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The story of the Chevrolet Volt began in 2007 
when the Tesla Roadster, a high performance 

electric vehicle (EV) hit the road. The Roadster 
was popular among electric car enthusiasts and 
there seemed to be a revival of interest for EVs. 
Amidst internal opposition from GM’s own 
engineers, then-Vice Chairman Bob Lutz revived 
the company’s efforts in the technology.  Three 
years later, with over $1 billion (U.S.) invested in 
research and development, the Chevrolet Volt is 
debuting to mixed response. 

GM filed for Chapter 11 on June 1, 2009 and took 
a $60 billion (U.S.) bailout package from the 
American and Canadian governments to stay 
afloat. The bailout was by no means a popular 
decision: a Rasmussen Reports study found that 
67% of American voters were opposed to the 
bailout. Although the government anticipated 
it would lose money, GM has been largely 
unencumbered by financial obligations – it is in 
as good a position as ever to repay its taxpayer 
saviours. GM’s CEO acknowledged the great 
responsibility that the company holds to repay 
governments: “We know who stood by us in 
our most difficult time.” GM has an absolute 
responsibility to reward policy makers and 
taxpayers for providing a politically unpopular 
lifeline. Anything short of full repayment would 
be unacceptable to the electorate.

GM recently completed an IPO at $33 (U.S.) per 
share. Given the remaining stakes the U.S. and 
Canadian governments hold, the breakeven point 
for the bailout package is estimated at $53 (U.S.) 
per share for the remainder. With administrations 

and GM both eager for governments to shed their stakes, a run 
in the stock price to $53 (U.S.) would require visible, significant 
profitability growth in the near term. GM’s window to properly 
thank taxpayers is rapidly closing: Reuters reported that “the 
[government’s exit] strategy… would get the government out of 
GM entirely before the end of the next presidential term.” GM’s 
primary focus for the next four years should be developing a track 
record of profitability.

The Volt is meant to spearhead a streamlined portfolio as an integral 
driver of GM’s turnaround strategy. With $60 billion (U.S.) of U.S. 
and Canadian taxpayer dollars on the line, and the timeframe to 
fully repay governments narrowing, the Chevrolet Volt is GM’s 
high conviction bet on a very uncertain future. The real concern is 
moral hazard; it has always been easy to bet someone else’s chips.

GM lags in the EV market
There are currently three primary competitors in the American EV 
market:

Tesla’s Roadster is a pure electric sports car aimed toward affluent, 
performance-oriented customers, but has only sold 1,000 units 
since its 2007 introduction. It has, however, given Tesla valuable 
customer insight that the company hopes to apply with its second, 
IPO-funded Tesla S sedan. The S is scheduled to launch in 2012. 
Tesla itself is focused entirely on EVs and its success with the 
Roadster has made the company the EV figurehead.

The Nissan Leaf is a pure electric vehicle designed primarily for 
urban driving. The car is targeted at environmentally-conscious, 
middle-aged owners, many of whom are looking to move from a 
hybrid to an EV. It comes as the fruit of Nissan’s 17 years of research 
and development of EVs. The Leaf will be launching in December 
2010 and already has 17,000 pre-orders.
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The Chevrolet Volt is an extended range hybrid positioned as 
a replacement for a family’s primary vehicle. The Volt aims 
to penetrate the segments of high income early adopters and 
environmentally-motivated tech enthusiasts. The Volt, like the 
Leaf, will launch in December 2010. GM expects to sell 10,000 Volts 
during its first year of production. It is interesting to note that 
GM developed its first EV in 
1996, but halted production 
after 1,000 cars and declared it 
unprofitable.

Although the Volt has similar 
performance and charge 
times to the Leaf, the Volt is 
more expensive with its key 
differentiator being a gas-
supplemented total driving 
range. The hybrid nature of the Volt makes its green perception 
less impactful than pure electrics. 

GM is the laggard in the electric vehicle market. GM abandoned 
its development advantage in 1996, which allowed Tesla to define 
the electric vehicle market in 2007. The Volt’s forecasted sales are 
already lower than the Leaf’s pre-order backlog. Tesla has been 
selling EVs for two years and Nissan has 14 more years of R&D 
experience than GM. In the end, GM has even failed to deliver on 
its vision of an electric vehicle – the Volt is a hybrid rather than the 
pure EV GM has been touting.

Volt will see challenges in a small, 
uncertain EV market
Studies on the Toyota Prius present a compelling opportunity for 
market intelligence. Given that the Volt is essentially a hybrid, 
buyers’ motivations are likely common between the two products. 
The Prius commands nearly half of the hybrid market and thus 
gives a good cross-section of the Volt’s potential consumers.

