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Imagine there were no law against arson and we were
trying to figure out a way to stop it. One way would be to
require people to pay for the right to burn down buildings.
Another would be to issue a strictly limited number of
tradable arson-permission certificates, which would be
arsonists could trade among themselves. We could spend
money making buildings more fireproof. Or we could
invent new flammable objects that would satisfy arsonists'
desire to burn things down but whose combustion would
cause less societal harm.

There would be
lots of creative ferment
around the various
approaches until =
someone said: "People.
People. Let's just make |
arson illegal." Suddenly
that would seem very
obvious. Burning fossil
fuels isn't the same as
burning houses. Unlike
arson, the combustion of i F ;
oil, natural gas, coal and other fossil fuels provides real
benefits - running our cars, heating and cooling our homes
and so on. But it's also overheating the planet disastrously.
So why don't we just say, "No- can't do that anymore"?

An overnight ban on fossil fuels is effectively
impossible, of course. Other sources of energy such as solar
panels, wind turbines and nuclear plants aren't nearly able
to fill the gap today. The economy, starved for energy, would
come to a halt.

But a ban or severe restriction isn't entirely crazy,
either, if it's phased in as part of a long-term plan to reduce
emissions of green- house gases to zero. Why not? We've
banned things before.

"In the last four decades, the United States has
outlawed lead paint, phased out asbestos and curtailed
tobacco marketing and sales. Similar policies can be used
for fossil fuels," a pair of economists, Mark Paul and Lina
Moe, wrote last year for an advocacy group called the
Climate and Community Project in a piece titled "An
Economist's Case for Restrictive Supply-Side Policy."

"Restrictive supply-side policy" is already going on
to a degree. Early in his term President Biden canceled the
Keystone XL pipeline, which would have carried oil from
Canada to the Gulf Coast. Last month, his administration
paused approvals of new facilities for exporting liquefied
natural gas. Costa Rica and Denmark cofounded an alliance
of governments and other stakeholders to "facilitate the
managed phaseout of oil and gas production.”

I'll get into the perils of restricting the supply of fossil
fuels, but let me start with the potential benefits. Last week
I interviewed Johanna Bozuwa, the executive director of
the Climate and Community Project. One benefit, she said,
is that shutting down or curtailing the production of fossil
fuels leaves nothing to chance, in contrast to more indirect
measures to reduce greenhouse gas emissions such as
setting a price for carbon. She said the United States should
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take the lead, while acknowledging that restrictions would
be more effective if coordinated with other nations.

Stopping the production of fossil fuels in the first
place also reduces the risk of "leakage," where producers
of fossil fuels escape restrictions on their use in the United
States by exporting them to laxer countries, Bozuwa said.
And, she added, it would reduce the risk of "carbon lock-
in," in which mines, wells, refineries, pipelines and so on
that are permitted to be built today continue to be used for
decades.

Lock-in looms large as a problem. Let's say an
optimistic oil company drills a deep-sea well this year,
calculating that it will be profitable based on projected
revenues and costs. Next year, a big carbon tax is passed.
The idea doesn't make sense now, but it's still worth thinking
about company never would have drilled the well if it had
known about the tax, but since the well is there it will
continue to pump oil out of it for as long as the marginal
revenue exceeds the marginal cost of production, which is
minor compared with the initial expense of exploration and
drilling.

Techno-optimists argue that the best way to displace
fossil fuels is to out compete them, pointing to the fact that
the all-in cost of new solar installations is already lower
than the all-in cost of natural-gas-fired generating plants.
But it's not that simple, Emily Grubert, a civil engineer
and environmental sociologist at the University of Notre
Dame, told me. Existing gas-fired plants will continue to
operate because of lock-in economics and because state
utility commissions allow utilities to recoup the cost of
fuel in their rates, she said. What's more, she said, the
managers and workers of fossil fuel plants tend to be more
comfortable with them than with new technologies they
don't understand or trust.

"It's not a situation where the cheaper, better thing is
going to win out," Ms. Grubert told me.

Another flaw in the out compete theory is that oil
companies are innovating, too. They're growing more
efficient at getting oil and natural gas out of the ground at
prices that rival or beat green alternatives. Major oil
companies aren't starting projects unless they can make
money with oil at $30 a barrel, Reuters reported this week.
The current price is around $80.

