Volkswagen Quickly Catching Up to Tesla
by Dan Gearino
March 25, 2021 – This is a big month for Volkswagen’s aspiration to become the leading maker of electric vehicles.  Its all-electric ID.4, a compact SUV that is a crucial part of the company’s planned transition, began arriving at U.S. dealerships this month.
At Volkswagen’s “Power Day” event last week, executives mapped out how they intend to transform the company to focus on EVs.  The process will include opening giant new battery factories and working with others to set up charging infrastructure.
But the thing that got my attention was a research note from a Deutsche Bank analyst, saying that Volkswagen was quickly catching up with Tesla as the global leader in EVs.  (Deutsche Bank is an iconic German company that does business with Volkswagen, another iconic German company.  But the bank’s stock analysts are independent of other parts of the company.)
Volkswagen “should come very close to Tesla’s” sales in 2021, and “We see a good chance that VW could surpass Tesla’s (all-electric vehicle) sales as soon as next year,” said a report issued on Monday by analyst Tim Rokossa.
His conclusion was based on Volkswagen’s newly stated goal of selling 1 million EVs this year, and the global rollout of the ID.4.
To understand why this is a big deal, let’s look back to 2019, when Volkswagen CEO Herbert Diess announced a shift in strategy to focus on EVs.  At the time, the company was still reeling from the effects of being caught cheating on U.S. emissions testing in 2015.  That scandal has led to more than $30 billion in fines and legal settlements.  Volkswagen in 2019 was a leader in gasoline and diesel vehicles, but had been unable to develop a globally successful electric vehicle.  I wrote about this last year, as part of my series about Germany’s transition to clean energy.
The company is now developing EV models across its brands, which include Volkswagen, Audi and Porsche, and others.  The linchpin is the Volkswagen “ID” series.  It started with the ID.3, a compact car which went on sale last year in parts of the world but not the United States.  Now the ID.4 joins it.
Looking at the bigger picture of the transition to EVs, it is good for the entire market if there are several strong competitors pushing each other to make the best vehicles at the most affordable prices.  To get the most robust competition, multiple big players need to rise up to take on Tesla.
Tesla is the global leader, but this race is tightening.  Last year, Tesla delivered 499,511 new electric vehicles to customers.  The runner-up was Volkswagen, with 424,729, followed by the alliance of Renault, Mitsubishi and Nissan, with 247,623, and General Motors, with 215,275.
Those numbers, from EV-Volumes.com, include all-electric vehicles and plug-in hybrids that can run on electricity and gasoline.  If we are just looking at all-electric vehicles, which includes all of Tesla’s output, then it has a larger lead; Volkswagen only sells about 220,000 of this type.
Tesla continues to dominate the U.S. market, with 201,769 electric vehicles sold, followed by General Motors, with 20,807.  Volkswagen is next at 18,726, including both its all-electric models and plug-in hybrids.
Much of the hype about Volkswagen’s progress on EVs is based on the idea that the ID series is well-positioned to be a strong seller in the next few years, and that Volkswagen has a workable plan to dramatically increase its EV output.
This month, a UBS analyst called the ID.3 “the most credible EV effort by any legacy auto company so far.”
Patrick Hummel, the lead author of the UBS report, framed the emerging EV race by making an analogy with makers of smartphones.  “If Tesla is the Apple of the new mobility world, leading legacy (automakers) like VW and Hyundai could be like Samsung,” he said.  He was arguing that Tesla, like Apple, has cachet and a reputation as an innovator, but there is plenty of room for Volkswagen, like Samsung, to build strong businesses.
So far, I’ve focused on sales in the next year or 2.  This industry will get even more interesting after that, as companies begin to introduce their next generations of batteries that have longer ranges, shorter charging times and lower costs.
I wrote on Friday about how legacy automakers have been pairing off with battery start-ups to develop “solid-state” batteries.  In a solid-state battery, lithium ions pass through a solid material to discharge electricity.  That differs from the current dominant technology, in which lithium ions pass through a liquid or gel.  Solid-state batteries have a higher energy density than those with liquids, allowing manufacturers to pack more energy into a smaller space.
Volkswagen appears to have an early lead in making a solid-state battery, thanks to its highly publicized partnership with the battery-maker QuantumScape.  Volkswagen has said it is aiming to have a solid-state battery in some models by 2025.
Just about every other major automaker is talking about its work on a solid-state battery.  Tesla is the notable exception, focusing on its next generation of batteries coming out in 2023.  It hasn’t said much about what will happen after that.
Competition among automakers is setting up the 2020s to be a time of rapid innovation.  UBS said, in its report, that its analysts are increasingly confident that EVs will have 20% of the global market by 2025 and 50% by 2030, and a chance of 100% by 2040.  Their current share is 4% globally, and 2% in the United States.
An EV boom of that scale would mean a steep decrease in emissions from transportation, which will help in global efforts to avoid the worst effects of climate change.
It also would mean a period of enormous change for automakers and all of the businesses that are tied to them, from convenience stores to oil refiners.
insideclimatenews.org/news/25032021/inside-clean-energy-electric-vehicle-leaders-volkswagen-tesla/
