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ABSTRACT: This study analyzes Indonesia's strategic role
in the global nickel industry and its implications for
geopolitical dynamics, patticularly in the context of the rivalry
between the United States and China in the electric vehicle
battery sector. Despite its possession of the world's largest
nickel reserves, Indonesia faces considerable challenges due
to domestic policies, including the prohibition of nickel ore
exports and the preponderance of Chinese investment. The
enactment of the U.S. Inflation Reduction Act (IRA) has
further exacerbated the already complex situation in
Indonesia by imposing restrictions on subsidies for battery
materials, thereby limiting their availability to those sourced
exclusively from official U.S. trading partners. This research
utilizes a qualitative approach and a literature study to reveal
that the Republic of Indonesia is currently confronted with a
complex geopolitical dilemma. It is imperative to implement
a hedging strategy to ensure the maintenance of balanced
relations with both major powers while concurrently
expanding strategic partnerships with other nations. The
findings offer policy insights that could be used to strengthen
Indonesia's role in the global clean energy supply chain.
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INTRODUCTION

Nickel is a critical mineral that has a vital role in supporting the global energy transition,
particularly due to its use in lithium-ion batteries for electric vehicles (EVs) and other clean energy
technologies (Khalil & Broughel, 2025). According to a 2024 report from the US Geological
Survey, world nickel resources are expected to exceed 350 million tons, with global mine

production projected to increase from 3.27 million tons in 2022 to 3.6 million tons in 2023. With
abundant nickel wealth, Indonesia is capable of becoming a major player in the EV battery
industry (Susanti, 2024). Demand for nickel is expected to continue increasing significantly in the
coming decades, driven by the rapid growth of electric vehicles and the need for sustainable
energy storage solutions. With control of around 52% of the world’s nickel reserves, Indonesia
is strategically positioned as one of the leading players in the global nickel industry (Radhica &
Wibisana, 2023). However, the Indonesian nickel industry also faces risks in global trade, as its

nickel policies reflect not only an economic strategy but also a broader geopolitical agenda (Wijaya
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& Jones, 2025). Although numerous studies have explored the Indonesian nickel industry, there
is a lack of research specifically addressing the impact of geopolitical factors on this sector. Most
existing studies focus on Indonesia’s nickel down streaming policy and its impact on bargaining
power (Marwanto et al., 2024), the effect of nickel on the Indonesian economy (Qaseem, 2023),
and China's influence on Indonesia's nickel industry (Camba, 2021). These studies tend to assess
economic and trade dimensions without thoroughly examining the broader geopolitical dynamics,

especially in the context of great power rivalry. While some research has acknowledged geopolitical
pressures, they are often limited to specific issues like trade disputes, rather than analyzing
Indonesia’s strategic positioning between major powers such as China and the United States.
Consequently, there remains a significant gap in the literature concerning how Indonesia navigates
its geopolitical challenges in the nickel sector amid global energy transitions and strategic
competition.

Indonesia's natural resource nationalism has strengthened due to domestic political conditions
and global economic shifts, indicating greater control over its natural resources especially in the
mining sector—facilitated by regulatory reforms and strategic negotiations with foreign investors
(Winanti & Diprose, 2020). Global companies are actively seeking to diversify their supply chains

to reduce dependence on China’s EV industry. In this context, Indonesia emerges as a promising
alternative, offering a strategic option for such diversification efforts (Pandyaswargo et al., 2021).

The existing literature highlights Indonesia's role in the global supply chain and examines the vatious
impacts of its nickel resource nationalism policy. Indonesian nickel can significantly affect the
economy by enhancing the added value of exports (Santoso et al., 2023). However, the Indonesian

nickel industry—particularly through its nickel ore export ban policy—has sparked tensions in
international trade relations. As a result, the European Union has challenged Indonesia's policy
at the World Trade Organization (WTO) (Reinpal et al., 2023). Actually, the research already
explains the geopolitical pressures that have arisen, but it focuses on disputes with the European

Union. Meanwhile, this research will focus primarily on major economic powers, such as China
and the United States, as well as how Indonesia positions itself within this geopolitical
phenomenon.

