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[bookmark: _Toc226560139][bookmark: _Toc226560138]Executive Summary 
Mercedes-Benz leads the increasingly competitive and dynamically developing market situation because of electric vehicle (EVs) innovations, self-driving, and ecological sustainability. It has become a symbol of innovation, quality, and performance, with a wide range of models, such as luxury sedans, SUVs, and the growing EQ electric vehicle range. Mercedes-Benz, however, needs to adopt transformational strategies to respond to new trends and consumer preferences so that it can retain its leadership in the market and adapt to global changes.
The present strategy formulation plan discusses the major areas, such as the speed of transition to electric mobility, digital transformation with AI-based services, and sustainability leadership. The report has also undergone an external audit with the use of 5 Forces by Porter and internal analysis with the help of SWOT, VRIO, and BCG tools to identify the strengths, weaknesses, opportunities, and threats of the company.
According to the report, under these conditions, Mercedes-Benz needs to concentrate on the expansion of its EV product line, invest in connected car technologies, and increase sustainability to become carbon neutral in 2050. The strategic alliances with technology companies and the digital service orientation will be also important in maintaining the competitive advantage of the luxury automotive industry of Mercedes-Benz.





Introduction
Management and sustainability are the keys to every successful organisation as they can give the direction which it is to follow in the long-term and ensure the fact that it will be competitive in the constantly changing environment. Strategic management can be defined as the formulation, implementation and evaluation of cross-functional decisions, and it is very significant to the sustainability of an organisation. It enables a business to respond effectively to the external pressures such as market forces, technology and regulatory demands, but also to make sure that the internal resources are utilised to their maximum potential. Strategic management within the automotive industry setting is a means of ensuring that a company is able to withstand the fluctuations in consumer tastes and preferences, environmental regulations and global competition.
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[bookmark: _Toc226544605]Figure 1 Mercedes-Benz
Source- (Mercedes-Benz, 2026)

This report aims to develop a holistic approach to Mercedes-Benz, including the status of the company, the prospects, and the manner in which it can stay on top of the luxury automotive industry (Kessens, 2022). The report will be organised based on a limited number of sections, such as an overview of Mercedes-Benz, performance analysis, external and internal environmental audit, strategy formulation and recommendations on future strategic initiatives.

[bookmark: _Toc226560140]Background of the firm
Mercedes-Benz is an international powerhouse in the high-end automotive industry, with its high-performance cars, advanced technology and high-end craftsmanship. The mother company Daimler AG has its head office in Stuttgart, Germany and was founded in 1926. Mercedes-Benz is reputed in the manufacture of diverse vehicles, such as sedans, SUVs, coupes, convertibles, and performance vehicles, commercial trucks and buses(Mercedes Benz, 2023). The company has established itself as a luxury, innovative and quality company.
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[bookmark: _Toc226544606]Figure 2 Mercedes-Benz
Source- (Littleton, 2024)

The brand has a range of products, consisting of classics such as the Mercedes-Benz S-Class, E-Class and AMG line of performance cars and a growing model of electric vehicles (EVs) under the brand EQ. New technologies based on AI and autonomous driving as well as advanced driver assistance systems (ADAS) are the new standards of these cars.
Mercedes-Benz operates in the automobile, luxury goods and clean technology industry and deals in the provision of high performance and sustainable vehicles. It is a multinational corporation with production facilities in Europe, North America and Asia. It has established its ambitions to become a carbon neutral organization by 2050, and has put a significant emphasis on electrification, digitalisation, and sustainable mobility solutions

[bookmark: _Toc226560141]Strategic Intent 
[bookmark: _Toc226560142]Vision:
  To become the most valuable and sustainable luxury brand in the world, the pioneering brand in the mobility industry, innovative, performance and sustainable.
[bookmark: _Toc226560143]Mission:
  Mercedes-Benz promises to offer the best quality luxury cars, a combination of innovative technologies, high-quality craftsmanship, and sustainability to provide customers with unmatched customer experiences and promote a global shift towards sustainable mobility solutions.
[bookmark: _Toc226560144]Objectives:
· Electrification Leadership: Mercedes-Benz will achieve a crucial milestone by 2030 by ensuring that a half of its overall sales are composed of electric vehicles (EVs), which will be a significant step in the electrification of all its products(Lambert, 2021).
· Carbon Neutrality by 2050: Mercedes-Benz has made a promise to become carbon-neutral in its activities and in the manufacture of its vehicles by 2050.
· Improved Digital Transformation: To bring AI and digital technologies to all areas of the customer experience and provide a seamless and individualised experience of ownership.
· Global Expansion: solidify its presence in the major emerging economies, such as China and India.
· Sustainability Leadership: Be sustainable in mobility by continuing to innovate on the EQ electric vehicle lineup, investing in renewable energy solutions and circular economy practices in the value chain.

