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- Total nominal capacity more than 1,000,000 MT/Year
= Direct receiving of raw materials from NIOC refinery through pipelines {up to 350 MT/HR)
-Exclusive export terminal

- Producing different grades of bitumen in different packing
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Green on brown

Renewable energy is growing fastest in conservative
states. So why don’t Republicans love it?

One way to read the Democrats’ wishedfor budget
bill is that it signals a new age of renewable energy in
America. Once a laggard by European standards, the
fast-growing industry is central to Joe Biden’s plan to
decarbonise the grid. Hence the Democratic effort to
make the tax credits that wind and solar companies
enjoy more generous, push utilities to buy more of
the electricity they produce, and penalise any that do
not. The administration believes the boost this would
give to wind and solar firms would enable them to
supply over half of the country’s electricity by 2030.
Yet there are reasons to take a more cautious view of
the industry’s prospects. Even if most of these boost-
erish measures made it into legislation, it would be on
a partisan basis. That would leave them vulnerable to
a Republican administration less friendly to renew-
ables, as the last one was, and the next may well be.

Donald Trump, who falsely claimed that renewables
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were expensive and useless and that wind turbines
cause cancer, tried to handicap the industry for the
benefit of the fossilfuel producers and lobbyists he
stocked his administration with. He scrapped Barack
Obama’s main effort to reduce emissions from ther-
mal powerstations, from which renewables stood to
gain. He hobbled the solar industry with import tariffs.
He opened public land and sea to oil and gas explo-
ration but not to renewables. His administration also
buried official research favourable to renewables—on
which investors rely—and approved a fraction of the
wind and solar projects its predecessor had. It is hard
to imagine a second Trump administration (a distinct
possibility) sticking with a bold prorenewables strat-
egy. And there are signs that Mr Trump has politicised
the issue in his party more broadly. Most Republican
politicians have been at least acquiescent towards the
rise of renewables—which is why Congress has rou-
tinely renewed the tax credits—even as they oppose

unambiguous climatechange policy. Yet Mr Trump has

inspired antirenewables campaigns in several states,
including North Carolina, North Dakota and Texas,
which has more combined wind and solar capacity
than any other. Its ambitious governor, Greg Abbott,
blamed a catastrophic grid failure in February on in-
termittent wind power— despite official findings that
poorly maintained gas power stations were mostly to
blame—and ordered the state regulator to penalise
the renewables industry. It is Canutian politics. Even
without subsidies, wind and solar power are often the
cheapest new source available, so sure to grow. They
are also popular, having created a lot of jobs, espe-
cially in Republican states. lowa, Texas, Oklahoma and
Kansas are the country’s top windenergy producers.
Texas employs almost as many people in wind, solar
and electricity storage as the entire mining industry
that Mr Trump used to harp on. Why are Republican
leaders not more persuaded by such benefits? The
main reason is a familiar one. America’s fossilfuel lob-
by is wellorganised, ruthless and dug-in on the right.
Once scattered across the country, it is concentrated
in a handful of those same conservative states, espe-
cially Texas and Oklahoma, where no elected Repub-
lican dares cross it. Yet its influence extends further. It
has one of the most powerful lobbying operations on
k Street and, through the operations of Charles Koch
and other hydrocarbon tycoons, a network of think-
tanks and propagandists adept at blurring the lines
between economics, libertarian ideology and conspir-
acy theory. The Kochlinked Texas Public Policy Founda-
tion made the running in blaming wind for the state’s
recent blackout. Like the progun lobby, another skilful
circumventer of public opinion, the fossilfuels camp
has also propagated a powerful conservative mythol-
ogy. In contrast to cosseted renewables, it claims to be
a preserve of wildcatting free spirits, which is half true,
and unsubsidised, which is not. The renewables indus-

