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Hybrid

Have alternative fuél cars
reacheda tipping doINt or
are they just a fats

Part one discussed the role of fuel prices,
technology and legislation in the wider
adoption of alternative fuel cars.

Availability

Although car companies are well
predisposed to be able to produce a
hybrid car, the product introduction to
the market will still follow that which
occurs with most new products.\When
an innovative new product is placed on
the market, invariably, the purchase price
that consumers have to pay is high but
this falls after a period of time.

The introductory price is high to pay
off the high cost of research and design
that the company has been involved
in.The product is at the start of the
learning curve, so people are less familiar
with the various techniques being used.
At the start, the tooling used may be
fairly basic and this takes time and
further expense before tooling up for
production takes place as the product
moves from batch to mass production.
Of course, large companies, or those
confident of a significant share of the
market, can miss out on some of these
stages by moving straight to mass
production.

High introductory promotion costs are
required and these will be ‘educating’ the
consumers as to the potential benefits of
the new product. In the case of the Prius,
Toyota stated that in one year of typical use,
it would save one tonne of carbon dioxide
being exhausted to the air in comparison
to a‘normal’ car. Being new onto the
market with an innovation and few direct
competitors (by definition), it is possible
for a company to indulge in profit taking.
This is a normal market strategy known as
‘Skimming'.

Alternatively, if an organisation wishes
to gain a large share of a market with
a new product, it can charge a much
more competitive price and this is called

‘Penetration Marketing’. This can usually
only be undertaken by large companies
that can support themselves over this
period of reduced financial return
through the profitable sales of other
products in their range. There is some
evidence that Toyota have been following
a Penetration Marketing strategy.

After a period of time, the customers
know of the product and promotion
is more of a ‘reminder’ and can be less
intense and, therefore, the promotion
budget for the product can be reduced.
Training and learning will also be
reduced and efficiency will rise and
production tooling will be complete. At
the same time, competition will move
into the market and choice will force
the prices down.These patterns occur
with most new products, allowing for
possible prediction of a ‘static plateau’,
when most competing organisations
are making the same product using
the same level of technology. In the
product lifecycle, the consumers move
from being ‘innovators’ through ‘early
adopters’ until the product becomes
mature.

Although hybrid cars were, in theory,
available from the 1970s, they were not
introduced in significant numbers. It is
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only in the last five years that Toyota, Lexus
and Honda have felt sufficiently confident
to offer these as part of their product
range. Of course, a product can only
achieve a ‘tipping point’ if it is available for
people to buy. Even now, the cars available
are priced at a level which is high for an
average family saloon.The Lexus is a luxury
car and priced as such and, therefore, out
of the price range of most consumers.The
Toyota is within more people’s price range
but is still considered an expensive vehicle.
The lack of availability of a range of hybrid
cars, over a wider range of prices, is one of
the main reasons which prevent it reaching
a ‘tipping point’.

It is likely that other car manufacturers
would be viewing the same parameters
as us, which may then determine whether
they also invest in a hybrid car.The
technology currently used suggests that
it is well within the current abilities of all
of the large car manufacturers. Perhaps
Ford are best placed as they also own an
electric car company and therefore have
access to electric traction technology.
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The hybrid car is still at the introductory
phase and users are still innovators in the
marketing sense, although in geographical
areas like London the hybrid car is moving
to the early adopter phase. Nonetheless,
with reference to availability, there is clear
evidence that neither the manufacturers
nor the marketing departments have
reached the point at which the hybrid car
can be considered as a mature product.

This undermines the ‘tipping point’ of the
hybrid car and also indicates difficulties for
consumers to make the choice to purchase
such cars, even if they made a decision
from their own perspective and context.

Consumption

In 2005, Euro NCAP conducted a survey
to identify the most important aspects
influencing consumers when purchasing

a car. Their findings revealed that the two
key factors that influenced consumers’
car choices were price and function.
Once these were satisfied, the next key
influences were safety, closely followed by
reliability.

The survey also identified performance/
road holding and running costs as aspects
that came in third and fourth as having an
influence on consumers’ choice. Finally,
other influences followed like: prestige
and quality, styling, air conditioning, audio
systems, and satellite navigation, but these
were given much lower importance.
Taking the results of this survey into
consideration, it is evident that it is a
complex process that positions hybrid cars
in terms of a viable consumer choice.

Without a doubt, concern for the
environment has grown over the past five
years. Clear evidence of global warming
and its links to the production of carbon
dioxide have now been accepted, even in
countries that were previously sceptical,
such as the US or Australia. Increasingly,
individuals are becoming concerned
about their carbon footprint and are
endeavouring to reduce their individual
impact on pollution through recycling and
by other means, albeit as small as investing
in low energy light bulbs.

Nonetheless, a typical western
car probably contributes the largest
percentage to an average family’s carbon
footprint. Since the 1970s, in Europe, the
standard of living has risen significantly.
People tend to travel further and
many people take foreign holidays in
environmentally unfriendly aeroplanes.
Train travel is growing but held back in
the UK by a poor service and very high
prices when compared to the rest of
Europe.Therefore, when making their
transportation decisions, there is growing
complexity of choices as seen from an
average consumer’s point of view.

Many do not realise that much of the
energy usage within a car comes through
its initial construction and that they would
have a greater effect on the environment
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