[bookmark: _Toc226560145]Mercedes-Benz's current performance 
Mercedes-Benz has been performing well in the luxury car market and has a strong presence globally with a reputation for high quality, innovative cars. The company has experienced steady revenue growth over recent years, with different product ranges consisting of luxury sedans, SUVs, and performance vehicles and a growing electric vehicle (EV) portfolio. Mercedes-Benz has dominated a number of markets, especially the luxury SUV and the electric luxury automobile market, with its models such as the GLC and EQS making a lot of momentum in the global market.
Financially, Mercedes-Benz has been recording great sales and a significant improvement since the pandemic. In 2021, the company had a sales rose by around 30%, and both its traditional internal combustion engine (ICE) and its expanding electric vehicle segment contributed significantly to the company (BUSINESS WIRE, 2022). Nonetheless, Mercedes-Benz, as well as other car manufacturers, has been under pressure because of the supply chain issues (specifically the semiconductor shortage) that impacted the production and delivery of vehicles.
Mercedes-Benz has had a vision of the switch to electric mobility. To speed up the development of its electric cars, the company introduced its EQ sub-brand and has invested heavily in EV technology and infrastructure. One of the flagship models that demonstrate the dedication to sustainability and innovativeness of the brand is the EQS, an all-electric luxury sedan. Moreover, the company is quickly diversifying its EV line-ups with cheaper vehicles, like the EQB and EQC, to address a bigger portion of the increasing electric vehicle market.
Despite these successes, Mercedes-Benz is experiencing growing competition with the already strong brands such as BMW and Audi, as well as the new brands like Tesla. To stay competitive in the market, the company has to keep changing its approach to the changing market dynamics with an emphasis on sustainability, innovation, and digital transformation.

[bookmark: _Toc226560146]Strategy Analysis  
[bookmark: _Toc226560147]External Environmental Audit using Porter’s 5 Forces
The five Forces framework introduced by Porter is a valuable study of the forces of competition in an industry. 
Threat of New Entrants: Threat Level: Low to Medium
The risks of new competitors entering the luxury automotive market are not very high as there are high barriers to entry, which include high capital expenditure, brand awareness and technological skills to compete at the luxury level (Pangarkar and Prabhudesai, 2024). In addition, other established firms such as Mercedes-Benz have customer loyalty, good brand equity and a well-developed distribution network that makes it hard to penetrate the market. Nevertheless, the emergence of electric vehicle (EV) startups, including Tesla, is a threat, as they introduce new technologies and novel business models that upset conventional carmakers.
Bargaining Power of Suppliers: Threat Level: Medium
Mercedes-Benz depends on a chain of suppliers in terms of major parts i.e. semiconductor chips, batteries and other important materials. The world chip shortage has indicated the fragility of the automotive supply chain, which has affected the production schedules and vehicle deliveries. Moreover, the supplier's bargaining power may also rise as the company shifts to more sustainable electric vehicles, requiring more batteries that are made with rare-earth elements (e.g., lithium, cobalt) (Filho et al., 2023).
Buyers' Power: Threat Level: Medium.
Purchasers of luxury cars are very demanding and have numerous choices among such competitors as BMW, Audi, and Tesla. This makes them have a high bargaining power since they are able to alternate brands easily depending on price, features, and technology. The growing trend of electric cars also leaves customers with more options, pushing the established car manufacturers to become innovative or lose their market share.
Threat of Substitutes: Threat Level: High
The risk of substitutes is increasing because of the shifting preferences of people and the introduction of other forms of mobility, including car-sharing, autonomous ride-hailing, and electric scooters. 
Rivalry in the Industry: Threat high
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[bookmark: _Toc226544607]Figure 3 Key Companies in Automotive Luxury Market
Source- (Marketresearchfuture.com, 2019)

Competition between the traditional automotive brands in the luxury market is stiff, and there are competitors with BMW, Audi, Lexus, and Tesla fighting to achieve a market share. Competing in the established ICE car market and the new EV car market, Mercedes-Benz has to cope with both traditional and disruptive competitors such as Tesla (A.d, 2023). 