try’s ability to fight back has until recently been lim-

ited. It was for years too small to lobby effectively and
its diverse technologies made it slow to get organised.
It was therefore chiefly represented in the battle for
influence by environmentalists. This was a good way
to woo Democrats. But it helped its enemies on the
right misrepresent the industry—now the source of
around 20% of America’s electricity and over 400,000
jobs—as a leftwing boondoggle. Early this year the
main wind trade group was relaunched as the Ameri-
can Clean Power Association (acp), a multitechnology
lobby. Its members include the industry giant, Nex-
tEra Energy, which is no one’s idea of hairy greenery.
The Floridabased utility, whose market valuation last
year briefly exceeded that of Exxon Mobil, has lobbied
against rooftop solar panels and hydropower and is
led by a registered Republican. “As a trilliondollar in-
dustry we need to make the economic argument for
ourselves, not only the environmental one,” says the
trade association’s ceo, Heather Zichal. Yet changing
the politics of this issue will be harder than the eco-
nomics might suggest. Even where renewables cre-
ate lots of jobs, they tend to be transient. It takes a lot
of workers to build a solar or wind farm, but few to
maintain them. Local support for such projects tends
therefore to be shallow. It cannot be compared to the
visceral attachment of a small Appalachian commu-
nity to the coal industry, even years after its local mine
has closed. Winds, but no change And the fossilfuel
lobby is not about to give up. By one calculation
it outspent its renewables counterpart last year
by 13:1. The enduring influence of mining also
shows how long a well organised lobby can out-
last its economic relevance. Indeed, the sense of
loss radiated by a dying industry was perhaps what
made mining so attractive to the grievance-mon-
gering Mr Trump in the first place. The economics
ofAmerican energy is being transformed; the poli-

tics, not so much.
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What shortages and supply troubles reveal about
Boris Johnson’s government

Few things spook a prime minister like a petrol
crisis. In his autobiography, Tony Blair recalls one
in 2000 caused by fuel protests. The Downing
Street machine was moving at a glacial pace. De-
cisive orders were needed. “l would like the army
to come in and if necessary drive your tankers,”
he recalls saying, “and if they meet with any vio-
lence from protesters, | want you the police to
deal with them very firmly, and if not, to let the
army take care of them. They’re very good at it.”
Where Mr Blair had protesters to rage at, Boris
Johnson has had to make do with gummed-up
global supply chains. The Petrol Retailers Associ-
ation, a lobby group, says that fuel is now return-
ing to the pumps. But for the past week many
Britons have been unable to fill their cars, and
others have wasted hours queuing to do so. Al-
though the crisis is in large part the result of tem-
porary forces beyond ministerial control, it also
highlights enduring problems with both British
logistics and Mr Johnson’s government. Global
supply chains have been under stress for the
past 18 months, thanks to lumpy consumption
patterns caused by covid19. An ageing workforce
and grim conditions have created shortages of
lorry drivers across Europe. Both problems are,
though, especially acute in Britain. Supply chains
have been stressed by Brexitrelated form-filling.
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Tax tweaks have cut takehome pay for some
lorry drivers, and the number from the eu has
fallen by more than 12,000, or 10% of the total.
Throughout, ministers have insisted there is no
shortage of petrol. The fact that rumours, which
emerged from talks over driver shortages, led to
a run on the pumps reflects two issues. One is
a frazzled public. Recent weeks have seen surg-
ing gas prices and empty supermarket shelves. In
the words of Dominic Cummings, the prime min-
ister’s former adviser, “The stooges who trusted
No 10, and those who trusted the stooges, now
have no petrol.” The other is the government’s
abject communication. Studying past fuel crises,
Eben Upton and William Nuttall of the University
of Cambridge find that “unbiased propagation
of information about inventory levels can help
to reassure consumers”. On September 24th Na-
dine Dorries, the culture secretary, tweeted, in
a typical message: “There is no fuel shortage. |
repeat, THERE IS NO FUEL SHORTAGE”, followed
by a red-car emoji. The government has propa-
gated precious little information about petrol
stocks. Its solutions have twinned the techno-
cratic with the desperate. Migrant flows used to
respond to the state of the economy, but under
the post-Brexit immigration regime they have
responded to ministerial diktat. The govern-
ment spent the summer resisting pleas to allow

in more workers, insisting that firms should im-

prove conditions and raise wages instead. Data
from Indeed, a joblistings website, suggests they
did. Pay in advertisements for heavygoods ve-
hicle (hgv) drivers increased by 12.8% from Feb-
ruary to August, compared with 1% for all jobs.
Still, problems persisted. Under the new im-
migration regime, drivers count as “low-skilled
workers”, and are not welcome in Britain. In an
attempt to reduce the pressure, on September
26th the government announced 5,500 visas for
hgv drivers, as well as 5,500 for poultry workers
(another industry suffering shortages). Although
the extra workers will be welcome, they will not
make an enormous difference given the small
numbers involved. The visas expire on Christmas
Eve. Other measures kicked in more quickly. Be-
fore leaving the eu, officials drew up a “National
Emergency Plan for Fuel”, which offers minis-
ters a menu of escalating op tions. In July Grant
Shapps, the transport secretary, increased the