While previous studies have examined Indonesia’s nickel industry from economic and political
economy perspectives, there remains a lack of comprehensive analysis explicitly linking the sector
to broader geopolitical dynamics. Some works, such as Wijaya & Jones, (2025) have begun to

explore the political economy of Indonesia's nickel strategy within the context of global power
dynamics; however, these analyses do not fully explore the implications of Indonesia's positioning
amid the strategic rivalry between the United States and China, particularly in relation to critical
mineral supply chains for clean energy technologies. This study diverges from previous
approaches by integrating geopolitical theory and focusing specifically on how Indonesia’s nickel
industry is affected by, and responds to, global geopolitical pressures. By addressing this gap, the
research contributes a novel perspective that bridges the intersection of resource management,
international trade, and strategic diplomacy within the evolving global energy transition. This
study aims to analyze Indonesia’s strategic role in the global nickel industry within the context of
current geopolitical tensions and to provide practical insights for policymakers to manage risks
while maximizing Indonesia’s potential benefits.
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This study will comprehensively link the Indonesian nickel industry to global power strategies
and the struggle for hegemony in the battery industry. This study aims to fill the existing
knowledge gap and provide practical insights to guide policymakers in managing emerging risks
related to the Indonesian nickel industry while leveraging its potential benefits. The primary
objective of this research is to examine Indonesia’s strategic role in the global nickel industry and
its implications for geopolitical dynamics and power struggles in the electric vehicle battery sector,
particularly in the context of competition between the world’s major powers and the global
energy transition.The findings of this research will provide a comprehensive understanding of
Indonesia’s strategic position in the global nickel supply chain, offer insights into the geopolitical
implications of its domestic mineral policies, and contribute to policy recommendations for
enhancing Indonesia’s role in the global clean energy sector. The primary objective of this
research is to examine Indonesia’s strategic role in the global nickel industry and its implications
for geopolitical dynamics and power struggles in the electric vehicle battery sector, particularly in
the context of competition between the world’s major powers and the global energy transition.

The findings of this research aim to provide a comprehensive understanding of Indonesia’s
strategic position in the global nickel supply chain and reveal the geopolitical implications of its
domestic mineral policies. To maximize societal and policy relevance, this study also offers
actionable recommendations, particularly in the areas of trade diversification and investment
governance, to strengthen Indonesia’s role in the global clean energy transition and enhance its
resilience amid geopolitical uncertainties.

Geopolitics is the study of how geographical factors influence political power and the dynamics of

international relations (Petrovi¢ & Ostoji¢, 2025). This analysis examines how geographical elements,
including the location of a region, the availability of natural resources, and physical boundaries,
influence the dynamics of political power, as well as the potential for conflict between countries

(Obaidullah & Howlader, 2025). In this context, geopolitics also encompasses the process of
territorialization, which refers to efforts to control, own, and manage natural resources and means of
production, ultimately shaping political identity and influencing how a region is represented within
power relations (Palle, 2021). Geopolitics also has a broad impact on the dynamics of international
trade, as global tensions can disrupt the energy supply chain (Ali et al., 2025).

In addition, geopolitical tensions can also trigger sharp price fluctuations. To maintain stability, many
developing countries opt to balance the influence of major powers by implementing hedging
strategies, which involve maintaining a neutral and flexible position without fully siding with either
party (Al Amin, 2025). The main objective of the hedging strategy is to protect and support
national interests, not only as a form of risk mitigation in the face of uncertainty, but also as an
instrument to strengthen the national position and maintain stability, which is in line with the
direction and national interests of a country (Kusumadewi & Wiswavana, 2024). This strategy

focuses on maintaining a balance between collaboration and deterrence by interacting with
several major powers at once, without committing exclusively to any of them. Its objective is to
safeguard national security, uphold regional stability, and prevent overreliance on any single
country, while retaining the flexibility to adapt to different circumstances (Mubah, 2019). For
Indonesia, applying a hedging strategy in the nickel sector requires concrete policy measures, such
as diversifying foreign investment sources, strengthening regulatory frameworks for investment
governance, and negotiating bilateral agreements that reduce vulnerability to external pressures.
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Embedding these actions within a broader geopolitical strategy could help Indonesia sustain its
position in the global clean energy transition while maximizing long-term economic and strategic
benefits.

