
Responsible for over half the world’s 
1.2 million unit sales in 2017, China 
is by far the biggest electric vehicle 
(EV) market globally.1 

This vast market share has been heavily 
influenced by the Chinese government, 
which has bolstered the industry with 
a range of financial incentives and tax  
reductions for EV suppliers and manufac-
turers, as well as users. 

China’s determination to push forward 
the use of EVs goes hand-in-hand with the 
country’s work to eventually ban the sale of 
fossil fuel cars, and significant progress is 
being made in this market transformation. 
From 1.8 per cent in 2016, the penetration 
of EVs in China is projected to rise to 6.7 
per cent by 2020, and then to 20 per cent 
by 2025.2 

This growth presents a huge opportunity 
for businesses to enter a world-leading 
industry, but one made complex by im-
pending new government policies that 
will transform the market for manufac-
turers and suppliers. Only with extensive 
knowledge of the Chinese EV market and 
insights into consumer perspective will 
new entrants be successful.  

Evolved incentives

Government subsidies have undoubtedly  
been the main drivers of the Chinese EV  
market’s current size and projected growth,  
but they are scheduled to be phased out 
by 2020. However, a replacement dual- 
credit scheme for manufacturers will come  
into effect in 2019, in a move that will en-
courage more sustainable development 
within the market.

Early EV policies had a big focus on 
growth, but less on quality. Most EVs 
produced in China to date have been 
adapted from existing combustion en-
gine cars – an approach rewarded by the 
outgoing subsidies. But while helping to 
minimize development time and cost, 
this manufacturing method has left the 
market with an excess of smaller size, 
low-efficiency models, with a shorter 
electric range.

The new dual-credit scheme rewards 
or penalizes automakers with positive 
or negative credits, based on an array 
of factors, such as the fuel consumption 
and driving range of their EV models. 
The new scheme will also require indi-
vidual carmakers to directly produce a 

minimum number of EVs, with those  
failing to meet production targets forced 
to buy credits from competitors. The  
government’s new approach is ultimately 
devised to make vehicle quality a priority 
for manufacturers, as well as themselves.

Reduced price, improved 
performance

From the perspective of Chinese consum-
ers, skepticism of EVs has traditionally  
been based around two main talking 
points: price and performance.

Developed as a heavily subsidized product,  
there are fears that without government  
help EVs will be too costly for most con-
sumers. And those fears appear to be 
warranted, from the manufacturer’s 
perspective – without subsidies EVs are  
approximately 50-100 per cent more ex-
pensive than combustion engine vehicles 
of a similar kind. However, market eval-
uations also show the producing cost of 
EVs to be reducing by an estimated 8-10 
per cent annually – a rate much higher 
than traditional vehicles. With all this in 
mind, EVs will become price competitive 
on an unsubsidized basis from 2025.3  
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Even though the financial 
subsidies are gradually 
being phased out by 2020, 
EV makers in China are 
highly motivated by a 
newly released “dual-
credit scheme” and a 
continuously thriving 
market.
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SiC modules are 5-6 
times more expensive 
than standard silicon 
modules

There is still much to be 
learned on the properties 
of silicon carbide
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Batteries are the biggest cost in the pro-
duction of EVs, but suppliers – the Chinese 
players in particular – are now well placed 
to make them both better and cheaper. 
Battery technology at the Chinese com-
panies is already on par with their interna-
tional counterparts, however their costs 
will fall far quicker as local market pro-
duction expands. Over the next few years, 
as batteries and other vehicle compo-
nents become cheaper to produce – low-
ering the overall price of the vehicle itself 
– the attractiveness of EVs to consumers 
will only continue to rise.

Besides EV battery, powertrain is the other 
key for vehicle performance, particularly 
for Chinese consumers who favor larger- 
sized vehicles with higher horsepower.  
Recent developments in the performance  
of power semiconductors have improved the  
durability and power of EVs to challenge 
many of the existing consumer percep-
tions on the capabilities of EVs.

Soon though we will see wide band-
gap materials, essentially silicon 
carbide (SiC), used in EVs to signifi-
cantly improve the overall use of the 
vehicle’s energy. Compared with 2nd 
generation power semiconductors, SiC  
devices can withstand far higher  
voltages than Si (theoretically more than 
10 times higher). Also, because of the 
material’s high melting temperature, SiC 
devices can continue to function well 
at over 400°C. This means SiC-based  
devices can operate with greater durability  
and reliability at higher voltages and fre-
quencies, which in turn allows them to 
achieve higher performance while using 
less energy.

However, restricted mainly by high 
cost (SiC modules are 5-6 times more  
expensive than standard silicon modules), 
there are limited mature SiC products on 
the market. Nonetheless, the race is very 
much on to mass-produce SiC-enabled 
EVs. In three years from now, goetzpartners  
predicts Toyota to be the first pioneer of 

such products, followed by BMW and Te-
sla on the global market. Chinese players 
too have a keen interest in developing 
advanced SiC powertrains, to target in 
particular the rapidly growing demand for 
premium EVs.

More competition and more 
cooperation

With a developing infrastructure, an ever- 
improving product and an expanding pool 
of converted consumers, the Chinese EV 
market is well on course to grow without 
direct subsidies, and become increasingly 
competitive with the combustion engine 
industry.

Currently the market in China is dominated  
by local companies, but goetzpartners  
believes by 2020 there will be a far greater  
presence of MNCs and global players, as 
the market grows in value and attractive-
ness. 
An increasing number of players are eyeing 
the exponential growth potential in China’s 
EV market, with the dual-credit scheme  
prompting a surge in joint ventures  
between local EV producers and global 
automotive giants.

By working with international auto-
makers, Chinese EV makers can take  
advantage of their partner‘s technological 
and operational expertise. At the same 
time, the foreign automakers – significant 
players in the Chinese combustion engine  
vehicle market – can benefit from the  
credits gained through such partnerships 
– helping their traditional car businesses 
to meet the scheme‘s target.

In this rapidly-growing environment, the 
market-leading manufacturers will ulti-
mately be those that do the best overall 
across three separate fronts: mastering 
the core technologies of the EV, enabling 
the best driver and passenger experience 
specific to the consumer demands, and 
providing a flexible pricing strategy for 
low-medium income consumers.
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DECLINING BATTERY COSTS
The average price of a battery pack  
on the market in 2017 is 209$/kWh,  
24 % lower than in 2016 and 80%
lower than in 2010. However, before 
2025 this cost will have decreased 
by over 50%, marking a significant 
turning point as EVs will be more 
competitive with combustion engine 
vehicles in terms of price.4

A global supplier of technology for 
powertrain solutions had a keen  
interest in China’s growing EV  
market.  When it came to devising  
how best to swiftly enter the  
Chinese market and build a strong 
position, the company looked to 
goetzpartners for help.

Conducting a comprehensive analy-
sis of the market and competition

Identification of three most suitable 
local manufacturers to work with 
(from 80+ possible options)

Developing partnership models and 
supporting the entire negotiation 
processes
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