number of hours lorry drivers were allowed to

i W

work.On September 27th the government ac-
tivated the “Downstream Qil Protocol”, which
exempts firms from competition rules, allowing
them to share data on shortages. Combined with
the fact that there is only so much petrol that
can fit in a car’s fuel tank, this was enough to get
the stuff flowing once more. The army was put
on standby, with 150 soldiers preparing to drive
tankers, but as The Economist wentto press it had
not been called into action. Given the difficult
circumstances, it may not be the last time it goes
on alert this winter. Indeed, Mr Johnson high-
lighted the possibility of problems until “Christ-
mas and beyond”. There is, however, some reas-
surance for the government as it faces up to the
possibility of festive disruptions. Despite a crisis
that was partly created by its flagship policy and
was mismanaged by ministers, it is escaping the
blame. A poll by YouGov asked who was at fault.
Some 23% said the government. Nearly half said
the media.
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The first energy squeeze of the green era has im-
portant lessons for governments

Yet another crucial global market has gone from
glut to shortage at breakneck speed. Last Septem-
ber in Europe it cost €119 ($139) to buy enough
gas to heat the average home for a year and the
continent’s gasstorage facilities were brimming.
Today it costs €738 and stocks are scarce. Even
America, which has an abundance of shale gas,
has seen prices more than double—albeit from
a much lower level—and could see further in-
creases if its winter is a cold one. The shortage

has many causes (see Finance section). A cold Eu-
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ropean spring and a hot Asian summer boosted
energy demand. Rebounding industrial produc-
tion has lifted the global appetite for liquefied
natural gas (Ing). Russia has been piping less gas
into European stockpiles. Hawks suspect it of try-
ing to spook the market and ensure its new Nord
Stream 2 pipeline is approved. But it has also
faced disruptions, including a fire at a processing
plant in Siberia. Gas has been plugging gaps in
power production from other sources. The wind
did not blow much in Europe this summer, while
droughts interfered with hydropower output. The

rising price of the permits needed to emit carbon

in the eu has made coal expensive. So there is
little alternative to burning gas for electricity as
well as for heating homes. Whereas the world
economy’s other bottlenecks—for container
ships and microchips—have unleashed a capital-
expenditure boom, investment in fossil fuels is in
longterm decline. American shale can help only so
much, because gas markets are imperfectly linked
via Ing. High prices, when they strike, will serve
mainly to ration limited supply. But it takes big
price movements to curb demand. If the coming
months are chilly, Europe’s energy may have to be-

come extremely expensive to persuade firms and

=

households to use less. Sorting this out requires
accurately diagnosing what has gone wrong. Gov-
ernments have not made enough allowance for
the intermittency of renewable energy. The world
has too little nuclear power—a lowcarbon energy
source that is always on. Interventions and subsi-
dies for gas will only make things worse. Expen-
sive energy angers voters and hurts the poor. But
subsidising energy in a squeeze, as Italy is doing,
or capping prices, as Britain does, will exacerbate
shortages and make politicians’ commitment to
greenery look empty. Governments should use
the welfare system to support household incomes
if they must, while helping energy markets work ef-
ficiently. The longterm challenge is to smooth out
volatility as the switch to renewables continues.
Eventually cheap battery storage might solve the
intermittency problem; right now, more gas stor-
age would help too. In the meantime tweaks to
the market could improve things. In Britain many
small energy suppliers which offer, say, oneyear
fixedpriced contracts to consumers, but buy en-
ergy at floating rates will soon fail (see Britain sec-
tion). Getting firms selling at fixed rates to hedge
against wholesale price increases should encour-
age more physical storage of gas. Another idea is
to invest more in connecting grids (a link between
those of Britain and France recently failed) and
in Ing infrastructure, so that arbitrage trades can
even out disparities in the global supply of ener-
gy. Dirty sources of energy should be expensive.
But without reliable alternatives, price increases
boost inflation, lower living standards and make
environmentalism unpopular (see Bagehot). If
governments do not manage the energy transi-
tion more carefully, then today’s crisis will be the
first of many that threaten the vital move to a

stable climate.
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Down the rabbit hole