METHOD

This research employs a qualitative method with a descriptive approach, involving the collection,
analysis, and interpretation of comprehensive narrative and visual data to gain insights into the
phenomenon and to gain a deeper understanding of the event (Bakry, 2023), and to gain insights
into the phenomenon of Indonesia's nickel diplomacy. Specifically, it seeks to understand how
nickel, as a strategic resource, influences Indonesia’s geopolitical strategies and international
relations, particularly in the context of global competition for critical minerals. This method is
suitable for this research because it allows researchers to discern the meaning behind the
presented data. In supporting this research, the data collection techniques used are as follows:

1) Literature Study: Researchers utilize previous research, including journal articles and books,
to support the insights presented in this research.

2) Researchers collect data based on primary documents, namely original documents written by
individuals who have direct access to the information they describe (Webb & Webb, 2010) as
well as secondary documents that refer to primary documents or analyze primary documents

related to the topic in this study.

3) Internet-based Research: Researchers utilize the internet to gather information on research
topics, frequently accessing official information, statements, laws and regulations, reports, and
various policy memoranda through government websites (Lamont, 2015).

In this study, the author also uses data analysis techniques, namely by reducing or summarizing
the data through the selection of key points for discussion. The collected data is then constructed
in the form of reflections and descriptions. The data collection involves systematically identifying
and reviewing scholarly articles, reports, and case studies using academic databases such as

2 <<

Google Scholar and Scopus. Keywords such as “geopolitics,” “nickel,” “Indonesian nickel,”
“hedging strategy,” and “nickel downstream” are used to locate relevant literature. Finally, the
researcher draws conclusions based on the data previously presented in a clear and detailed

manner.

RESULT AND DISCUSSION

The following table summarizes 10 selected articles from the past five years (2020—2025), sourced
from Google Scholar and Scopus. These studies were selected based on their direct relevance to the
research objective, which examines the geopolitical implications for critical mineral supply chains.
Each entry identifies key findings, methodologies, and their contribution to understanding the
geopolitical dynamics that shape access, control, and strategic interests surrounding critical minerals.
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Tabel 1. Literature Review

No. Author(s) & Title Key Findings Methodology
Year
1 (Muller, The ‘new geopolitics’ The changing geopolitical Qualitative
2023) of mineral supply landscape is transforming analysis
chains: A window of global mineral supply chains,
opportunity for positioning Africa to move
African countries. beyond being merely a raw
material exporter by
developing  its  mineral
processing industries—
supported by international
interest, improved
governance, and  regional
integration efforts, such as the
AfCFTA—to play a more
strategic role in the green
energy transition.
2 (Lin &  Geopolitics of Countries like China have Quantitative
Zhang, 2025) renewable energy emerged as dominant players Analyses
development: ~ The in  this sector, gaining
role of energy metals  substantial geopolitical
influence through their control
over key energy metals and
renewable technologies.
3 (Wang et al., Assessing the supply Key aspects such as political Quantitative
2023) risk of geopolitics on  stability, effective governance, analysis
critical minerals for regulatory frameworks, the
energy storage rule of law, and efforts to
technology in China  combat corruption all play a
significant role in ensuring a
secure and reliable nickel
supply.

4 (Smith, 2023) Geopolitical realities Securing critical minerals for Qualitative
of  the energy electric vehicle EV) analysis
transition supply production is challenging due
chain: energy security to  the  limited  and
risks and concentrated global supply
opportunities chains, with key materials such

as lithium, cobalt, and copper
sourced from only a few
countries.

