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Supply Chain Resilience, Diversification and the Future 
of Trade Governance 
By Marion Jansen 

Abstract 

Growing trade concentration, particularly around China, has reshaped global supply chains and increased 
concerns about economic security. OECD evidence shows rising industrial subsidies, growing use of export 
restrictions on critical raw materials, and resulting vulnerabilities in highly concentrated supply chains. 
Moving forward, resilience should complement, rather than replace, efficiency gains from trade. The 
OECD’s Supply Chain Resilience Review argues for diversification, international co-operation and policies 
that support firms’ risk-management strategies instead of pursuing autarky. Ongoing discussions on 
reforming the OECD Export Credit Arrangement and reconsidering the WTO Most-Favoured-Nation 
principle could significantly influence the future architecture of global trade. 

Supply chain resilience and increasing trade concentration 

OECD analysis shows that global trade concentration has become increasingly associated with China. 
While overall concentration measures have remained relatively stable, dependence has shifted away from 
traditional OECD suppliers such as the United States, Germany and Japan towards China. China’s 
contribution to countries’ import concentration increased markedly over the last quarter century, creating 
concerns that excessive dependence on a limited number of suppliers can generate vulnerabilities and 
exposure to external shocks. 

 

Industrial subsidies and market distortions 

Subsidies and industrial policies are a factor contributing to overconcentration. The OECD MAnufacturing 
Groups and Industrial Corporations (MAGIC) database measures subsidies received at the firm level. As a 
result, we can identify subsidies in terms of firm-level revenue, which allows you to look at subsidies in 
relation to a firm’s profit margin. This gives you a good sense of the distortive potential of subsidies. 
Evidence produced by the MAGIC database shows rising industrial subsidies across strategically important 
sectors, especially solar panels, semiconductors, steel, aluminium, wind energy and shipbuilding. OECD 
research indicates that Chinese firms have generally received substantially higher levels of support than 
firms in other major economies. Econometric evidence suggests that subsidies have played a significant 

https://www.oecd.org/en/data/dashboards/magic-database-industrial-subsidies.html
https://www.oecd.org/en/data/dashboards/magic-database-industrial-subsidies.html
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role in expanding China’s global market share, raising questions about the effectiveness of existing WTO 
disciplines on subsidies and informing ongoing discussions on WTO reform. 

 

Export restrictions and critical raw materials 

The OECD Inventory of Export Restrictions on Critical Raw Materials (CRMs) shows a fivefold increase in 
restrictions on CRMs between 2009 and 2024. Highly concentrated supply chains for products such as 
cobalt, nickel and graphite increase exposure to such measures. The recent use of export restrictions on 
rare earths illustrates how trade policy instruments can affect supply-chain security and economic 
resilience, in particular where imports are concentrated. 
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https://www.oecd.org/en/publications/oecd-inventory-of-export-restrictions-on-critical-raw-materials-2026_d5ca8f62-en.html
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The OECD Supply Chain Resilience Review 

In light of increased exposure to trade policy and other external shocks, a focus on “resilience” has 
replaced the previous focus on “efficiency”. The OECD Supply Chain Resilience Review 2025 provides a 
comprehensive assessment of global supply chains. The report argues that resilience and efficiency should 
be pursued jointly. Firms remain the primary actors managing supply chain risks, but governments can play 
a supportive role by facilitating diversification, transparency and international co-operation. The report 
cautions against autarkic approaches and instead advocates policies that help firms switch suppliers and 
adapt during crises. 

From overconcentration to diversification 

Increasing diversification of sources of supply sometimes requires major investments. This can for instance 
be the case when investments in mining projects are needed to diversify supply of critical minerals. Export 
credits often play a role in setting up relevant financial packages. The OECD hosts the OECD Arrangement 
on Officially Supported Export Credits, which has existed since the 1970s. Current OECD discussions 
focus on modernising the Arrangement on Officially Supported Export Credits. The objective is to adapt 
financing rules to support investments, including to diversify sources of critical minerals and to reduce 
excessive concentration in supply chains. Such reforms are intended to strengthen economic security while 
avoiding distortionary subsidy races among participating countries. 

The future of the multilateral trading system 

OECD findings on industrial subsidies and global market shares suggest that WTO disciplines on industrial 
subsidies have not succeeded in guaranteeing a global level playing field. That those disciplines need to be 
revised has been discussed since the beginning of this century. Debates have now shifted and include the 
questioning of the WTO Most-Favoured-Nation (MFN) principle. Policymakers are increasingly examining 
whether non-discrimination remains fully suited to a world where diversification and economic security 
concerns have become central policy objectives. Change is necessary and change is urgent, but it will be 
important to ensure that any change makes the multilateral trading system stronger and better. The 
outcome of ongoing discussions could have far-reaching implications for the future design of the global 
trading system, with the European Union expected to play a significant role in shaping that debate. 

 

https://www.oecd.org/en/publications/2025/06/oecd-supply-chain-resilience-review_9930d256.html
https://www.oecd.org/en/topics/sub-issues/arrangement-and-sector-understandings.html
https://www.oecd.org/en/topics/sub-issues/arrangement-and-sector-understandings.html
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