CAR2GO’S COMMENTS ON FY 2011-12 FUNDING PLAN STAFF DISCUSSION DOCUMENT
Introduction:

car2go opposes the FY 2011-12 Funding Plan Staff Discussion Document with regard to the reduction of the CVRP rebate amount by 50%
 for all eligible vehicles regardless of how those vehicles will be used.  car2go believes that due to the unique ability of car-sharing programs to provide low income individuals with access to electric vehicles as well as more effectively achieve the goals of the program, FY2010-11 rebate levels should be continued for vehicles purchased for use in a car-sharing program. 
car2go offers a free-floating car-sharing concept. Customers can pick up or drop off the vehicle anywhere within a predefined operating area. The cars do not have to be returned to a specific parking spot. The spontaneous availability of the vehicles as well as the ease of use redefines the concept of car-sharing. The project is designed for urban areas to reduce traffic and parking in downtown districts. 

car2go has partnered with the city of San Diego to launch the world’s first major fully-electric car-sharing program (e-car2go) in order to make electric vehicles available to a broader audience. car2go had planned on launching with 300 electric SMART vehicles by the end of 2011. One of the reasons that car2go chose to launch the program in California was the availability of funding under the CVRP. The unique concept of car2go, serving mainly an urban core area, is exceptionally suited for showcasing electric vehicles on a large scale.
The Air Quality Improvement Program (AQIP), established pursuant to AB 118 and “focuses on reducing criteria pollutant emissions, with concurrent reductions in greenhouse gas emissions
.” According to the CVRP implementation manual the purpose of the CVRP is to “encourage and accelerate zero-emission vehicle deployment and technology innovation.” In this context the e-car2go concept will help the ARB to raise consumer awareness and acceptance so that advanced technologies can become “mainstream consumer choices”
 as well as “accelerate the technology”
. The e-car2go concept will help the state of California as well as the ARB to achieve all of those goals.
As you will read below, car2go hopes to overcome some of the obstacles to electric vehicle adoption by launching the world’s first fully-electric car-sharing program in California. In the development and rollout of the program, car2go would invest approximately $20 million in the state, including the acquisition of the vehicles, technology and human resources required to operate this car-sharing program. In recognition of this large investment into electric transportation, car2go is asking the Board that car-sharing programs be permitted to maintain their current levels of funding in order to take into consideration the large investment that car-sharing programs will make and their contribution to electric transportation as a whole, but also to ensure planning dependability for companies that are planning to make significant investments in clean transportation, recognizing the time and effort needed to implement such ambitious programs.  
Car-sharing Programs Provide Low and Moderate-Income Individuals Access to the CVRP
The reasoning behind the provision of incentives to buyers of electric vehicles is that the rebates mitigate for the high purchase price of an electric vehicle. The reason for the high purchase price is twofold: because electric vehicles are not yet being mass-produced, and because battery technology is very expensive
. The electric vehicles that have received the most attention in recent years are the Nissan Leaf with an MSRP starting at $32,780 and the Chevy Volt at $40,280. These vehicles have a significant price premium and are more expensive to maintain than conventional vehicles, which means that the Board should pay special attention to the question of who has access to the vehicles that these rebates will subsidize. 
Numerous studies have documented the profile of electric vehicle adopters. One study conducted by Deloitte identifies them as being between the ages of 35 and 42, living in urban or suburban areas and possessing a household income of more than $200,000
.  These early adopters already own an average of 1.4 cars
. These statistics call into question whether the incentive had any effect at all on the individual’s decision to purchase an electric vehicle instead of an internal combustion vehicle. One study notes that EV incentives might “only serve to subsidize early adopters who have already made the decision to purchase an EV, rather than attracting additional demand
.” This possibility should be cause for great concern amongst policymakers because the rebate is funded through fees borne by even low-income California drivers through smog abatement, vehicle registration, and vessel registration fees. These individuals are unlikely to have the ability to afford an electric vehicle.  
Due to the ongoing recession consumers are postponing large purchases and “more than six in ten (62%) Americans say that since the recession began, they have cut back on household spending
”. Incentives that are issued to buyers of electric vehicles are targeted to overcome consumer’s price sensitivity. Given the current state of the economy many households are struggling to make ends meet and are not in a position to purchase a conventional vehicle, let alone an electric vehicle. 
Recognizing this trend, car2go would like to offer electric vehicles to this group of consumers through a more accessible model. It is further offering households struggling in this economy the ability to replace their car or second car. This trend can already be observed in Austin, where car2go has been operating for 1 year. 