In theory, all of these problems could be solved with
a carbon tax or a tradable permit system (like the one for
arson!). Those measures, which economists love, are good
at reducing somewhat the consumption of fossil fuels, but
would not be effective in getting greenhouse gas emissions
all the way down to zero by 2050, which is the goal, Grubert
said.

Now the perils. One drawback of trying to ban or
curtail fossil fuels by government edict is that it's a political
impossibility: The oil and gas industry is too influential.
The Biden administration, through the Inflation Reduction
Act, has followed the easier path of adding incentives for
deployment of green technologies, such as heat pumps,
wind and solar, along with more funding of research and
development and measures to reduce emissions from
conventional sources. All that makes sense, and it's
working.

Another obvious drawback to restricting supply is
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that the government could act too hastily, before alternatives
are ready. Then energy prices would soar, businesses would
shut down, and consumers, especially those on low
incomes, would suffer.

Oil companies emphasize the risk of
underproduction. "If every new pas- senger car sold in the
world in 2035 were an electric vehicle, oil demand in 2050
would still be 85 million barrels per day, the same as it was
around 2010," Exxon Mobil said in its global outlook last
year.

Environmentalists would be OK if restricting
production of fossil fuels pushed up prices of gasoline,
heating oil and other products, so long as the increases
weren't exorbitant, because that would strengthen the
financial incentive to develop green energy. The
government could protect low-income households with tax
breaks or other measures. (Subsidizing their fuel use
directly would be a mistake because it would promote
overconsumption, [ believe.)

Ideally there would be a smooth, predictable
transition from fossil fuels to green alternatives, in which
the supply of fossil fuels diminished at the same pace as
the demand for them. The International Monetary Fund
calculated last year that oil prices could fall to $15 a barrel
by 2050 if policies are aimed only at reducing demand and
could rise to more than $300 a barrel by that year if policies
are aimed only at reducing supply.

An inspiring success story for mandates is the global
phaseout of chlorofluorocarbons, or CFC's, which were
used as refrigerants and in aerosol sprays and foams but
damaged the protective ozone layer in the stratosphere. |
spoke with David Doniger, a senior strategist at the Natural
Resources Defense Council, who helped develop the CFC
phaseout plan. He said one lesson from that experience is
that a phaseout timetable needs to be realistic. Another is
that the industry will tend to say the timetable is too short.
Yet another is that technologies can develop surprisingly
quickly when there's a sufficient financial incentive.

The current challenge is tougher because producers
of oil and gas are more politically powerful now than
producers of CFC's were in the 1980s, Doniger said. "They
have taken over one party and thumb their nose at the other,"
he said.

That's no excuse for inaction, though. To save the
planet, stronger action is essential, Joseph Romm, a
physicist told me. Who is a senior research fellow at the
University of Pennsylvania Center for Science,
Sustanibility and the Media, He said, "It's very hard to
achieve things you're not trying to do."

It happened very quickly, so fast that you might not
have noticed it. Over the past few months, America's Big
Three automakers-Ford, General Motors and Stellantis, the
oddly named company that owns Dodge, Chrysler and Jeep-
landed in big trouble.

I realize this may sound silly. Ford, General Motors
and Stellantis made billions in profit last year, even after a
lengthy strike by autoworkers, and all three companies are
forecasting a big 2024. But recently, the Big Three found
themselves outmaneuvered and missing their goals for
electric vehicle sales at the same time that a crop of new
affordable, electrified foreign cars appeared, ready to flood
the global market.

About a decade ago, America bailed out the Big Three
and swore it wouldn't do it again. But the federal
government is going to have to help the Big Three and the
rest of the U.S. car market again very soon. And it has to
do it in the right way now to avoid the next auto bailout.

The biggest threat to the Big Three comes from a
new crop of Chinese automakers, especially BYD, which
specialize in producing plug-in hybrid and fully electric
vehicles. BYD's growth is astounding: It sold three million
electrified vehicles last year, more than any other company,
and it now has enough production capacity in China to
manu- facture four million cars a year. But that isn't enough:
It's building new factories in Brazil, Thailand, Hungary
and Uzbekistan, which will produce even more cars, and it
may soon add Indonesia and Mexico to that list. A deluge
of electric vehicles is coming.