The promise and perils of decentralised finance

The sceptics have plenty of fodder. The earliest
adopters of bitcoin, the original cryptocurrency,
used it to buy drugs, while cyber-hackers now de-
mand their ransom in it. Hundreds of millions of
dollars of ether, another digital money, were sto-
len this year after hackers found a bug in some
code. Many “believers” are in reality trying to get
rich quick from the global mania that has seen
the value of cryptoassets reach $2.2trn. Others
are freakishly devoted. The entrepreneur who an-
nounced in June that El Salvador was adopting bit-
coin as an official currency sobbed on stage, claim-
ing it would save the nation. The crooks, fools and
proselytisers are off(l-putting. Nevertheless, the
rise of an ecosystem of financial services, known
as decentralised fillnance, or “DeFi”, deserves
sober consideration (see Briefing). It has the po-
tential to rewire how the financial system works,
with all the promise and perils that entails. The
proliferation of innovation in DeFi is akin to the
frenzy of invention in the early phase of the web.
At a time when people live ever more of their lives
online, the cryptorevolution could even remake
the architecture of the digital economy. DeFi is

YO | V. olo p4e0

one of three tech trends disrupting finance. Tech
“platform” firms are muscling in on payments and
banks. Governments are launching digital curren-
cies, or govcoins. DeFi offers an alternative path
which aims to spread power, not concentrate it.
To understand how, start with blockchains, vast
networks of computers that keep an open, incor-
ruptible common record and update it without the
need for a central authority. Bitcoin, the first big
blockchain, created in 2009, is now a distraction.
Instead, Ethereum, a blockchain network created
in 2015, upon which most DeFi applications are
built, is reaching critical mass. Its developers view
finance as a juicy target. Conventional banking re-
quires a huge infrastructure to maintain trust be-
tween strangers, from clearing houses and compli-
ance to capital rules and courts. It is expensive and
often captured by insiders: think of creditcard fees
and bankers’ yachts. By contrast, transactions on a
blockchain are trustworthy, cheap, transparent and
quick—at least in theory. Although the terminology
is intimidating (fees are “gas”; the main currency is
ether, and title deeds over digital assets are known
as nfts), the basic activities taking place on DeFi are
familiar. These include trading on exchanges and

issuing loans and taking deposits through selfex-
ecuting agreements called smart contracts. One
yardstick of activity is the value of digital instru-
ments being used as collateral: from almost noth-
ing in early 2018 it has reached $90bn. Another is
the value of transactions that Ethereum is verifying.
In the second quarter this reached $2.5trn, around
the same sum as Visa processes and equivalent to
a sixth of the activity on Nasdaq, a stock exchange.
The dream of a low-friction fillnancial system is
just the beginning. DeFi is spreading to more ambi-
tious terrain. MetaMask, a DeFi wallet with more
than 10m users acts as a digital identity. To enter
a decentralised “metaverse”, a lookingglass world
with shops run by its users, you link your wallet to a
cartoonish avatar who roams around. These digital
worlds will become the subject of intensifying com-
petition as more spending shifts online. Big tech
firms could impose huge taxes on these miniecon-
omies: imagine Apple’s App Store charging fees,
or Facebook selling your avatar’s intimate secrets.
A better alternative might be decentralised net-
works that host applications and are run mutually
by users. DeFi could provide payments and prop-
erty rights. Crypto-enthusiasts see a Utopia. But
there is a long way to go before DeFi is as reliable
as, say, JPMorgan Chase or PayPal. Some problems
are prosaic. A common criticism is that blockchain
platforms do not scale easily and that the comput-
ers they harness consume wasteful amounts of
electricity. But Ethereum is a selfimprovement ma-
chine. When it is in high demand the fees it charges
for verifilJcation can climb, encouraging develop-
ers to work on minimising the intensity with which
they use it. There will be new versions of Ethereum;
other, better blockchains could one day replace it.
Yet DeFi also raises questions about how a virtual
economy with its own norms interacts with the real
world. One worry is the lack of an external anchor
of value. Cryptocurrencies are no different from the