5  (Saadaoui et Ensuring the security Geopolitical tensions have a Quantitaive

al., 2025) of the clean energy significant impact on nickel analysis

transition:
Examining the
impact of geopolitical
risk on the price of
critical minerals

prices, ptimatrily by disrupting
supply chains and creating
uncertainty for investors.
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6  (Ursache, Critical Materials To lessen the impact of Qualitative
2023) Raw as Leverage in geopolitical — pressures, a analysis
Global Geopolitics country can take several
strategic ~ steps—such  as
expanding domestic
production, promoting
recycling and circular economy
initiatives, and investing in
research and innovation to
discover alternative materials
and boost the efficiency of
resource use.
7  (Noussan et The Role of Green Technology and renewable Literature
al., 2021) and Blue Hydrogen resources are now strategic Review
in the Energy assets globally, with countries
Transition—A and  private  companies
Technological ~and competing to take the lead in
Geopolitical technological ~mastery and
Perspective market competitiveness.
8  (Dogan etal, Analyzing the Developing countries with Quantitative
2021) impacts of  high resource revenues need to analysis
geopolitical risk and reduce geopolitical uncertainty
economic uncertainty  through regulatory reform and
on long-term planning,
natural resources
rents
9 (Oliveira et China’s Belt and The geopolitical  conflict In-depth
al., 2020) Road Initiative:  between China and the United ~ fieldwork and a
Views from  the States is part of a broader mixed-methods
ground strategic competition, in which
the BRI is one of the
instruments used to challenge
US dominance.
10 (Yuniarto et The Role of The strategic position of the Qualitative
al., 2024) Geopolitics on Indonesian archipelago offers analysis

Economic Growth in
Indonesia

significant  advantages  for
trade, tourism, and resource
management, positively
impacting economic growth.

The analysis of the literature review highlights that geopolitical factors and mineral resources—

particularly critical minerals—have a significant relationship that shapes global interactions. The

reviewed literature makes it clear that geopolitics plays a crucial role in determining the dynamics

of the critical mineral industry, especially in terms of supply, pricing, and the bargaining power

of producing countries. Overall, the world is entering a new phase marked by a more

collaboration-based mineral supply chain. Issues such as strategic independence, sustainable

governance, and industrial development have come into focus, as countries strive to balance
economic interests with geopolitical security considerations (Miller, 2023). In this context,
countries with abundant reserves including Indonesia and several African nations—face both
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significant opportunities and challenges in playing a strategic role in the emerging global mineral
economy. To optimize the potential of their resources in a sustainable and sovereign manner,
coordinated and robust policies, along with cross-regional collaboration, are essential.

Meanwhile, research conducted by Wang et al. (2023) shows that major nickel-supplying

countries—such as Indonesia, the Philippines, and Brazil have governance indices that
demonstrate positive trends, along with relatively low levels of supply risk. Geopolitical factors
affecting nickel processing are highly dependent on political stability, government effectiveness,
regulatory quality, law enforcement, and efforts to control corruption in each country. In general,
more stable political and social conditions in these countries also reduce the potential for
disruptions in the nickel supply chain. However, it remains necessary to monitor the sustainability
of political dynamics and policy changes in major supplier countries to ensure long-term supply
security.

In the face of increasingly complex global geopolitical dynamics, Ursache (2023) exemplifies the
European Union’s strategy for diversifying critical raw material supply sources by strengthening
all stages of its value chain. This effort includes increasing domestic production, optimizing
recycling processes, and processing raw materials within the European Union. Within this
framework, countries need to form strategic alliances with like-minded partners through critical
raw materials communities, strengthen the role of the World Trade Organization (WTO), expand
free trade agreements, and promote sustainable investment. These efforts should also be

accompanied by the implementation of policies to counter unfair trade practices.

Meanwhile, Saadaoui et al. (2025) highlight that geopolitical threats have a greater impact on
mineral prices than actual measures such as sanctions or export bans, because such threats
generate significant uncertainty, causing investors and market players to become concerned and
hesitant to invest. As a result, mineral supply chains may be disrupted, potentially leading to
greater scarcity and sharper price increases. On the other hand, if the event involves actual action,
the impact tends to be more limited, as market players can adjust immediately. Research indicates
that markets typically respond more strongly to threats than to actions, particularly for
commodities such as nickel, copper, and tin. As a result, the fear of a ‘possibility’ often has a

greater impact than the event itself.

Furthermore, regarding the link between mineral availability and electric vehicles (EVs), one of
the biggest challenges is the limited and geographically concentrated supply chain. Critical
minerals such as lithium, cobalt, and copper are primarily sourced from a small number of
countries, creating a high dependency on specific regions. Meanwhile, China’s dominance in
processing and manufacturing critical minerals and EV batteries gives it a significant geopolitical
advantage (Smith, 2023). This further complicates global efforts to diversify and secure supply
chains.