BYD's cars deliver great value at prices that beat
anything coming out of the West. Earlier this month, BYD
unveiled a plug-in hybrid that gets decent all-electric range
and will retail for just over $11,000. How can it do that?
Like other Chinese manufacturers, BYD benefits from its
home country's lower labor costs, but this explains only
some of its success. The fact is that BYD — and Chinese
automakers like Geely, which owns Volvo Cars and Polestar
brands — are very good at making cars. They have
leveraged China's dominance of the battery industry and
automated production lines to create a juggernaut.

The Chinese automakers, especially BYD, represent
something new in the world. They signal that China's
decades- long accretion of economic complexity is almost
complete: Whereas the country once made toys and clothes
and then made electronics and batteries, now it makes cars
and airplanes. What's more, BYD and other Chinese
automakers are becoming virtually global car companies,
capable of manufacturing electric cars that can compete
directly with gas-burning cars on cost.

That is, on the surface, a good thing. Electric cars
need to get cheaper and more abundant if we are to have
any hope of meeting our global climate goals. But it poses
some immediate and thorny problems for American policy-
makers. After BYD announced its $11,000 plug-in hybrid,
it posted on the Chinese social media platform Weibo that
"the price will make petrol car assemblers tremble." The
problem is many of those gasoline carmakers are American.

Ford and GM plotted an ambitious E.V. transition
three years ago. But it didn't take long for them to stumble.
Last year, Ford lost more than $64,000 on every E.V. that
it sold. Since October, it has delayed the opening of one of
its new E.V.battery plants, and GM has fumbled the start
of its new Ultium battery platform, which is meant to be
the foundation for all of its future electric vehicles. Ford
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and GM have notched some wins here (the Mustang Mach-
E and Chevrolet Bolt are modest hits), but they aren't
competing at the level of Tesla and Hyundai - companies
that operate factories in less union-friendly states in the
Sun Belt.

Jim Farley, Ford's chief executive, recently disclosed
that the company had a secret development team building
a cheap, affordable electric car to compete with Tesla and
BYD. But producing electric vehicles profitably is an
organizational skill, and like any skill, it takes time, effort
and money to develop. Even if Ford and GM now bust out
innovative new designs, they will lag their competition at
executing them well.

The other looming problem for Ford and General
Motors is that their balance sheets, while superficially
robust, conceal a structural vulnerability. While the two
companies have done generally well in recent years, their
billions in profits have overwhelmingly flowed from selling
a relatively small number of vehicles to a small group of
people. Specifically, Ford and GM's earnings rest primarily
on selling pickup trucks, S.U.V.S and crossovers to affluent
North Americans. In other words, if Americans' appetite
for trucks and S.U.V.S falters, then Ford and GM will be
in real trouble. That creates a strategic quandary for them.
In the coming years, these companies must cross a bridge
from one business model to another: They must use their
robust truck and S.U.V. earnings to subsidize their growing
electric vehicle business and learn how to make E.V.s
profitably. If they can make it across this bridge quickly,
they will survive. But if their S.U.V. profits crumble before
their E.V. business is ready, they will fall into the chasm
and perish.

That's why the flood of cheap Chinese electric
vehicles poses such a big problem: It could wash away
Ford and GM's bridge before they have finished building
it. Even a wave of competitive electric cars from the Sun
Belt automakers - like Kia's EV9, a three-row S.U.V.—
could eat away at their S.U.V. profits before they're ready.

Perhaps the Big Three deserve destruction; after all,
they hooked us on S.U.V.S in the first place and then fell
behind in the E.V. race. But letting them die is not a tenable
political option for the Biden administration. One goal of
Mr. Biden's presidency is to show not only that
decarbonization can work for the American economy but
also that it can revive moribund fossil-fuel-dependent
communities in the Rust Belt. Mr. Biden has also fought
for and won the endorsement of the United Auto Workers,
which just cemented a generous new contract with the Big
Three and now needs them to thrive.

