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Introduction
Mercedes-Benz is a multinational premium automotive manufacturer based in Stuttgart, Germany. Functioning within the premium automotive business, the company is part of Mercedes-Benz Group AG and employs over 170,000 people globally. (Mercedes-Benz Group, 2024) The company's primary offerings are luxury passenger cars, industrial vans, high-performance AMG variants, and developing electric vehicles under the EQ brand. The company is known for its creativity, safety technologies, and technical excellence, with an established market position in Europe, Asia, and North America.
Importance of Management accounting 
Administrative accounting is critical for modern firms' managerial and operational decisions. For organisations like Mercedes-Benz, it facilitates cost management, planning, performance evaluation, and profitability evaluation across varied categories of products. (Drury, 2022) It additionally assists with deciding on investments for electric car creation, scheduling capacity, and supply-chain optimisation. Accounting for management purposes assists managers in improving productivity and maintaining an edge over their competitors by delivering timely financial and non-financial information.



Cost Analysis and Business Mode
Mercedes-Benz Group AG has an unique revenue model based on three main segments: Mercedes-Benz Cars, Mercedes-Benz Vans, and Mercedes-Benz Mobility. The company's major revenue comes from the purchase of premium customer automobiles, which include internal combustion engine models, hybrid vehicles, and the increasing EQ electric range. Mercedes-Benz achieved overall sales of €145.6 billion in 2024, with the Cars segment accounting for €107.8 billion, underscoring its importance as the primary profit generator. (Mercedes-Benz Group, 2024) The Vans sector contributed €19.3 billion, suggesting robust commercial demand, while the Mobility division in charge of finance, leasing, and insurance added €25.1 billion, providing steady, regular revenue streams that supplement the sale of cars. (Mercedes-Benz Group, 2024). The mixture of product and service income fosters financial stability and long-term customer retention.
Cost structure: Fixed and variable costs
Mercedes-Benz works in a highly capital-intensive business, which results in a cost structure dominated by high fixed expenses. These consist of expenditures in factory buildings, manufacturing processes, and devices, which are represented in the company's €26.5 billion in property, plant and equipment in 2024. (Mercedes-Benz Group, 2024). In addition, spending on research and development is another significant fixed cost area, particularly given the business's strategic focus on electric vehicle platforms and digital technologies. In 2024, Mercedes-Benz capitalised €4.1 billion in development costs, with additional organisational and commercial expenditure of €2.5 billion. (Mercedes-Benz Group, 2024

Variable expenditures vary according to manufacturing quantity and involve raw materials, components, logistics, and energy consumption. For example, the Vans segment's expenses for products delivered hit €3.97 billion in Q4 2024, indicating susceptibility to production levels (Mercedes-Benz Group, 2024). Employees additionally includes a variable component, as overtime rates, compensation, and labour contracts vary depending on the needs of production.
Mercedes-Benz additionally faces blended charges, which include both fixed and variable expenses. A important goal of strategy is to decrease fixed expenses for production by 10% by 2027 using adaptable manufacture platforms and efficient supply chains (Mercedes-Benz Group, 2024). This change intends to increase cost adaptability and competitiveness as the organisation moves towards digitalisation.
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The line graph illustrates that the Cars segment disproportionately controls Mercedes-Benz's revenue model, accounting for more than 70% of overall group income in 2024. Vans and Mobility serve small but significant supporting roles, with Mobility generating recurrent financial-service income.


Cost Structure (% of Total Costs)
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Mercedes-Benz's pricing system is mainly based on fixed costs, which are fuelled by R&D, expensive manufacturing operations, and organisational costs. Variable costs, such as supplies, transportation, and energy, fluctuate with the amount of production but account for a lesser share. This highlights the business's need for substantial initial investments in innovation and manufacturing capability.
 
                             ( Both diagrams created by student Cristina Cioroba)



Performance Measurement and Decision-Making

Role of budgeting 
Budgeting is essential for Mercedes-Benz in organising, controlling, and driving its new approach. The corporation devotes funds to essential objectives like as research and development (R&D), production capacity, and cost-cutting measures, to guarantee these correspond with its long-term objectives (e.g., electrification). Budgets can serve as a monitoring tool: by comparing actual performance to planned targets, administration can spot anomalies and implement measures to fix them (for example, decreasing expenses or deferring expenditures). In addition, planning facilitates handling risks. In an environment of unsure economic circumstances, Mercedes-Benz's adaptable and robust budgets enable it to swiftly change spending (e.g., scaling back in certain areas and switching cash to efficiency programs). It also supports efforts to reduce expenses by establishing specific, measurable targets.
Year-on-Year Change in Operating Expenses & Key Drivers
Analysing publicly accessible economic information, Macro Trends discovers projected Mercedes-Benz’s overall operational expenditures dropped from US$ 146.97 billion in 2023 to US$ 144.02 billion in 2024, suggesting a drop of around 2.0% ( Macro Trends, 2025). The main elements include marketing, logistical and administration (SG&A), and research and development. Twelve Data reports that R&D expenditure was around US$5.6 billion in 2025, while SG&A was around US$12.0-12.5 billion. Mercedes-Benz's yearly accounting documents additionally demonstrate a drop overall administrative costs from €779 million in 2023 to €644 million in 2024, which includes people, IT, advisory services, and other costs of operations (Mercedes-Benz Group, 2024).
Management (Internal) Decisions Influencing Change
In response to diminishing profitability and rising cost constraints, Mercedes-Benz started an important cost-cutting drive, the "Next Level Performance" programme, with the goal of lowering manufacturing expenses by 10% by 2027. This is accomplished by fewer business processes, increased efficiency, and stricter purchasing procedures, which include partnering suppliers to reduce material prices (Mercedes-Benz Group, 2024; Fleet Point, 2025). The costs of administration have also been lowered by the contracting out of specific operations (finance, human resources), optional buy-outs, and limited salary hikes for management, all of which contribute to the decrease in general administrative expenses (Reuters, 2025).

