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China exerts significant dominance over the global supply chain of rare earth
elements (REEs), spanning reserves, mining, processing, and manufacturing. This
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control stems from state-supported investments, low-cost production, and export
policies, making it indispensable for technologies like electric vehicles, wind
turbines, semiconductors, and defense systems. On April 4, 2025, China imposed
export license requirements on seven medium and heavy REEs and their derivatives
(e.g., metals, oxides, alloys, compounds, targets, and permanent magnets) via
Ministry of Commerce (MOFCOM) Announcement No. 18. These controls aim to
protect national security and comply with non-proliferation rules but are not outright
bans (Jackson, L., Lv, A., Onstad, E., & Scheyder, E2025). On October 9, 2025,
MOFCOM Announcement No. 57 expanded controls to five additional REEs (effective
November 8, 2025) and immediately restricted rare earth mining and extraction
technologies. This would have covered 12 of the 17 total REEs (MOFCOM, 2025).
On November 1, 2025, Beijing confirmed the one-year suspension of the October
measures following a US-China summit, thereby preventing their enforcement after
November 8. The EU has welcomed this as a means of stabilizing supply chains for
AI and green technology (Xinhua, 2025).

The U.S. and other countries have invested in domestic production and alternative
sources to reduce dependence. The paper situates these developments within the
broader context of U.S.-China rivalry, emphasizing the weaponization of REEs as a
tool of economic statecraft and national security strategy. 
 
Economic and geopolitical consequences of REEs export limitations by
China
It is imperative to understand the paramount importance of the REEs trade
limitations for the world economy (with Global North and Global South being
impacted differently) and, therefore, also individual consumers. The immediate
economic impacts of China's export controls are stark. Supply chain disruptions
extend beyond immediate shortages. The extraterritorial provisions complicate
multinational operations by requiring licenses for recycling or manufacturing abroad
when Chinese technology is involved, thereby increasing compliance costs and
regulatory uncertainty (Huld, A, 2025).

Critical industries such as semiconductors, aerospace, and renewables are
particularly vulnerable, as REEs like neodymium and dysprosium are irreplaceable in
magnets for chips, radar, and batteries. (Underwood, J, 2025). This has slowed
production timelines, raised manufacturing expenses, and passed higher costs to
consumers, potentially hindering the global energy transition. In the U.S., businesses



in EVs and clean energy face heightened pressures, exacerbating trade-war
dynamics through retaliatory tariffs (Carr, E, 2025). Historically, similar 2010
restrictions led to a 450% surge in Chinese production dominance but triggered
price hikes and global shortages, prompting a WTO dispute that the U.S., Japan, and
the EU won in 2014 (Alfaro, L, 2025).





U.S. Geological Survey - https://www.usgs.gov/media/images/minerals-net-import-
reliance-china also consult: https://tableau.usgs.gov/views/MCS2025_Workbook_01-
28-
2025_Public/MCSDashboard?%3Aembed=y&%3Aiid=1&%3AisGuestRedirectFromVizportal=y
 

Export restrictions pose critical risks to the global high-tech and defense sectors.
REEs are essential for permanent magnets in electric vehicles and wind turbines,
phosphors in displays, and precision components in military systems (Tukker, A).
The defense sector faces particular vulnerability, as disruptions could compromise
weapon systems and military supply chains that depend on specialized heavy REEs,
such as dysprosium, for which substitution remains costly and time-intensive1. This
dependency has transformed REE access from an economic concern into a national
security imperative for technology-dependent nations.

China's export policies have triggered significant diplomatic incidents and formal
trade disputes. The 2010 crisis, when China reportedly suspended shipments to
Japan during a territorial dispute while simultaneously cutting export quotas,
dramatically raised prices and exposed strategic vulnerabilities. Subsequently, the
United States, European Union, and Japan challenged Chinese export restraints at
the World Trade Organization, with rulings in 2014 finding China's measures
inconsistent with WTO obligations. (Giacalone, J. A., & Greenidge, G, 2013).
These episodes demonstrated how resource controls can function as instruments of
economic statecraft. However, research suggests that such coercion-imposed costs
on China by disrupting markets and accelerating diversification efforts by affected
states (Kalantzakos, S, 2017).

Dependent nations have pursued multifaceted strategies to reduce reliance on
Chinese REE supplies. Japan invested in alternative sources and recycling
partnerships following the 2010 disruptions. (Vekasi, K, 2019).The United States
restarted domestic processing projects and established strategic stockpiles
(Kefferputz, R, 2010). The European Union developed comprehensive raw
materials strategies emphasizing upstream diversification (Bilsborough, S, 2012),
whereas Australia and other producers expanded exploration and processing
capacity to serve global markets outside China2. These responses include recycling
initiatives, substitution research, and legal challenges through multilateral
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institutions (Morrison, W. M., & Tang, R, 2012).

The economic significance of REE dependence is substantial, with global products
containing REEs valued at approximately USD 1.5 - 2 trillion (Mancheri, N. A,
2016). Recent research through 2024 reveals that geopolitical relations continue to
reshape REE trade patterns, with states pursuing decoupling or hedging strategies
as the strategic balance remains dynamic3. Despite WTO rulings and international
pressure prompting some Chinese policy adjustments, environmental consolidation
and export management measures continue to reshape supply dynamics, sustaining
diversification imperatives and strategic planning efforts worldwide (Goreczky, P,
2025).
 

Weaponization of REEs
Some experts (especially those working in the western hemisphere) hold that, for
years now, Chinese decisions on REEs have been a to the weaponization of rare
earth minerals (Miiller, A, 2019). Accordingly, “China has a contingency plan to
undermine the United States military by cutting off the natural resources critical to
America’s defense”.  

Back in 2018, apparently, the Pentagon Accused China of Dumping Products to
undermine U.S. Security (Seligman, L, 2018). According to a Report by the Office
of the Under Secretary of Defense for Acquisition and Sustainment and the Office of
the Deputy Assistant Secretary of Defense for Industrial Policy to President Trump
(published in September 2018), China and its policies are to be perceived as a
significant and growing risk to the United States' manufacturing and defense
industrial base (Interagency Task Force, 2018). The authors of the report
characterize China as a strategic competitor that engages in economic aggression,
undermining U.S. industrial capabilities and national security.

Ultimately, China has evolved from a peripheral economy which harboured offshored
capital and production to a major economic power that holds the keys to control the
global trade and economic development of the rest of the world. Importantly,
Chinese policymakers understand the benefits of such a position and do not hesitate
to leverage its political and security interests against other major economies such as
the US or the EU. Consequently, the future of the international system is likely to be
much more fragmented and multipolar rather than globalised, which also brings with
itself volatility risks.
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