He has reason, in other words, to help the Big Three
even before you get to the harsh electoral realities: The
legacy auto industry employs more people in Michigan than
any other state, and Mr. Biden's path to reelection all but
requires him to win Michigan in November. (Recall that
Donald Trump won Michigan by just under 11,000 votes
in 2016.) Mr. Biden cannot allow the possibility of another
China shock to hit the Midwest's auto economy. So what
should he do?

The good news is that Congress has already done
some of the work for him. You may have heard about the
Inflation Reduction Act's generous subsidies for domestic
electric car production. Can it help? It can, and it will, but
the act alone is not nearly big enough to insulate these
companies from the threat posed by Chinese E.V.S. The
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Chinese automaker Geely is preparing to sell the small,
all-electric Volvo EX30 S.U.V. in the United States for
$35,000. That price - which seemingly includes the cost of
a 25 percent tariff, first imposed by the Trump
administration — rivals what . American automakers are
capable of doing today, even with the Inflation Reduction
Act's subsidies.

Subsidies likely won't be enough; Mr. Biden will need
to impose new trade restrictions. But here's where it gets
messy. The case for protecting the American auto market
from Chinese E.V.s is obvious and politically essential but
also highly troublesome. In the short term, American
automakers - even the homegrown electric-only carmakers
like Tesla and Rivian - must be shielded from a wave of
cheap cars. But in the long term, Mr. Biden must be careful
not to cordon off the American car market from the rest of
the world, turning the United States into an automotive
backwater of bloated, expensive, gas-guzzling vehicles. The
Chinese carmakers are the first real competition that the
global car industry has faced in decades, and American
companies must be exposed to some of that threat, for their
own good. That means they must feel the chill of death on
their necks and be forced to rise and face this challenge.

This could be done in a number of ways. One is by
suggesting to American companies that any import
restrictions imposed on Chinese cars in the next few years
won't necessarily be permanent. That might encourage
American companies to learn everything they can from their
new Chinese competition, getting over their hubris and
recognizing that Chinese companies now understand
aspects of E.V. manufacturing better than their American
counter- parts. That means that Republican lawmakers, in
particular, must recognize that climate-friendly
technologies are the future of global industry. Mr. Trump
is threatening that, if elected, he would gut the Inflation
Reduction Act, even though it's full of policies meant to
help America compete with Chinese E.V.S. There would
be no faster way to destroy the U.S. car industry as a global
force.

What the United States is trying to do is really hard.
We want to preserve the economic geography and
institutions of our old fossil-powered economy while
retooling it to work in a new zero-carbon world. There's
no small amount of irony in the fact that all those involved
in America - Democrats, Republicans, major automakers-
resent China for achieving what was once a goal of, well,
hippies and environmentalists: making electric cars popular
and cheap. But if they've done it, America can do it too. It
will take grit and good-faith effort. Americans should
assume that Ford and General Motors will be competing
with BYD and Geely for decades to come, and we should
relish that fight.

In a concession to automakers and labor unions, the
Biden administration intends to relax elements of one of
its most ambitious strategies to combat climate change,
limits on tailpipe emissions that are designed to get
Americans to switch from gas-powered cars to electric
vehicles, according to three people familiar with the plan.

Instead of essentially requiring automakers to rapidly
increase sales of electric vehicles over the next few years,




the administration would give car manufacturers more time,
with a sharp increase in sales not required until after 2030,
these people said. They asked to remain anonymous because
the regulation has not been made final. The administration
plans to publish the final rule by early spring.

The change comes as President Biden faces intense
crosswinds as he runs for reelection while trying to confront
climate change. He is aiming to cut carbon dioxide
emissions from gasoline-powered vehicles, which make
up the largest single source of greenhouse gases emitted
by the United States.

Atthe same time, Mr. Biden needs co-operation from
the auto industry and political support from the unionized
auto workers who backed him in 2020 but now worry that
an abrupt transition to electric vehicles would cost jobs.
Meanwhile, consumer demand has not been what
automakers hoped, with potential buyers put off by sticker
prices and the relative scarcity of charging stations.

Sensing an opening, former President Donald J.
Trump, the Republican front- runner, has seized on electric
cars, falsely warning the public that they "don't work" and
telling autoworkers that Mr. Biden's policies are "lunacy"
that he would extinguish on "the first day" of his return to
the White House.

