0 to 38
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Use product-level data to estimate a dynamic 300, 400) °>> 44 45 18 162 13 091 i _ _

400, 00) 55 44 5 25 225 18 126 " This impact is larger for manufacturers with

structural model where

o Heterogeneous mu'ti_product firms max- Average price 196 195 168 168 162 164 —
imize expected discounted prOfitS in flnlte Notes: The average exchange rate to USD during this period was about 6.5.
periods (static: prices, range; dynamic:
investment)

* A static logit model of heterogeneous
consumers maximizing utility

lower costs and higher market shares
" This implies RBS can be used to induce

technological adoption or product upgrad-
" The range of new EVs increased, but not at ing

the cost of vehicle sizes " This also implies environmental benefits
= Battery density increased and welfare gains of RBS are very likely

" The main competition is with gasoline larger than the existing estimates
producers not among EV producers

* EV producers' market shares < 2%, mean
0.1%, median 0.02%

Use counterfactuals to evaluate the impact of
consumer subsidies
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