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s of January 5, the gas price national average 
stood at $2.199 after a steady decrease in prices 
since June. By the final day of 2014 gas prices 

dropped below $2.00 per gallon in four states. Since 
the New Year, average national prices have continued 
to fall at a 1-cent-per-week rate, hitting a six-year low 
of $2.03 on January 26. The abnormally low winter 
prices are attributed to high domestic production 
rates, declining crude oil prices supported by OPEC’s 
decision not to restrict oil production, as well as 
moderate weather in the Gulf of Mexico for 2014 which 
has allowed continued year-round production on oil 
rigs. 

Concern for Electric Vehicles

Not everyone is rejoicing over the low prices though. 
Some are concerned cheap gas will have an inverse 
effect on the sale of fuel-efficient vehicles, including 
electric and smaller vehicles – the sale of which 
has been historically linked to fuel costs. A recent 
Bloomberg article suggests electric vehicles (EVs) are 
the facet of the alternative energy movement that will 
be most affected by highly affordable gas. While high 
gas prices make fuel-efficient cars more appealing, 
the converse is also true, leaving EVs in a precarious 
position if gas prices stay down. Mass-market 
models, such as the Nissan Leaf and Chevy Volt, have 
experienced a drop in sales since June 2014 when gas 
prices began to decline. Moreover, December 2014 saw 
a sudden surge in pick-up truck and large SUV sales 
– vehicles notorious for their high fuel consumption. 
Not to mention, Tesla stocks dropped in correlation 
with gas prices, implying investors may expect trouble 
ahead for the green car movement. 

Other Motivations

Those pointing to lower fuel consumption as the 
primary motive for buying hybrid or plug-in vehicles 
fail to take into account other factors EV owners may 
consider to be higher priorities. According to a survey 
conducted by the Center for Sustainable Energy in 

San Diego, 38 percent of Nissan Leaf owners cited 
environmental concerns as their primary reason for 
buying an EV, 20 percent cited financial savings, and 
16 percent identified access to HOV lanes.1 The “J.D. 
Power 2014 Avoider Study” indicates that new-vehicle 
buyers who purchased an EV were most likely to say 
they did so due to environmental concerns than for 
better gas mileage. These studies indicate that if 
consumers are more likely to buy electric vehicles due 
to concern for the environment, low gas prices should 
not have a significant impact on their decision since 
the goal driving the purchase is to attain a greener 
lifestyle.

Signaling Theory/Conspicuous Consumption

Popular culture also plays a role in the decisions 
made by consumers. Today, environmentalism 
and sustainability are considered moral indicators 
entrenched in popular culture. “Going green” 
has become so prevalent in some places that not 
erring on the side of sustainability is considered a 
gossip-worthy offences. As put by Steve and Alison 
Sexton, co-authors of “Conspicuous Conservation 
and Private Provision of Public Goods,” individuals 
make consumer decisions in order to gain economic 
power by means of signaling a public good. The 
term “conspicuous conservation” (a derivative of 
“conspicuous consumption,” which means the 
spending of money on luxury goods and services to 
display economic power) specifically refers to the 
engagement of activities that are environmentally 
friendly in order to gain a higher social standing. A 
well-known example noted by the Sextons is how 
some individuals install solar panels on the front 
of their homes, despite the front not being the 
sunniest side, because they want their neighbors to 
see the new additions. Published in 2011, the paper 
examines the motives behind buying EVs (specifically 
the Toyota Prius), and the perceived value of buying 
an EV within green communities versus “brown” 
communities (those in which environmentalism is 
not as prevalent). The Sextons found that the Toyota 
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 1 In the state of California, electric vehicles are permitted in the HOV lane regardless of the number of occupants in the vehicles.
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Prius, one of 24 hybrid vehicles for sale in the U.S., 
held a disproportionate share of total U.S. hybrid 
sales at the time, especially in green communities. 
According to the Sextons, the Prius owes its popularity 
to its distinct design. In other words, because the 
Prius is easily recognizable, more people chose to 
buy it despite there being a variety of electric models 
on the market of similar quality and price. “Going 
green” has become such an engrained part of popular 
culture it is unlikely the trend will fade away. Because 
sustainability and environmentalism now carry 
social value, consumers (especially those in green 
communities) are likely to continue buying EVs 
despite low gas prices. 

What About Tesla?

As mentioned, the high-end luxury EV company has 
been a point of focus for industry experts due to the 
drop in stocks. Adam Jonas, analyst at Morgan Stanley, 
forecasts the company to miss its 2020 sales target 
by 40 percent due to the challenge of selling the new 
mass-market Model 3 while gas prices are low. He 
states, “While nobody buying a Model S today [at a 
price of nearly $105,000] is doing so to save on their 
monthly expenses, the longer-term story is far more 
dependent on the volume of success of the Model 
3.” A fluctuation in gas prices is unlikely to affect 
the purchasing decision of consumers in the market 
for a luxury electric vehicle. In terms of the Model 3, 
however, the company’s dependence on its success 
is believed to be a hindrance. That said, the Tesla 
brand is known for its high quality performance and 
user experience. In an online forum hosted by Tesla 
Motors, when asked “Why DID you buy a Tesla?” the 
majority of respondents cited “going green” as their 
reasoning, with one respondent quoted as saying 
the features of the vehicle “seemed totally worth the 
extra money to go 100% electric and have a much 
nicer car.” As put in a note to investors by Ben Kallo, 
analyst for Baird Equity Research, “Tesla vehicles 
are purchased for performance, quality, and brand, 
which are minimally affected by oil prices.” The 
brand’s exceptional reputation will likely contribute 
to the appeal of the Model 3, which, when paired with 
the affordability of the model (expected to start at 
$50,000) will spur sales for the growing population of 
individuals who want to go green. 

EVs Will Live to See Another Day

Motivators to buy electric vehicles exist beyond fuel 
economy and therefore cannot be disregarded when 
determining the relationship between gas prices and 
fuel-efficient cars. When accounting for technological 
advancements, the affordability of new vehicles on 
the market, and today’s engrained value of sustainable 
consumerism, it seems unlikely low gas prices will 
significantly hinder the electric vehicle movement in 
the long run. ◀