Last spring, the Environmental Protection Agency
proposed the toughest-ever limits on tailpipe emissions.
The rules would be so strict, the only way car makers could
comply would be to sell a tremendous number of zero-
emissions vehicles in a relatively short time frame.

The E.P.A. designed the proposed regulations so that
67 percent of sales of new cars and light-duty trucks would
be all-electric by 2032, up from 7.6 percent in 2023, a
radical remaking of the American automobile market.

That remains the goal. But as they complete the
regulations, administration officials are tweaking the plan
to slow the pace at which auto manufacturers would need
to comply, so that electric vehicle sales would increase more
gradually through 2030 but then would have to sharply
rise.

The change in pacing is in response to automakers
who say that more time is needed to build a national
network of charging stations and to bring down the cost of
electric vehicles, and to labor unions that want more time
to try to unionize new electric car plants that are opening
around the country, particularly in the South.

But delaying the most stringent requirements of the
rule could come at a cost to the climate, after the hottest
year in recorded history.

AN AMBITIOUS INITTAL PLAN

Postponing the sharp increase in electric vehicle sales
until after 2030 would still eliminate roughly the same
amount of auto emissions as the original proposal by 2055,
according to E.P.A. models. But it would mean the nation
would continue to pump auto emissions into the atmosphere
in the short run. Scientists say every year counts in the
government's efforts to prevent the planet from tipping into
more deadly and costly climate disasters.

"You'll have faster warming if U.S. transportation
emissions don't decline before 2030," said James Glynn, a
senior research scholar at the Center on Global Energy
Policy at Columbia University.

Scientists have warned that if average global
temperatures increase by more than 1.5 degrees Celsius
(2.7 Fahrenheit) from preindustrial levels, humans will
struggle to adapt to increasingly violent storms, floods,
fires, heat waves and other disruptions.

The planet has already warmed by about 1.2 degrees
Celsius.

Ali Zaidi, Mr. Biden's senior climate adviser, declined
to discuss the details of the final regulation. But he said in
an interview that Mr. Biden's climate policies, combined
with record federal investment in renewable energy, would
still help to reach the president's goal of cutting the country's
greenhouse gas emissions in half by 2030.

"I feel very good about how our policies, including
the regulatory actions, are fitting together to boost our
ability to hit our 2030 targets and setting us up for the longer
term trajectory," Mr. Zaidi said.

Still, experts say it's uncertain whether Mr. Biden
can meet his twin goals of cutting the country's greenhouse
gas emissions in half by 2030 and eliminating them by
2050, a target that scientists say all nations must achieve
to avoid the most catastrophic impacts of climate change.

WARY UNIONS

Labor support has been a key part of Mr. Biden's
political coalition and his portrayal of himself as a fighter
for the middle class. That backing was threatened last
spring, when the Environmental Protection Agency
proposed the new limits on tailpipe emissions. Soon
afterward, Shawn Fain, president of the United Auto
Workers, wrote that the union was withholding its
endorsement of Mr. Biden's reelection bid over "concerns
with the electric vehicle transition."

Last fall, when the union went on strike against Ford,
General Motors and Stellantis, in part over fears about the
industry's transition to electric vehicles, Mr. Biden sought
to assuage their concerns and became the first president to
stand with workers on the picket line.

By early January, the E.P.A. sent a revised version of
its auto emissions rule with the longer time frame to the
White House. Weeks later, the United Auto Workers

endorsed Mr. Biden.
L




A spokesman for the union declined multiple requests
to interview Mr. Fain.

After the endorsement, Mr. Trump called Mr. Fain a
"dope" on Truth Social, his social media site. "He bought
into Biden's 'vision' of all Electric Vehicles, which require
far fewer workers to make each car but, more important,
are not wanted in large numbers by the con- sumer, and
will ALL be made in China," Mr. Trump wrote.

Barry Rabe, a professor of public policy at the
University of Michigan, noted the way Mr. Trump has
focused on the anxiety over electric vehicles that pervades
that auto-making state, one of a handful of swing states
where the election is likely to be decided.