Although Western countries have begun investing in domestic production and strategic
partnerships to reduce their dependence on China, global supply capacity remains insufficient.
Another challenge is the difficulty of building supply chains that are not only economically
resilient but also environmentally friendly and sustainable. To address this challenge, global
collaboration and coordinated strategic management are necessary to strengthen supply resilience
and accelerate transition to a net-zero economy. In this context, climate change issues can also
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serve as a meeting point for diplomatic cooperation, even as general geopolitical tensions persist.

In addition, Lin & Zhang (2025) also showed that to reduce geopolitical pressure in the

development of renewable energy, a series of comprehensive strategies is necessary. One crucial
step is to diversify the supply sources of critical energy metals. This effort aims to strengthen
long-term energy security. In addition, build strategic partnerships with other countries for more
profitable trade activities, while maintaining supply stability and avoiding conflicts (Noussan et
al., 2021). Additionally, build strategic partnerships with other countries to facilitate more
profitable trade activities, while maintaining supply stability and avoiding conflicts (Dogan et al.
2021). Meanwhile, countries with limited resources should prioritise managing economic growth
and implementing institutional reforms.

Furthermore, the conflict between the United States and China, particularly related to China’s
increasingly assertive geopolitical ambitions through initiatives such as the Belt and Road
Initiative (BRI), is also a significant concern, including for ASEAN member countries. ASEAN
countries face challenges in maintaining regional sovereignty and stability due to intense
competition and influence (Oliveira et al., 2020). Thus, ASEAN countries must be able to balance

the economic interests of Chinese investment with political and security pressures from the
United States. To that end, in the case of Indonesia, Yuniarto et al. (2024) stated that ASEAN
regional cooperation and solid bilateral relations with neighboring countries play an important

role in promoting sustainable and inclusive economic development.

According to the literature review, a country’s geographical position also has an important
influence on the dynamics of international relations. Indonesia is one such example. As an
archipelagic nation, Indonesia is strategically positioned to facilitate international trade routes.
Indonesia is also blessed with abundant natural resources, including nickel. Indonesia’s abundant
nickel reserves, coupled with its strategic geographical location, make its role in global nickel trade
highly crucial. Moreover, nickel has become a critical topic due to the increasing global demand
from various industries, such as stainless steel and batteries for electric vehicles (EVs). The
demand for EVs comes from various countries around the world, including China and the United
States. Given the presence of these two major powers in the industry, Indonesia’s involvement
requires careful consideration, especially considering the competition between the two nations in
the EV sector. The competition between the United States and China, which various experts view
as a “New Cold War,” has a significant impact on regional stability. Therefore, it indicates that
Indonesia has considerable potential, particularly in terms of its natural resources; however, it can
also raise concerns due to the influence of major powers seeking to control the routes and
resources for their interests.

Nickel has become one of the most strategic metal commodities amid the global shift towards a
more environmentally friendly economy. In addition, global demand for nickel is also increasing,
as nickel is a key component in battery production and stainless-steel manufacturing, as well as
the rapid advancement of electric vehicle (EV) technology and renewable energy sources (Susanti,
2024). As a country with the largest nickel reserves and production in the world, Indonesia has a
great opportunity to become a major player in the electric vehicle battery supply chain. In the
context of the rivalry between China and the United States, Indonesia’s geopolitical position is
becoming increasingly strategic and attractive for both countries. Indonesia’s geographical
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proximity to China and close ties in the region’s geopolitical axis make it easier for China to access
Indonesia’s nickel resources, which are the main raw material for electric vehicle batteries
(Rosmavanti, 2023).

When Indonesia banned nickel ore exports in 2020, China assumed a major investor role in
Indonesia’s nickel sector, particularly through the establishment of smelting plants and processing
facilities (Setiani et al., 2024). In 2023, Chinese investment inflows into Indonesia totalled US$5.6

billion, which also shows that investment figures have surged over the past 10 years during Joko
Widodo’s administration (Singgih, 2024). Therefore, China becomes a major player in Indonesia’s
nickel industry, as it controls Indonesia’s nickel processing and refining technology (Agung &

Adi, 2022).