The Volt, with its hefty price tag of $41,000 ($33,500 after federal 
tax credits), will likely encounter significant barriers to adoption 
by the 75% of U.S. families with income below $100,000. Buying 
the Volt for the gas savings is strongly undermined by studies 
like Daniel Indiviglio’s that concluded Volt owners need to drive 
approximately 200,000 miles for the premium to pay off compared 
to a Toyota Corolla. With the U.S. Environmental Protection 
Agency’s average annual passenger vehicle mileage of 12,000 
miles, the breakeven period is 17 years – well beyond the eight year 
expected battery life. 

Indiviglio’s study also shows that higher income customers 
value the ‘green’ image of the Prius quite highly. For high income 
customers, the opportunity cost of going green with the Prius’ 
environmental image was minimized by a lower price tag of 
$23,000 (U.S.). Alternatively, the $41,000 (U.S.) spent on the Volt 

could be spent on a more prestigious BMW 335. High income 
customers may shy away from buying green when the same 
amount of money buys them status. 

As of 2010, the consumer buying behaviour for EVs seems 
unfavourable for the Volt. The price is too high for low-income 

customers to reap savings 
on gas and too high for high-
income customers to justify 
the purchase when they can 
afford luxury vehicles. The 
Volt only delivers average 
performance and the 
infrastructure to support the 
EV market is too limited to 
provide a true opportunity for 
the Volt to contribute to GM’s 

ability to repay taxpayers.

Current market forecasts leave GM far 
from recouping investment
With $1 billion invested and an estimated margin of 14%, GM 
will need to sell approximately 178,000 Volts to recoup its initial 
investment. With industry projections placing EV sales in the 
United States at 100,000 in 2020, the EV market is certainly not 
big enough for GM to deliver good ROI, even before considering 
competitors. Other automotive manufacturers are focusing on 
hybrid vehicles for the foreseeable future. GM is positioning itself 
quite aggressively, given its relatively precarious financial position, 
to capitalize on an undeveloped and uncertain EV market. 

GM still has options to capture EV 
upside
In a best case scenario, if the EV market does emerge larger than 
current forecasts, GM still needs substantial R&D investment 
against competitors like Nissan that have already spent 16 years 
developing EV technology and EV-specialized companies like Tesla. 
The scale of financing required to develop GM’s Voltec technology 
is demonstrated by GM’s 2009 request to the U.S. Department of 
Energy for an additional $2.6 billion (U.S.) to develop two Volt 
variants. Given that GM just emerged from bankruptcy, this request 
is uninspiring given returns on such investments are immensely 
uncertain. 

Another point of concern is GM’s past inability to develop a 
profitable portfolio of cars.  Blunders like the Pontiac Aztec raise 
doubt of GM’s R&D record: a 2007 Booz & Company report 
highlighted pre-bankrupt GM as the second largest R&D spender 
globally, spending $8 billion and doubling Nissan’s R&D budget. 
Despite heavy spending, GM discontinued half of its car brands 
during the recent Chapter 11 reorganization – brands it could not 

Chevrolet Volt: Shorting Out GM’s Recovery

“GM has an absolute responsibility to 
reward policy makers and taxpayers 
for providing a politically unpopular 

lifeline.”
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justify continued investment in after misguidedly developing 
them for years. Simply put, R&D catch-up becomes a disastrous 
game when the investments do not yield feasible cars.

When market leaders like Tesla are still working toward profit, 
it would be prudent of GM to focus on introducing cars like 
the wildly popular Chevy Cruze to establish financial stability. 
Without this focus, GM’s 
ability to financially compete 
in the 2020 EV market and 
drive the equity appreciation 
to fully pay back taxpayers is 
highly questionable. By 2020, 
GM can re-evaluate a strong 
entry into the EV market after 
determining if the market is 
large enough to justify entry.

GM’s best course of action, should it determine that the EV 
market does merit entry, is a strategic acquisition of an EV-focused 
automotive technology company. Such a partnership would allow 
GM to bring its mass-production expertise and retail network to 
technologies that have been conceptualized but not necessarily 
produced. Acquisition would also allow GM to focus management 

efforts and capital allocation on areas that can be profitable for GM 
as it tries to shed the ‘Government Motors’ moniker that has come 
to weigh on company morale and investor outlook. Toyota recently 
announced such a partnership with Tesla in May 2010. Given the 
current barriers to adoption, including present infrastructure 
limitations, pricing and market estimates, GM is better off allowing 
the market to develop while building investor confidence in its 

competency.

The Volt looks to stick 
taxpayers with the bill on an 
all-too-early foray into EV 
technology. Current market 
forecasts are too small for GM 
to recoup its investment in 
the foreseeable future and the 
uncertainty of these estimates 

will lead investors to ultimately discount EVs from valuations. 
Owners will see negligible EV benefit in the stock price for the 
next four years when the government hopes to sell its stake. GM’s 
long-term gaze on a market with uncertain prospects is risking 
the company’s entire portfolio of brands as resources are diverted 
from cars that can realize real returns and truly champion GM’s 
turnaround strategy.
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“By 2020, GM can re-evaluate a 
strong entry into the EV market after 

determining if the market is large enough 
to justify entry.”


