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DEFENSE MANUFACTURING BRIEF

Critical Minerals and
Domestic Sourcing Mandates

What State and Local Officials Need to Know About
the Push to Bring Defense Supply Chains Home

Congress and the administration are moving aggressively to reduce the defense supply chain’s
dependence on critical minerals sourced from adversary nations, particularly China. The Fiscal Year
2026 National Defense Authorization Act (FY2026 NDAA) expands the list of restricted minerals
and sets phased timelines for compliance. At the same time, billions of dollars in federal investment
are flowing into domestic mining, refining, and processing through the Defense Production Act
(DPA) and the expanded Defense Industrial Base Fund. For state and local officials, this is an
economic development opportunity with a defined timeline: the federal government is actively
looking for domestic sources of critical minerals and is prepared to invest in communities that can
provide them. Five years sounds like a long time. For building a mine or a refinery, it is not.

B

Background

Critical minerals are the raw materials that defense manufacturing depends on. Rare earth
elements go into precision-guided munitions, jet engines, and satellite systems. Gallium and
germanium are essential for semiconductors, fiber optics, and infrared optics used in night vision
and targeting systems. Lithium powers the batteries in an expanding range of military systems.
Molybdenum strengthens the steel alloys used in armor and naval vessels. Without reliable
access to these materials, the defense industrial base cannot produce what the military needs.

The problem is that the United States depends heavily on foreign sources for many of these
minerals, and several of those sources are adversary nations. China controls an estimated 60%
of global rare earth mining and nearly 90% of rare earth processing. In 2023, China restricted
exports of gallium and germanium, demonstrating its willingness to use mineral supply chains as
a geopolitical tool. The defense supply chain’s exposure to this risk has been a concern for over
a decade, but recent legislation and executive action have accelerated the federal response.
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What the Law Now Requires

The FY2026 NDAA takes several concrete steps to reduce foreign dependence:

Expanded restricted minerals list. Section 844 adds molybdenum, gallium, and germanium to the list
of “covered materials” that cannot be sourced from non-allied foreign nations for defense applications.
Gallium and germanium restrictions take effect on December 18, 2027. Molybdenum follows the existing
timeline for other covered materials.

Codified sourcing prohibition. Section 848 codifies DFARS 252.225-7052, which prohibits DoD from
procuring critical minerals (including components or elements) that are mined, refined, or separated
in non-allied foreign nations. The full prohibition takes effect five years after enactment (December
2030), giving contractors and suppliers time to identify and qualify compliant sources.

Recycling exception. The law adds an exception for recycled materials, reflecting congressional intent
to encourage domestic recycling as a supply chain diversification strategy.

Expedited source qualification. Section 1844 directs DoD to expedite the qualification of compliant
domestic and allied sources of critical minerals, recognizing that the restrictions are meaningless if
qualified alternative sources do not exist.

The Investment Picture

The sourcing mandates are paired with substantial federal investment in domestic mineral production.
The scale of funding is significant:

PROGRAM AMOUNT PURPOSE

National Defense Stockpile

(FY2025) $2 billion Purchase and stockpile critical minerals

Defense Industrial Base Fund $5 billion Support critical mineral supply chains

DoD Credit Program Account $500 million Loans and technical assistance to mineral industries
DPA Title Il financing $1 billion Defense production investments through September 2027
MP Materials $400 million equity + o

(rare earth processing) $150 million Loan Heavy rare earth separation in California

This is not aspirational funding. These are appropriated dollars and executed deals. The MP Materials
investment alone, which includes a government price floor of $110 per kilogram for neodymium-
praseodymium oxide, demonstrates the federal government’s willingness to use market-shaping tools
to build domestic supply chains. A March 2025 executive order further expanded DPA authorities by
reducing approval requirements and directing the creation of a joint mineral investment fund between
the Department of Defense and the Development Finance Corporation.
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How the Money Works

Section 867 also expanded the types of financial arrangements DoD can use through the Fund. The
authorized tools now include:

Contracts and grants for direct investment in manufacturing capacity or workforce programs.

Other Transaction Agreements (OTAs), which allow DoD to work with non-traditional defense
contractors that might not otherwise engage with federal procurement.

Private sector incentives and third-party awards for investments in businesses with a defense
interest, enabling DoD to catalyze private investment alongside public dollars.

Subsidies to address market manipulation, a tool designed to counter adversary nations that use
state subsidies to undercut domestic producers of defense-critical materials.

The OBBBA appropriated $8.2 billion to the Fund in three tranches:

AMOUNT PURPOSE AVAILABILITY

$3.3 billion Grants and purchase commitments (broad discretion)  Available now
$5.0 billion Critical mineral supply chain investments Through September 30, 2029
$600 million Solid rocket motor production expansion Available now

The $3.3 billion tranche is notable because it comes with broad discretion. DoD can use it for grants
and purchase commitments across any of the eligible sectors listed above, which means the Fund can
respond to emerging supply chain priorities without waiting for additional congressional action.