dollar, in that they rely on people having a shared
expectation of their utility. However, conventional
money is also backed by states with a monopoly
on force and central banks that are lenders of last
resort. Without these, DeFi will be vulnerable to
panics. Contract enforcement outside the virtual
world is also a concern. A blockchain contract may
say you own a house but only the police can en-
force an eviction. Governance and accountability
in DeFiland are rudimentary. A sequence of large
irrevocable transactions that humans cannot over-
ride could be dangerous, especially as coding errors
are inevitable. Moneylaundering has thrived in the
ungoverned grey zone of services lying between
Ethereum and the banking system. Despite the
claims of decentralisation, some programmers and
app owners hold disproportionate sway over the
DeFi system. And a malign actor could even gain
control over a majority of the computers that run
a blockchain. Alice’s adventures in DeFi-land Digi-
tal libertarians would prefer that DeFi remain au-
tonomous—imperfect but pure. Yet to succeed it
must integrate with the conventional financial and
legal systems, as Gary Gensler, a crypto-expert who
is America’s financial watchdog, has outlined (see
Buttonwood). Many DeFi applications are run by
decentralised organisations which vote on some is-
sues; these bodies should become subject to laws
and regulations. The Bank for International Settle-
ments, a club for central banks, has suggested that
govcoins might be used in DeFi apps, providing
stability. Finance is entering a new era in which the
three novel but flawed visions of tech platforms,
big government and DeFi will compete and inter-
mingle. Each embodies a technical architecture
and an ideology about how the economy should
be run. As with the internet in the 1990s, no one
knows where the revolution will end. But it stands
to transform how money works and, as it does so,
the entire digital world.
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DUBAI AND ISTANBUL Exhausted from conflict and
eager for growth, Middle Eastern rivals try talking

| t was a surprising choice for a summer holiday.
On August 18th Tahnoon bin Zayed, the national-
security adviser of the United Arab Emirates (uae),
turned up in Ankara to meet Recep Tayyip Erdogan,
the president of Turkey. The countries have been
at odds for years over Mr Erdogan’s support for
Islamist groups around the Middle East. Turkish
officials accused the uae of abetting a failed coup
in 2016. But none of that was mentioned in the of-
ficial statement after their meeting, which talked
instead of economic cooperation. A week later
Sheikh Tahnoon met the emir of Qatar, becoming
the most senior Emirati official to visit Qatar since
the uae and three other Arab states imposed an
embargo on it in 2017. Again, there was cheery
language about cooperation. The sheikh is one of
the uae’s most influential fiClgures, a brother of
Muhammad bin Zayed, the de facto ruler. His vis-
its were a sign of a shift in Emirati foreign policy. It
is not the only country changing course. There are
two main faultlines in today’s Middle East. One pits
the Gulf states and Israel against Iran and its allies.
The other runs between countries such as Turkey
and Qatar, which are sympathetic to Islamists, and

Egypt and the uae, which are not. These schisms
have fuelled conflict in the Levant, Libya and Ye-
men, and less bloody disputes elsewhere. Over the
past five months, though, longstanding foes have
embarked on a rush of diplomacy. Saudi Arabia and
Iran started a dialogue in April. Turkey has sought to
repair ties with Egypt, which soured after the Egyp-
tian army overthrew an Islamist-led government in
2013 (Mr Erdogan was a vocal critic of the coup).
Qatar and Egypt, which fell out for the same reason,
are back on speaking terms. Egypt even allowed
Al Jazeera, a Qatari satellite television network
with an often proBrotherhood stance, to reopen
its Cairo bureau, which was closed after the coup.
The capstone was a summit in Baghdad on August
28th that brought together offi cials from Egypt,
Iran, Qatar, Saudi Arabia, Turkey and elsewhere.
Though it ended with no concrete agreements, the
act of talking was a breakthrough in itself: many
participants would have been loth to attend such a
gathering not long ago. Optimists hope these meet-
ings may signal a thaw and a possible end to the
region’s ruinous disputes. The Middle East is a cruel
place for optimists—but in this case, their hopes
may not be entirely misplaced. The Saudi-Iranian
feud, which reshaped the region after 1979, has set-