China’s dominance in the EV industry, driven in part by its control of Indonesia’s nickel sector,
poses a threat to long-established automotive powerhouses such as Japan, Western Europe, and
the United States, with the potential to replace their positions through technological
advancements and control of the global supply chain. In response to this challenge, regions such
as the European Union and the United States have begun implementing various strategic policies,
including the Net Zero Industry Act, Critical Mineral Act, and Inflation Reduction Act, aimed at
reducing dependence on EV supply chains controlled by China (Barizi & Triarda, 2023). These

policies reflect growing geopolitical concerns regarding the security and independence of clean
energy supplies in the future.

One of the above policies that has affected Indonesia’s nickel potential is the Inflation Reduction
Act (IRA). This law offers substantial incentives in the form of tax credits for electric vehicles,
but only for battery raw materials sourced from official U.S. trading partners—a requirement that
Indonesia has not yet fulfilled. Furthermore, the IRA subsidies also exclude minerals produced
by companies with more than 25 per cent ownership by entities considered “foreign and
unsettling,” a designation aimed at Chinese companies (Lu, 2024). It presents an additional
obstacle for Indonesia, given the significant dominance of Chinese investment in its nickel
industry.

The new tariffs imposed by the United States are now targeting various types of Indonesian
exports, from textiles, electronics and automotive components. Although important
commodities such as nickel and bauxite are exempt from the policy, the message implied by this
policy is quite straightforward and worrying: market access to the United States can no longer be
considered certain. This condition is expected to increase Indonesia’s dependence on its most
significant and most accessible trading partner, namely China.

Conversely, China is adjusting to the rapidly changing dynamics of global trade. In response to
U.S. tariffs, Beijing has imposed 34% import duties on several U.S. imports and tightened export
regulations on several strategic raw materials (Rakhmat, 2025). While these measures are aimed
at suppressing American economic interests, they could indirectly strengthen Southeast Asia’s,
particularly Indonesia’s position in China’s new supply chain. Thus, it reflects that China’s
position in this industry remains a key player and is difficult to displace. As such, Indonesia, which
is China’s main trading partner, still needs to maintain good relations with that country.
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Given its abundant natural resources and thriving industrial sector, Indonesia possesses the
potential to emerge as China's primary trade partner, thereby serving as an alternative source for
the products previously supplied by America. This potential not only reflects Indonesia’s growing
economic influence in the region but also highlights its strategic importance amid the shifting
dynamics of global trade. The positions of Indonesia as a key player in the evolving architecture
of global economic partnerships, emphasizing the significance of national policy alignment to
support such emerging roles. Nevertheless, the ongoing tensions in the South China Sea have the
potential to generate significant geopolitical risks for the global nickel trade, a particularly salient
concern given the potential for disruption to the security and stability of the primary maritime
routes utilised for the exportation of nickel ore. Conflicts of this nature have the potential to
exacerbate the risks associated with trade, disrupt the supply chain, and trigger fluctuations in the
global nickel market price. This scenario could potentially lead to impediments or delays in the
export process, which would directly impact the continuity of nickel supply, particularly for major
importers such as China. Therefore, Indonesia needs to maintain its partnership with China,

especially in the nickel industry, in order to anticipate the worst-case scenario in geopolitics.

Indonesia is striving to take a neutral position in the geopolitical landscape of the nickel industry
by encouraging diversification of foreign investment sources from various countries, while
remaining cautious not to offend China, which has dominated Indonesia’s nickel industry (Wijaya
& Jones, 2025¢). To diversify its partnerships, it is crucial for Indonesia to proactively engage in

diplomatic negotiations with the United States. Concurrently, it is imperative to assess the
strategic partnership with China. In light of this, the Republic of Indonesia is endeavouring to
establish a cooperative mineral policy with several other nations. Initially, the negotiation between
Indonesia and the United States was conducted through the framework of the Trade and
Investment Framework Agreement (TIFA), along with other platforms (US Embassy Jakarta,
2023). The objective of this meeting is to acknowledge the critical mineral resources of the United
States, as well as Indonesia’s global leadership in the production of nickel, cobalt, and other
critical minerals.