One important limitation: Congress required that DoD use specifically appropriated funding to carry
out the expanded IBF authorities. This means the Fund cannot be topped up by transferring money
from other accounts without congressional approval. The $8.2 billion is the current balance, and future
capacity depends on future appropriations.
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What This Means for Your Region

Not every state has mineral deposits, but the critical minerals supply chain extends well beyond mining.
It includes refining, processing, alloying, recycling, and manufacturing of end products. A state that
does not have a lithium deposit might have the industrial infrastructure to host a lithium processing
facility. A state with existing metals recycling capacity could position itself to serve the recycled
materials exception that Congress wrote into the sourcing restrictions.

The federal investment timeline creates a defined window of opportunity. The sourcing restrictions
phase in over two to five years. DPA Title lll financing is authorized through September 2027. The
Defense Industrial Base Fund is available now. Federal agencies are actively seeking domestic and
allied sources to qualify before the compliance deadlines arrive. For state and local officials with
relevant mineral resources or industrial capacity, the question is not whether the federal government is
interested. It is whether your region is ready to make the case.

Five years may sound like ample time, but the timeline for building mineral supply chain infrastructure is
long. Permitting a new mine can take seven to ten years in the United States. Building a new processing
facility takes three to five years from site selection to operation. The communities that will capture

this investment are the ones that have done the groundwork now: identified their mineral assets or
industrial capabilities, streamlined permitting where possible, engaged with federal program offices,
and aligned their workforce development programs with the skills these facilities will need.

Even communities without direct mining or refining potential have a role. Defense manufacturers in
every state will need to verify that their mineral supply chains are compliant with the new sourcing
restrictions. Economic development offices and MEP centers that can help local manufacturers
understand and navigate these requirements are providing real value.

Questions to Ask

Does our state have known deposits of any critical minerals on the DoD restricted sourcing
list? If so, what is the current status of exploration, permitting, or development? Has any entity
applied for or received DPA Title Ill funding for projects in our state?

Does our region have existing industrial capacity in metals refining, processing, alloying, or
recycling that could be adapted to serve the defense critical minerals supply chain?

Are defense manufacturers in our region aware of the new sourcing restrictions and the
phase-in timelines? Have they begun assessing their mineral supply chains for compliance?

What is our state’s permitting timeline for mining or industrial facility development, and are
there opportunities to streamline it for projects that serve national defense needs?

Do our workforce development programs include the skills that mineral processing and refining
facilities require (chemical engineering technicians, metallurgists, environmental compliance
specialists, heavy equipment operators)?
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Sources and Further Reading

1.

FY2026 NDAA (Public Law 119-60), Sections 844, 848, and 1844. Statutory provisions expanding
the restricted minerals list, codifying sourcing prohibitions, and directing expedited source
qualification. https://www.congress.gov/119/plaws/publ60/PLAW-119publ60.pdf

“NDAA Expands Sourcing Restrictions for Critical Minerals and Batteries.” Pillsbury, December
2025. Legal analysis of the FY2026 NDAA critical minerals provisions, including phase-in timelines.
https://www.pillsburylaw.com/en/news-and-insights/fy2026-ndaa-sourcing-restrictions-critical-
minerals-advanced-batteries.html|

“Federal Push for Critical Minerals Stockpiling: 2025 in Review and Outlook for 2026.” Inside
Government Contracts, February 2026. Comprehensive overview of critical minerals funding,
investments, and policy developments. https://www.insidegovernmentcontracts.com/2026/02/
federal-push-for-critical-minerals-stockpiling-2025-in-review-and-outlook-for-2026

“Unpacking Trump'’s New Critical Minerals Executive Order.” CSIS, March 2025. Analysis of
expanded DPA authorities and the joint mineral investment fund. https://www.csis.org/analysis/
unpacking-trumps-new-critical-minerals-executive-order

Defense Production Act Title lll Program, DoD Office of Industrial Policy. Official program page for
DPA Title lll investments, including recent award announcements. https://www.businessdefense.
gov/ibr/mceip/dpai/dpat3/announcements.html

CRS Report R47982, “Critical Mineral Resources: National Policy and Critical Minerals List.”
Congressional Research Service overview of critical minerals policy framework and the evolving list
of critical minerals. https://www.congress.gov/crs-product/R47982

Related: Issue #6, (“The Expanded Defense Industrial Base Fund”) will cover the broader
uses of the Fund, including its role in critical minerals supply chain investment. Available at
manufacturingmomentum.org.

About This Series

The Defense Manufacturing Brief Series is published by the Center for Regional Economic
Competitiveness (CREC) through the Manufacturing Momentum initiative. Each brief translates
federal defense manufacturing policy into actionable intelligence for state and local government
officials. To receive future briefs, visit manufacturingmomentum.org.

Need Help Thinking This Through?

The Manufacturing Momentum initiative at CREC works with state and local officials to connect
federal defense manufacturing policy to regional economic and workforce strategy. If you are
evaluating your region’s role in the critical minerals supply chain, we welcome the conversation.
Contact us at info@manufacturingmomentum.org.
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