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Where the Constraints Bind

Evidence from Current Supply Chains

MACR compliance is usually framed as a sourcing problem. The evidence shows this understates the difficulty, 
i.e. the binding constraints run deeper than geography.

•  Regulatory & Traceability cost attribution, opaque chains, contractual / IP lock-in

• Trade Exposure substitution is uneven; the key inputs lack alternatives

•  Capital & Scale investment is rising but the midstream stays underfunded

•  Technological Dependence embedded know-how & equipment keep China in the chain
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Regulatory & Traceability  /  Trade Exposure

•  Cost attribution. integrated Chinese suppliers make 
an input’s PFE share ≈ 100%.

•  Traceability. graphite crosses 4 processing stages, 
rarely transparent.

•  Contractual lock-in. IP & “effective control” count 
(Ford–CATL license).

•  Unresolved rules. ownership / royalty thresholds 
still undefined.

•  Uneven substitution. raw lithium re-sourceable; 
graphite & cathode are not.

•  Hidden exposure. China refines ~60% of lithium → 
PFE attribution returns.

•  Entity-based. BTR is a PFE → its non-China plants 
give no benefit.

•  Trade policy gap. ~160% duties raise cost but create 
no qualifying supply.
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Technological Dependence/ Capital & Scale  

•  Upstream mobilizing. Thacker Pass, EXIM >$2.2B, 
Syrah Louisiana.

•  Midstream bottleneck. U.S. <1% of global lithium 
processing capacity, while China has >65%. 

•  Downstream scaling. 12 plants operating, 23 in 
development.

•  Structural mismatch. investment pace lags the 
MACR schedule.

•  Graphite. >90% of 2030 battery-grade graphite still 
from China.

•  Cathode (CAM). China >98% of LFP CAM; Korea 
sub-scale.

•  Electrolyte (LiPF₆). 70–95% China; no U.S.-scale 
producer.

•  Equipment. Chinese vendors = 68% of top-25 
supplier sales.
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Scenarios and Likelihood



Policy Recommendations

Midstream Capacity is the Critical Constraint 

Policy Consistency and Capital Access Enable 
Diversification 

Compliance Timelines Should Reflect Industrial 
Realities 

Compliance Requires More Than Geographic 
Diversification 
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