Mercedes-Benz ramps up supply chain resilience amid rare earth scarcity and China export restrictions
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Mercedes-Benz is taking proactive measures to fortify its supply chain against potential disruptions in rare earth materials, a critical component for various automotive technologies. Currently, the company has not experienced direct impacts from a rare earth shortage that has led to plant closures among some suppliers. However, as Joerg Burzer, a board member in charge of production, noted during a recent roundtable discussion, the automaker is committed to mitigating future risks by engaging in ongoing dialogues with its suppliers about establishing stockpiles of these essential materials.
The urgency for such measures has been heightened by escalating restrictions imposed by China on the export of rare earth elements, which account for about 90% of global production. These restrictions have resulted in significant strain on supply chains across multiple sectors, including automotive and electronics. Earlier this week, the European auto supplier association CLEPA reported that several production lines have had to shut down due to these shortages, signalling a worrying trend for the industry.
Burzer highlighted that the lessons learned from the semiconductor crisis—including significant production delays—inform Mercedes-Benz's strategy moving forward. The company is considering various risk management tools, including the creation of physical buffers, to ensure a more resilient supply chain. This foresight aims to prevent a repeat of prior disruptions that significantly impacted automotive production worldwide.
Moreover, other automotive manufacturers are similarly on high alert. For example, reports indicate that Suzuki Motor has halted production of its Swift subcompact vehicle due to these same supply constraints. Such instances underline the widespread ramifications of the situation, which stretches beyond individual companies to affect the entire automotive landscape.
In addition to addressing rare earth material shortages, Mercedes-Benz is also making strides in securing its supply of lithium for electric vehicle batteries through a recent agreement with Rock Tech Lithium Inc. This partnership aims to ensure a stable supply for battery production while adhering to sustainability goals, reflecting the company’s broader ambition to electrify its offerings.
Ultimately, as Europe’s auto suppliers grapple with the implications of China's export curbs, the situation serves as a stark reminder of the vulnerabilities associated with current supply chains. Initiatives like those from Mercedes-Benz and others in the industry to secure alternative sources and create stockpiles may well serve as essential steps in building a more resilient automotive supply network.
As industry leaders continue to assess and respond to these emerging risks, the call for diversification and potential collaboration with non-Chinese rare earth producers will likely gain momentum. The developments highlight a critical juncture in the automotive industry, underscoring the need for strategic foresight in navigating geopolitical supply challenges. Without decisive action, the fears of recurring production delays could become a reality, reminiscent of the tumult experienced during the semiconductor shortages just a few years prior. 
In sum, while Mercedes-Benz remains presently unaffected, its proactive steps reflect an urgent response to a rapidly evolving and precarious supply landscape, positioning the carmaker to better withstand future shocks.
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