Diplomacy in the Middle East
Less battle, more I:g'a'n_ter
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tled into a frozen conflict over the past four years.
In part that is because of Iran’s success, and Saudi
Arabia’s failure, at exerting infl_Juence abroad.
The Saudi crown prince, Muhammad bin Salman,
made a series of foreignpolicy blunders during his
early days in power and has since shifted focus to
transforming the oilbound economy. After pursu-
ing its own aggressive foreign policy, the uae has
also begun to seek detente. Officials in Abu Dhabi,
the capital, say this was a sideeffect of covid19. “It
made us understand... that we had to turn back
home and let go of certain kinds of en gagements
in the broader Middle East,” says an Emirati dip-
lomat. Introspective as it may sound, that is an ex
post facto justification: the uae began withdraw-
ing troops from Yemen in 2019, months before the
pandemic. The war had become a quagmire, while
Emirati support for an antilslamist warlord in Libya
ended in defeat (largely thanks to Turkish interven-
tion). An activist foreign policy yielded few gains;
better to focus on an economy which, although
more diversified than those of its neighbours, is still
unprepared for a looming energy transition away
from oil. Ahead of the country’s 50th anniversary
in December, officials are busy announcing a raft
of economic initiatives. Turkey has reached simi-
lar conclusions. Its economy has been hamstrung
by 19% inflation, weak foreign investment and a
long currency crisis. Regional feuds, not to mention
disputes with America, the eu and Greece, are not
helping. “The economy needs de-escalation,” says
Galip Dalay of Chatham House, a think-tank in Lon-
don. It also needs cash. Emirati investors might pro-
vide some. The lira’s devaluation means foreign-
ers can snatch up Turkish assets at bargain prices.
Turkey also hopes to cash in on normalisation with
Egypt. Despite their estrangement, trade between
the countries reached nearly $5bn last year. Turk-
ish officials say the potential is much higher. But
mending fences with Egypt would also pay politi-

cal dividends. Egypt, together with the eu, Amer-
ica and Israel, has sided with Greece and Cyprus
in a dispute with Turkey over drilling rights in the
eastern Mediterranean. Mr Erdogan’s government
thinks a deal with Egypt can help it break out of
its isolation, so it is trying to negotiate one. All of
this would be quite a uturn. Yet by now there are
hardly any Islamists left to support. Abdel-Fattah al-
Sisi, Egypt’s dictator, has ruthlessly dismantled the
Brotherhood. Even in countries where Islamists are
free to compete in politics, their popularity is wan-
ing (see article on next page). For Turkey and Qatar,
the costs of continued confrontation with Egypt
and the uae are great, the benefiJts slim. Disputes
with Iran are harder to solve. The regime in Tehran
will not negotiate away its hard-won infl_Juence in
the Arab world. Instead the Gulf states may seek
only to secure their own backyard. They became
keenly aware of their vulnerability after Donald
Trump’s “maximum pressure” campaign led Iran to
sabotage oil tankers in the Persian Gulf and supply
drones and missiles for a surprise strike on Saudi oil
facilities in 2019. A wider confllict would be ruin-
ous. OffilJcials fret, for example, that a well-placed
salvo of missiles aimed at desalination plants could
render the Gulf unliveable within days. In their
own ways, then, everyone enters these talks from
a position of some weakness. The Gulf states are
wealthy but brittle, whereas Iran and Turkey are
muscular but broke. The Baghdad summit ended
with a joint statement pledging “noninterference in
the internal affairs of countries” —ironic, since
the participants are notorious for interfering.
They are unlikely to stop. Regional diplomacy
is thus little comfort for citizens of places like
Lebanon and Irag, which barely exist as sover-
eign states. These are talks between autocrats
keen to protect their own grip on power and
boost their economies: not peace in ourtime,
only within our borders.