[bookmark: _Toc226560148]Internal Environmental Audit
[bookmark: _Toc226560149]SWOT Analysis for Mercedes-Benz

[bookmark: _Toc226544608][bookmark: _Toc226544699]Table 1 SWOT Analysis for Mercedes-Benz
	Strengths
	Weaknesses

	- Strong brand equity and global recognition as a luxury automotive leader
	- Slow transition to full electric mobility compared to some competitors like Tesla

	- Technological leadership in automotive innovations (e.g., autonomous driving)
	- Dependence on traditional internal combustion engine (ICE) vehicles

	 
	 

	Opportunities
	Threats

	- Increasing demand for electric vehicles (EVs) provides growth potential (IEA, 2025)
	- Rising competition from both established brands (e.g., BMW, Audi) and new entrants (e.g., Tesla) in the EV market

	- Expanding global markets
	- Regulatory pressure and stricter environmental laws globally are affecting ICE vehicle sales
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	Resource/Capability
	Valuable?
	Rare?
	Imitable?
	Organized?
	Competitive Implications

	Brand Equity (Mercedes-Benz)
	Yes
	Yes
	No
	Yes
	Competitive advantage due to strong consumer loyalty and brand value

	Technological Innovation (e.g., ADAS, AI)
	Yes
	Yes
	Yes
	Yes
	Sustainable advantage through innovation and technology leadership

	Global Manufacturing and Distribution Network
	Yes
	No
	No
	Yes
	Competitive parity: enables global reach but is replicable

	Electric Vehicle Development (EQ lineup)
	Yes
	Yes
	Yes
	Yes
	Emerging advantage, but facing competition from Tesla and others

	Sustainability Initiatives (carbon-neutral goal)
	Yes
	Yes
	No
	Yes
	First-mover advantage in sustainability, though others are catching up



[bookmark: _Toc226560151]BCG Matrix
[bookmark: _Toc226544610][bookmark: _Toc226544701]Table 3 BCG Matrix
	Product
	Market Growth Rate
	Market Share
	Position in BCG Matrix

	EQ Electric Vehicle Lineup
	High
	Medium
	Star

	S-Class and E-Class
	Low
	High
	Cash Cow

	GLC and GLA SUVs
	Medium
	High
	Cash Cow

	Traditional ICE Vehicles
	Low
	High
	Dog

	Mercedes-Benz Trucks
	Medium
	Medium
	Question Mark



[bookmark: _Toc226560152]Strategy Formulation 
Mercedes-Benz is a company that is in a very competitive luxury automotive industry, and the critical strategic decisions should be centred on differentiation, sustainability and innovation. Considering the current tendencies in the market, there are a few strategic ideas, which will enable the company to sustain and to improve its leadership status.
1. Electrification and Growth of EV Portfolio:
   As the world is becoming more and more electrically mobile, one of the priorities of Mercedes-Benz should be the faster adoption of electric vehicles (EVs). This would be possible through the addition of cheaper models into the EQ line, serving more of the market. The company also needs to increase battery technology and invest in fast charging infrastructure, developing an integrated ecosystem of EV customers. Such a plan will assist Mercedes-Benz to compete better with other brands such as Tesla and gain a greater market share of the fast-growing EV market.
2. Digital Transformation and Connected Vehicle Services:
   Mercedes-Benz also needs to invest more in digital technologies in order to deliver more enjoyable customer experiences (Cho et al., 2022). The ability to provide a smooth connection to mobile devices and the ability to implement over-the-air updates can enhance customer satisfaction and brand loyalty, as well as establish new sources of revenue in the form of subscription-based services.
3. Sustainability Leadership:
   Mercedes-Benz must further develop its sustainability efforts, which should be based on minimizing the carbon footprint of its production, as well as using renewable energy more (Mostafaeipour et al., 2022). The company also has the opportunity to invest more in the technologies of battery recycling and upcycling, which would guarantee a circular economy for the company. 
With emphasis on these strategic options, Mercedes-Benz will be able to consolidate its position on the global market, improve its innovativeness and become a pioneer in the automotive industry to shift towards a more sustainable future.

[bookmark: _Toc226560153]Conclusion and Recommendation 
To sum up, Mercedes-Benz has been able to remain a car brand that is among the most popular luxury brands thanks to its rich history of innovations, quality, and technological progress. However, the automotive market is fast developing, with electric vehicles (EVs) and self-driving systems gaining momentum, and an increasing number of individuals beginning to be more sustainability-aware. In order to retain its competitive advantage, Mercedes-Benz has to strategically align to these changes and concentrate on the three essential points: electrification, the digital transformation, and sustainability. Its current initiatives to develop its EV range, introduce AI and connected services, and achieve carbon neutrality by 2050 are praiseworthy.
Recommendations
· Accelerate Electrification: Invest in the development of low-cost EV models and battery technology, to compete with the market leaders, including Tesla.
· Invest in the Digital Services: Invest more in connected vehicle technology and AI-based services to enhance customer experience and loyalty.
· Forge Strategic Alliances: Collaborate with technology companies to be at the forefront of autonomous driving and the development of AI.
All these steps will assist Mercedes-Benz to be a more powerful competitor and ensure its sustainable evolution in the environment of the rapidly changing market.
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