"Trump has been very effective previously at using
wedge issues," Mr. Rabe said. "Whenever he comes to the
state, this comes up. And this is not abstract in Michigan,

it's a real question. 'What plant am I going to be working
in?""

WORRIED AUTOMAKERS

Although a record 1,2 million electric vehicles were
sold in the United States last year, growth is slowing, even
though the new regulations would require a nearly tenfold
increase in such sales within just eight years.

While buyers of new electric vehicles are eligible
for up to $7,500 in federal tax credits, only 18 models are
currently eligible for that full credit, down from about two
dozen last year.

One of those eligible models, the Ford F-150
Lightning, an all-electric pickup truck that once had a
waiting list of 200,000, last year recorded sales 24,000, far
short of the 150,000 sales projected by Ford.

And while construction of E. V. chargers is expanding,
nearly doubling from about 87,000 in 2019 to more than
172,000 last year, analysts project that the nation will need
more than two million chargers by 2030 to support the
growth in electric vehicles envisioned by the proposed
rules.

All that worries auto companies, which have invested
about $146 billion over the past three years in researching
and developing electric vehicles, according to the Center
for Automotive Research, a nonprofit organization i Ann
Arbor, Mich. Auto companies would face billions of dollars
per year in fines if the emissions associated with their auto
sales exceed the limits set by the new regulations.

Analysts say the current lag in electric vehicle sales
is to be expected, as the market for early adopters wealthier
people who have bought E. V.S as second cars is saturated.
"It may be some time before the larger middle class, middle-
of-the-country market is ready to embrace buying plug-in
cars," said K. Venkatesh Prasad, the senior vice president
of research at the Center for Automotive Research.

Probably only Americans of a certain age remember
when the Volkswagen Beetle was the bestselling imported
car in the United States and the hippest ride to a Grateful
Dead concert was a Volkswagen Microbus.

Volkswagen is trying to tap some of that nostalgia in
its latest push to regain the status and sales it enjoyed in
the U.S. during the Beetle's and Microbus's heydays in the
1960s. But this time it hopes its top models will be electric.

il

The German carmaker is second only to Toyota
globally but is a niche player in America. Part of its plan to
revive its fortunes there is to lean on a new electric model
that resembles the Microbus, the ID.Buzz, and to revive
its Scout brand with a line of electric pickups and sport
utility vehicles.

Last week, as giant earth movers kicked up clouds
of dust, Volkswagen executives and local officials gathered
near Columbia, S.C., to inaugurate the site of a factory
that will build vehicles bearing the Scout badge for the
first time since 1980.

Volkswagen is one of several foreign automakers that
see electric cars and the upheaval they are causing as a
way to challenge the dominant players in the United States.
Volkswagen, which also owns Audi, Porsche, Bentley and
Lam- borghini, is aiming to at least double its market share
in the United States by the end of the decade from a meager
4 percent now.

"This market is turning electric, and everybody's
starting from scratch," Arno Antlitz, the chief financial
officer of Volkswagen, said in an interview. "This is our
unique opportunity to grow."

Electric vehicles have already shaken the industry
rankings, emboldening Volkswagen and other foreign
automakers. Battery-powered S.U.V.s and sedans helped
Hyundai Motor and its sister brand Kia overtake Stellantis,
the maker of Jeep, Dodge, Chrysler and Ram, as the fourth-
largest carmaker by sales in the United States last year.

"Electric vehicles are helping our brand to be seen
as a technology leader," said José Muiloz, chief operating
officer of Hyundai. They also attract a better-educated, more
affluent customer than has been the case for the South
Korean company's gasoline vehicles; he said in an
interview.

The list of companies that dominate electric sales
looks a lot different from the top rankings for overall U.S.
sales, hinting at a future when a different group of
companies rule.

The top five companies in the United States for all
engine types are General Motors, Toyota, Ford Motor,
Hyundai and Stellantis. In electric cars, Tesla is No. 1 by a
wide margin, followed by Hyundai, G.M., Ford and
Volkswagen. Toyota is a minor player in electric cars. "Just
because you've been around for 120 years doesn't mean
you're going to have anything in this new market," said
Steven Center, the chief operating officer of Kia America.

