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Understanding the full extent of the EU’s exposure to bottlenecks in CRM production

requires a comprehensive overview of the whole supply chain, from raw material

extraction to the production of final products. In fact, raw material extraction is not

where the highest degree of concentration is observed. The examples of electric vehicle

and solar photovoltaic panel supply chains highlight the dominance China also at the

refining and processing stages, and in the manufacturing of intermediate and final goods

(Figure 2).
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The green transition will necessitate massive investment in new production capacity for

clean-tech and the necessary minerals. Significant investment in domestic EU

production, especially in batteries, will mean that production and direct use of raw

materials can be expected to pick up. As the European automotive industry switches to

electric-vehicle production, European demand for battery materials will increase

substantially. The deployment of electric vehicles in Europe will increase EU demand for

cobalt twofold and for lithium sixfold (European Commission, 2020). To meet this
demand, massive investment in mining of these minerals will be necessary.

There is a risk that such investments will be linked to political alignment. Exclusive

access to resources as a condition for investment has been alleged against the Chinese

Belt and Road Initiative, which invest heavily in resource-rich countries (for a discussion

of Chinese lending practices see Gelpern et al, 2021). Such conditionality could reinforce

monopsony power, accentuate concentration and thus make CRM markets less resilient.

But the investment challenge also provides an opportunity: new capacity could reduce

the concentration and help to diversify markets. CRM markets are thus highly dynamic

and likely to change in the near future.

The development of rare earth mining provides an interesting example. There has been

significant diversification of mining capacities since the Chinese export ban in 2010

(Figure 3). The production of rare earths has doubled since then, with much of the growth

happening outside China. The Chinese share of rare earth mining decreased from 98

percent in 2010 to 66 percent in 2022. However, China still dominates the next stages of

production, from refining capacity (87 percent of which is located _







https://rmis.jrc.ec.europa.eu/uploads/CRMs_for_Strategic_Technologies_and_Sectors_in_the_EU_2020.pdf
https://single-market-economy.ec.europa.eu/publications/study-critical-raw-materials-eu-2023-final-report_en
https://www.piie.com/blogs/realtime-economics/indias-lithium-discovery-could-boost-green-energy-creates-problems-region
https://www.iea.org/reports/critical-minerals-policy-tracker/ensuring-supply-reliability-and-resiliency#abstract
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containing Critical Raw Materials for the green transition and decarbonisation,

Publication for the Committee on Industry, Research and Energy (ITRE), European

Parliament, available at

https://www.europarl.europa.eu/RegData/etudes/STUD/2022/740058/IPOL_STU(2022)7

40058_EN.pdf
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