Battery Investments for
Electric Vehicles Get Political

-
-

-l D
3

Car makers’ battery investments took a nativist

turn last week. That isn’t a surprising development,
but it brings extra risks. On Friday, Mercedes-Benz
said it would take a 33% stake in Automotive Cells,
a European battery startup that previously received
backing from French energy giant TotalEnergies,
trans-Atlantic car giant Stellantis and, crucially, the
European Union. Total, Stellantis and Mercedes-
Benz will end up with a third each of a venture
that plans to spend at least €7 billion, equivalent to
roughly $8.22 billion, through 2030 to build Euro-
pean cell-manufacturing plants, or “gigafactories”
in Elon Musk’s phrase. Mercedes-Benz said it was
committing less than €1 billion in tomon: Emblem-
atic car brands on either side of the Atlantic are
getting behind local battery ventures with not just

local plants but also local founders and owners.
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Earlier this year, Ford launched a joint venture with
South Korea’s SK Innovation, one of the cabal of East
Asian companies that currently dominate the glob-
al battery business. Until now, the most important
battery suppliers to Mercedes-Benz, whose largest
shareholder is Chinese automotive billionaire Li
Shufu, were both Chinese: CATL and Farasis Energy,
in which it has a small equity stake. The companies
needed these partners for their proven know-how
and production capacities. ACC and Redwood are
unproven startups with little but grand plans and
well-connected backers, but they carry a political
weight that East Asian companies can’t. In Europe,
ACC emerged from FrancoGerman plans for an Air-
bus-style consortium for batteries, which are a pil-
lar of the European Union’s new industrial strategy

to compete with China. The U.S. under President

Biden is taking a similar road. Even within the high-
priority EV sector, Redwood, with its focus on bring-
ing supply chains onshore, sits in a sweet spot for
Washington. Currently American-made batteries
are heavily reliant for inputs on metals processing
in China. Tesla gets lithium from China’s Ganfeng,
for example. The advantage of following political
priorities for the likes of Ford and Mercedes-Benz
is that they might benefit from more public sup-
port and subsidies. The car industry cannot hope
to avoid politics. But there is a disadvantage, too:
They are straying from East Asian players with more
technical experience. Mercedes-Benz is making its
biggest battery bet yet on a company that at this
point consists of little more than a research and
development operation. Volkswagen is in a simi-
lar position with its roughly 20% stake in Swedish
battery darling Northvolt. Homegrown battery
companies in the U.S. and Europe alike have very
high expectations to live up to. —Stephen Wilmot
tal, implying heavy doses of debt and subsidies in
the project. The deal follows news earlier last week
that Ford Motor will invest $50 million in Redwood
Materials, a startup trying to bring the lithium-ion
battery supply chain to the U.S. The brainchild of
Tesla co-founder and former Chief Technical Officer
J.B. Straubel, Redwood has plans that match Tesla’s
for wild ambition. The previous week, the company
said it aimed to produce enough battery-electrode
materials for one million electric vehicles by 2025
and five million by 2030, which would equate to al-
most half total U.S. vehicle production in a typical
year. These are very different deals, but they have
something in com mon: Emblematic car brands on
either side of the Atlantic are getting behind lo-

cal battery ventures with not just local plants but
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also local founders and owners. Earlier this year,
Ford launched a joint venture with South Korea’s
SK Innovation, one of the cabal of East Asian com-
panies that currently dominate the global battery
business. Until now, the most important battery
suppliers to Mercedes-Benz, whose largest share-
holder is Chinese automotive billionaire Li Shufu,
were both Chinese: CATL and Farasis Energy, in
which it has a small equity stake. The companies
needed these partners for their proven know-how
and production capacities. ACC and Redwood are
unproven startups with little but grand plans and
well-connected backers, but they carry a political
weight that East Asian companies can’t. In Europe,
ACC emerged from FrancoGerman plans for an Air-
bus-style consortium for batteries, which are a pil-
lar of the European Union’s new industrial strategy
to compete with China. The U.S. under President
Biden is taking a similar road. Even within the high-
priority EV sector, Redwood, with its focus on bring-
ing supply chains onshore, sits in a sweet spot for
Washington. Currently American-made batteries
are heavily reliant for inputs on metals processing
in China. Tesla gets lithium from China’s Ganfeng,
for example. The advantage of following political
priorities for the likes of Ford and Mercedes-Benz
is that they might benefit from more public sup-
port and subsidies. The car industry cannot hope
to avoid politics. But there is a disadvantage, too:
They are straying from East Asian players with more
technical experience. Mercedes-Benz is making its
biggest battery bet yet on a company that at this
point consists of little more than a research and de-
velopment operation. Volkswagen is in a similar po-
sition with its roughly 20% stake in Swedish battery

darling Northvolt. Homegrown battery companies
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