External (Macroeconomic) Factors
Macroeconomic challenges additionally impacted expenses for operations. Low demand in major regions such as China has reduced revenue and margins, necessitating stricter cost management (Reuters, 2025). High energy and labour costs in Europe have reduced industry competitiveness. To address this, Mercedes-Benz is rebalancing its production footprint by relocating capacity to low-cost nations like Hungary, where wages and overheads are much lower (Reuters, 2025; FleetPoint, 2025).In this hybrid context, planning gets increasingly important, allowing administration to distribute resources freely while upholding rigorous cost discipline (Mercedes-Benz Group, 2024).
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Sustainability and Ethical Considerations
Mercedes-Benz incorporates sustainable within its economic approach, connecting investments for the future with Ambition 2039 targets in order to attain net zero emissions throughout the value chain (Mercedes-Benz Group, 2023).
Its Green Finance Framework is a vital system, allowing the corporation to issue environmentally friendly bonds, renewable funding, and other sustainable finance instruments. The funds in question are specifically designated for environmental initiatives such as electric vehicles, green energy adoption, and sustainable development efforts (Mercedes-Benz Group, 2024). Mercedes generates capital responsibly while also tying the expense of financing to environmental objectives.

On the financial investment front, Mercedes is aggressively acquiring green power for its manufacturing. The "Ambition 2039" roadmap aims to transition all production facilities to 100% sustainable energies by 2039 (Mercedes-Benz Group, 2023). Mercedes-Benz's Sindelfingen "Factory 56" uses solar electricity, DC grids, and reclaimed battery storage of energy to reduce its environmental impact (Mercedes-Benz Group, 2023). Lombard Odier states that in 2024, biofuels accounted for around 50% of the company's energy requirement in production plants, putting it on track to meet its 2030 and 2039 targets (Lombard Odier, 2025).
Mercedes has a specific Board-level department for Trustworthiness, Governance, and Sustainability, and it employs an Accountability Code that guarantees ethical conduct throughout its activities (Mercedes-Benz Group, 2023). Their "Sustainability Dialogue" platform strengthens community participation and collaboration with external experts to help develop strategy (Mercedes-Benz Group, 2023).
Ethical Considerations in Cost Management and Pricing
Considering a moral point of view, Mercedes-Benz’s cost control and pricing practices hold several critical features. Its sustainable economy initiatives, such as recycling battery materials and employing CO₂-reduced components in manufacture, demonstrate responsible resource use (EV Magazine, 2024). Its environmentally friendly financing approach also sets an ethical precedent by clearly linking capital raising to sustainability projects, matching with ESG objectives, and encouraging accountability (Mercedes-Benz Group, 2024).
Nevertheless, there are also moral questions about marketing approach, notably for electric vehicles (EVs). Mercedes reportedly dropped prices for its EQ electric vehicle lineup in the United States, citing declining demand and shifting subsidy landscapes (Car and Driver, 2024). While decreasing prices can boost EV adoption, they can also squeeze profitability and decrease potential investments in environmentally friendly innovations (Car and Driver, 2024). Mercedes additionally guarantees ethical sourcing throughout its supplier chain. Human rights policies and business partner requirements help to reduce social hazards in the mining of battery materials such as both lithium and cobalt (Mercedes-Benz Group, 2023).







Capital Expenditure (€ Billion)
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Total spending on capital vs green initiatives at Mercedes-Benz in 2024. Green investments include programs for energy efficiency, electric vehicle manufacturing, and sustainable development initiatives. The author collated the data and made the figure using Mercedes-Benz Group (2023, 2024).
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Mercedes-Benz's CO₂ reductions strategy for Ambition 2039. 
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Conclusion and Recommendations
Mercedes-Benz incorporates environmentalism into its financial choices through environmentally friendly choices, energy from renewable sources, and ethical supply chain procedures. Cost control and pricing methods strike a balance between competitiveness and ESG and social responsibility.

Recommendations
Increase costing according to activities to more accurately monitor ecological costs per car.
Assess the effectiveness of initiatives related to sustainability using variance analysis.
Adopt life cycle costs for electric vehicles to improve profitability over the long term and moral distribution of resources.
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