Volvo Cars is another company hoping to take
advantage of the changes wrought by electric vehicles. The
Swedish carmaker, which is majority owned by Geely
Holding Group of China, reported a 26 percent increase in
U.S. sales last year.




Much of that growth came from hybrids that have a
gasoline engine and can travel shorter distances on batteries.
But Mike Cottone, president of Volvo Car for the United
States and Canada, said he saw hybrids as a pathway to
fully electric vehicles.

Later this year, Volvo will begin selling a Chinese-
made, all-electric compact S.U.V., the EX30, which will
start at $35,000. The company will also begin delivering
the EX90, a seven-seat S.U.V. that is made in South
Carolina and will start around $80,000.

Especially for luxury car buyers, Mr. Cottone said,
"there's a lot of room for growth in the E.V. segment over
the next few years."

Volkswagen has tried and failed since the 1970s to
become a bigger presence in the United States, and analysts
are skeptical that this time will be different. "I've seen
Volkswagen set these goals before," said Michelle Krebs,
executive analyst at Cox Automotive.

The established carmakers will not be pushovers.
GM. and Ford are also investing heavily in electric vehicles,
while Toyota has said it will start producing a large electric
S.U.V. in Kentucky next year.

Ms. Krebs pointed out that auto sales in the U.S.
were growing slowly, making the fight for market share
largely a zero-sum game. "There's this little bit of growth
that everybody is going after," she said.

Volkswagen's last big push in the United States ended
in scandal. In the early 2000s, the company tried to sell
Americans on cars with "clean diesel" engines. It advertised
the fuel, which was used in European passenger cars much
more than in American cars more environmentally friendly
than gasoline.

But the campaign collapsed in 2015 when U.S.
regulators discovered that Volkswagen had used software
in the vehicles to cheat on emissions tests. In reality, the
cars polluted as much as long-haul trucks.

The scandal had one benefit for Volkswagen. It
prompted the company to invest early in electric vehicle
technology and build cars that were designed from the
ground up to run on batteries, rather than make awkward
modifications to gasoline models. In Europe, Volkswagen's
various electric brands together outsell Tesla, according to
Schmidt Automotive Research.

The person responsible for doubling Volkswagen
sales in the United States is Pablo Di Si, president of
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Volkswagen Group of America. Mr. Di Si, originally from
Argentina, said he planned to use the same strategy he
deployed while overseeing the company's operations in
Brazil, where Volkswagen's market share rose to more than
16 percent from 9 percent.

"You look at the segments that you think are going
to be successful 10 years from now," Mr. Di Si said in an
interview. "What are your gaps in the product portfolio?
And then you start adding products for those particular
markets."

In the United States, he said, that is likely to include
gasoline cars and hybrids as well as all-electric vehicles.
Volkswagen plans to import the ID.7, an electric sedan,
and the ID.Buzz. Mr. Di Si hinted that there might also be
a new electric vehicle that references the design of the
Beetle. The last version of that car sold in the United States
was the 2019 Beetle.

Volkswagen is building a $5 billion factory in Ontario
to supply batteries to its factories in Chattanooga, Tenn.,
and Puebla, Mexico, which together will produce at least
80 percent of the company's cars sold in North America.
That will help buyers of cars from its Volkswagen, Audi
and other brands qualify for tax credits of up to $7,500 per
car.

Scout will fill a major gap in Volkswagen's portfolio:
pickups, among the most popular vehicles in the United
States. By reviving Scout, which was one of the first
passenger vehicles that could navigate rough dirt tracks as
well as city streets, Volkswagen hopes to attract buyers who
typically buy off-road-capable vehicles from U.S. brands
like Chevrolet, Ford and Jeep.

The South Carolina factory will underscore the made-
in-America vibe when the first Scouts go on sale in late
2026. Volkswagen inherited the Scout brand when the
company's truck subsidiary, Traton, acquired Navistar, a
U.S. company previously known as International Harvester,
in 2021.

The new Scouts may borrow some parts used in other
Volkswagen vehicles, company executives said, but the
design will be distinct from existing vehicles like the
electric ID.4 S.U.V. made in Chattanooga. Scout plans to
reveal prototypes this year.

Source: The Newyork Times Internatioal Edition
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