
FRANKFURT: German giant Volkswagen is set to 
follow Tesla’s lead with a high-profile price drop as 
the battle for global dominance in the electric car 
segment intensifies, and local challengers race ahead 
in key market China. A new version of Volkswagen’s 
flagship ID.3 electric car model will go on sale from 
the end of March for just under 40,000 euros 
($42,000), the VW brand announced this week.

That is a 3,000-euro markdown from the current 
ID.3 price tag, putting it on par with US rival Tesla’s 
popular Model Y. Industry insiders see the move as 
a direct response to several rounds of price-cutting 
by the Elon Musk-owned company in recent months, 
including discounts of up to 20 percent in Europe 
and the United States.

In Germany, Tesla’s sales soared by more than 
900 percent year-on-year in January as a result, 
making it the top-selling e-car in the country that 
month. Although the 10-brand VW group was Eu-
rope’s leading e-car manufacturer in 2022 with 
352,000 vehicles sold, Tesla’s audacious markdowns 
have forced the German firm’s hand, said industry 
analyst Ferdinand Dudenhoeffer.

“Volkswagen sees how big the threat is from Tes-
la,” he told AFP. The automaker will have “no choice” 
but to enter “a price war” to defend its place in the 

hotly contested market for battery-powered vehi-
cles, even if that means profit margins take a hit for 
a while. VW group CEO Oliver Blume has so far 
ruled out a general price drop on all e-cars, but the 
topic is bound to come up when the group presents 
its 2022 financial results on Tuesday.

But Musk is not VW’s only headache. In China, 
the world’s largest car market, the industry’s electri-
fication has shifted into higher gear and VW is rap-
idly falling behind domestic competitors.

China challenge 
The Asian giant currently accounts for some 40 

percent of VW group sales, mostly vehicles with tra-
ditional internal combustion engines, giving it a mar-
ket share in China of 16 percent. But in the electric 
car segment, the Volkswagen brand has eked out a 
market share of just 2.4 percent, trailing Tesla at 7.8 
percent and China’s BYD at 16 percent. A slew of 
other Chinese automakers such as Wuling, GAC and 
Chery are also outperforming VW, according to data 
compiled by the financial daily Handelsblatt.

Fellow German carmakers Mercedes-Benz and 
BMW are faring no better in China, their e-models 
holding a market share of less than one percent 
each. “In the world’s largest car market, German 

manufacturers have so far lagged behind local 
brands,” industry expert Stefan Bratzel said in his 
annual report on electromobility. Of the more than 
five million electric vehicles sold in China in 2022, 
VW accounted for just 155,700.

Traffic jam entertainment 
“The times when German traditional carmakers 

could take their market shares (in China) for granted 
are gone,” said Gregor Sebastian, an analyst at the 
Mercator Institute for China Studies. “In Germany, 
driving performance remains a key factor” when 
customers choose a new car, he said. “But in China, 
where many people spend a lot of their driving time 
stuck in traffic jams and highly value new technolo-
gies, the car’s interaction with the smartphone and 
overall connectivity is more important,” he added. 
VW’s China chief Ralf Brandstaetter said the group 
needed to make cars “in China, for China” if it want-
ed to boost e-sales there-and do so faster. “The Chi-
nese develop a new car in two and a half years. VW 
takes just under four years to do that,” he recently 
said in Germany’s Sueddeutsche newspaper. With 
VW expecting China to make major strides in auton-
omous driving in the near future, the German group 
last year said it was teaming up with Chinese AI chip 

specialist Horizon Robotics to accelerate the devel-
opment of smart-driving technologies.

And even with all the changes sweeping the in-
dustry, the reputation of German carmakers remains 
a trump card in China, said Sebastian. “The competi-
tion is tough,” he said. “But German carmakers like 
Volkswagen have over 80 years’ experience building 
cars for different markets and customers, that will 
give them an advantage.” — AFP
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China retains 
CB chief in 
unexpected move
BEIJING: China retained its central bank chief in a 
surprise move on Sunday, as the country appointed a 
cabinet focused on fighting economic headwinds. Yi 
Gang was confirmed as governor of the People’s Bank 
of China at a meeting of China’s national legislature, 
against expectations that retirement-age Yi would 
step down. Two top economic officials—commerce 
minister Wang Wentao and finance minister Liu Kun-
were also retained, as well as National Health Com-
mission director Ma Xiaowei, who oversaw China’s 
zero-COVID policy. The cabinet faces the task of re-
vitalizing the Chinese economy, which last year ex-
panded just three percent-one of its weakest perfor-
mances in decades. General Li Shangfu, who was 

sanctioned by the US government in 2018 for buying 
Russian weapons, was named defense minister.

US-China tensions have worsened in recent weeks, 
exacerbated by the entry of an alleged Chinese spy 
balloon into US airspace and accusations that Beijing 
might supply Moscow with weapons to use against 
Ukraine. President Xi Jinping slammed the United 
States this week for leading an effort of “containment, 
encirclement and suppression of China”.

Li’s appointment is “a deliberate pushback 
against US sanctions”, said Manoj Kewalramani, 
China expert at the Takshashila Institution in Benga-
luru, India. The move “demonstrates Beijing’s will-
ingness to engage in brinkmanship” and will “add 
another hurdle in US-China engagement, which is 
already very constrained”, he told AFP. 

Key Xi allies 
The National People’s Congress also confirmed 

key Xi allies to its cabinet. Top Xi aide Ding Xuex-
iang and He Lifeng, a longtime colleague of Xi’s, 
were nominated to vice premier positions by new 

premier Li Qiang. Ding and He received almost all 
votes from more than 2,900 legislators, with for-
mer mayor of Tianjin Zhang Guoqing as well as for-
mer Shaanxi province party secretary Liu 
Guozhong also selected as vice premiers.

Xi has stacked the top levels of government with 
loyalists as he cements his grip on power. Trusted 
ally Li Qiang was confirmed as premier on Saturday, 
just a day after Xi was unanimously selected by leg-
islators for a norm-breaking third term as president. 
“Both Ding and He have been close political allies to 
President Xi, and Mr He and President Xi have 
known each other for decades,” Nomura analysts 
wrote in a recent note. “Such close relationships may 
help the new government’s policy delivery and 
cross-ministry coordination,” the analysts said.

Xi’s decision to pack the Communist Party’s top 
leadership with loyalists has stoked concerns about 
him prioritizing ideology at the expense of econom-
ic growth. China has set a growth target of “around 
five percent” for 2023, one of the lowest in decades, 
as the world’s second-largest economy widely 

missed its growth target in the face of strict COVID 
curbs and a simmering property crisis. The national 
legislature this week approved a broad restructur-
ing of government departments, aimed at boosting 
self-reliance in manufacturing. — AFP

It will soon cost less to drive away with VW’s ID.3 
as a price war intensifies in the battery electric 
car market. — AFP
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