Secondly, the collaboration between Indonesia and France in the nickel sector involves a strategic
partnership between Danantara Indonesia, the Indonesian Investment Authority (INA), and the

French mining company Eramet (Indonesia Investment Authority, 2025). Subsequently, the
Indonesian government undertook active diplomatic efforts to secure Korea’s participation in
the development of the electric power industry, a sector closely linked to the nickel smelting
industry. The government employed a range of strategies to promote investments (Nadhif &
Suryadipura, 2023).

In light of these circumstances, Indonesia needs to expand its strategic cooperation with new
partner nations, including the United States, the Republic of Korea, France, and other countries,
through bilateral treaties, free trade agreements, or collaborative supply chain management for
green energy. Concurrently, Indonesia must also prioritise maintaining its strategic partnership
with China. Itis essential to recognise the significant impact that China has had on the Indonesian
nickel industry, particularly in its pivotal role in the downstream processing of nickel.
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CONCLUSION

This study indicates that Indonesia plays a pivotal role in the global nickel industry, particularly
in the context of the intensifying geopolitical rivalry between major global powers, namely China
and the United States Given its dominance in global nickel reserves, Indonesia plays a dual role—
as both a key supplier of critical raw materials for the electric vehicle industry and a major actor
in the global nickel market. However, this strategic position also exposes Indonesia to distinct
policy challenges and opportunities. The intensifying geopolitical rivalry between the United
States and China constrains Indonesia’s ability to freely navigate trade and investment decisions,
pressuring it to balance competing interests. At the same time, this rivalry presents an opportunity
for Indonesia to leverage its resources by diversifying trade partnerships, strengthening
investment governance, and asserting greater autonomy in shaping its mineral policies within the
global energy transition framework.

The People’s Republic of China, given its extensive investment in the Indonesian nickel sector,
exerts a considerable influence on the trajectory of the national nickel industry. On the other
hand, the Inflation Reduction Act of the United States may present an unprecedented challenge
for the Indonesian nickel industry. In light of the present circumstances, it is imperative for
Indonesia to adopt a hedging strategy that not only maintains balanced relations with both China
and the United States but also includes concrete measures such as diversifying trade agreements
beyond these two powers, encouraging foreign direct investment from a broader range of
countries, and actively participating in multilateral forums to strengthen diplomatic leverage. This
approach would help Indonesia safeguard its strategic partnerships, reduce overdependence on
any single actor, and enhance its flexibility in navigating shifting geopolitical and economic
dynamics.

This research enhances the theoretical framework by applying geopolitical theory and the hedging
strategy to the management of Indonesia’s natural resources. Through this approach, the study
deepens the understanding of how nations like Indonesia can strategically position themselves
amid global competition for critical minerals. It adds valuable perspectives to the existing body
of knowledge on resource nationalism, diplomatic engagement in critical minerals, and strategic
economic alignment in the era of clean energy transition.

From a practical standpoint, the study provides concrete recommendations for policymakers,
emphasizing the importance of hedging tactics and broadening international partnerships to
protect national interests. Additionally, it offers practical guidance on managing foreign
investments, strengthening Indonesia’s participation in the global clean energy supply chain, and
reducing vulnerabilities caused by geopolitical tensions. These contributions aim to assist in
shaping informed policies that ensure Indonesia’s economic resilience and energy security over
the long term.

Thus, this study recommends that Indonesian policymakers develop strategic frameworks to
mitigate geopolitical risks in the nickel sector, particularly by diversifying international
partnerships and investing in downstream processing capabilities to enhance economic resilience.
However, the research is limited by its reliance on secondary data and its focus primarily on
Indonesia’s bilateral relations with major powers, potentially overlooking the roles of other
regional actors and grassroots perspectives. Future research should incorporate empirical data
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through interviews with industry stakeholders, explore the socio-environmental impacts of nickel
industrialization, and conduct comparative studies with other nickel-producing nations to
provide a more comprehensive understanding of how global geopolitical shifts influence critical

mineral governance.
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