car2go is expected to make electric vehicles accessible to a target audience that cannot be reached through rebate programs and tax incentives. car2go expects to see similar usage patterns in the San Diego program as we currently see in our traditional car-share program in Austin, Texas.  In Austin the car2go program is currently operating 300 internal combustion vehicles that serve over 15,000 members. 56 % of Austin’s car2go members are younger than 36. 17% are over the age of 50.  When the e-car2go program is launched in San Diego it will provide access to electric vehicles for individuals who cannot afford to purchase one or may not have otherwise been inclined to purchase an electric vehicle. 
Car-sharing programs are more effective than rebates to individuals in meeting the goals of the CVRP 
As you know the purpose of the CVRP is to “encourage and accelerate zero-emission vehicle deployment and technology innovation.” One of the most important factors in encouraging accelerating deployment of these vehicles is getting more individuals exposed to the vehicles. It is easy to understand that when rebates are provided to an individual consumer, only the owner, their spouse, and perhaps some other people acquainted with the owner will be exposed to that vehicle. An electric vehicle used in a car-sharing program can provide far more individuals with exposure to the vehicle. For example, car2go’s Austin program operates 300 vehicles and has over 15,000 members. The vehicles are rented 3-4 times per day and are being driven less than 5 miles per rental. Dollar for dollar, it is clear that incentivizing an electric car-sharing program will be far more effective in providing the exposure to electric vehicles. This exposure will be critical to moving the adoption of electric vehicles beyond the early adopter to the mainstream consumer. 
Some global scenarios estimate an electric vehicle demand by 2020 of 3-4% of total car sales
. Market research estimates an electric vehicle adoption of 3.1 % in the U.S. by 2020, which would account for only 465,000 vehicles in the entire country.
 Therefore only a small number of people will be able to experience driving an electric vehicle. car2go offers a unique opportunity to make electric vehicles available to a broader audience than currently feasible. At the same time it potentially creates desire and additional demand for purchasing an electric vehicle since potential buyers have experienced the usability.
Car-sharing Programs Can Contribute to Addressing Consumer Range Anxiety

One of the primary obstacles to electric vehicle adoption is the potential buyer’s range anxiety. 70% of consumers surveyed by Deloitte would not consider purchasing an electric vehicle unless it has a range of 300 miles, although more than 88% of interviewees drove less than 100 miles on an average day
. A study conducted by Ernst & Young had similar findings
.

Getting accustomed to an electric vehicle takes time. car2go offers a unique opportunity to allow consumers to try electric vehicles over an extended period of time without purchasing one. car2go anticipates that most e-car2go customers will find that that they need to change their driving behavior very little. The hesitancy towards purchasing an electric vehicle will change as soon as “people see how the cars fit into their friends’ and neighbors’ lives and as the charging infrastructure is built…
”. Considering the small portion of electric vehicles as part of the overall car sales
, the anticipated word-of-mouth might lag the potential electric vehicle adoption might have. 


Individuals living in urban areas experience additional challenges when purchasing an electric vehicle. An owner of an electric vehicle living in an apartment complex does not necessarily have exclusive access to a charger in his or her building. This can discourage potential buyers of electric vehicles as they might experience problems charging their car over night if the ownership of electric vehicles in their complex exceeds the number of charging stations. e-car2go will offer individuals living in an urban setting with a unique opportunity to try an electric vehicle to see if they will be able to address these challenges given their unique circumstances. In fact, with growing demand for public transportation, car2go becomes a supplement to the mobility needs of an urban population, covering the so called “last mile
”. 

car2go’s Success Will Show Consumers that Electric Vehicles are a Mature Technology
Finally, studies show that “public acceptance will require more education about issues such as charging, ranges, and the driving experience itself”
. By offering a free-floating car-sharing service, car2go will help to educate large numbers of consumers about the benefits of electric vehicles by being driven constantly around town. This reduces the need for governmental education efforts. 
Conclusion

Market research suggests that “The majority of people who drive a plug in vehicle won’t own it. But thanks to car rental fleets, taxis and car share programs, firsthand exposure to PEVs will ultimately be more influential than individual sales
. It is clear that car-sharing companies will act as a catalyzer when it comes to electric vehicle adoption. While the industry builds the necessary infrastructure to grow PEVs from a niche to a mainstream market, car-sharing programs will be key to enhancing the visibility of these vehicles and broadening consumer awareness. “Rental fleets & car-share programs will play an important role in providing many consumers with their first hands-on experience with a PEV”
.

We ask the Air Resources Board to recognize the efforts taken to increase electric vehicle visibility and adoption in the state of California by supporting the efforts of car-sharing providers. Given the high initial investment needed to make electric vehicles available to car-sharing members and the initial level of funding for purchasing electric vehicles, we respectfully ask that the current levels of funding be maintained for car-sharing programs in the upcoming fiscal year. 
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