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Strategy Formulation Plan for Mercedes‑Benz Group AG
Executive Summary 
Mercedes‑Benz Group AG operates within a global automotive industry undergoing unprecedented transformation driven by electrification, digitalisation, autonomous driving, and sustainability imperatives. As one of the world’s leading premium automotive manufacturers, Mercedes‑Benz has strategically repositioned itself as a luxury and technology‑driven mobility provider. The company’s “Electric Only” strategy, commitment to carbon‑neutral production, and investments in software‑defined vehicles reflect its ambition to lead the future of sustainable premium mobility. This report develops a comprehensive strategy formulation plan for Mercedes‑Benz by analysing its internal capabilities, external environment, and competitive position. Using PESTEL, Porter’s Five Forces, SWOT, VRIO, BCG, and value chain analysis, the report evaluates the company’s strategic intent, current performance, and long‑term opportunities. The findings highlight Mercedes‑Benz’s strengths in brand equity, engineering excellence, global manufacturing scale, and luxury positioning, while identifying challenges such as rising competition from EV‑focused manufacturers, supply chain vulnerabilities, and the high capital intensity of electrification. The proposed strategy recommends accelerating the transition to premium electric vehicles, expanding software‑based revenue streams, strengthening supply chain resilience, and enhancing customer experience through digital ecosystems. The report concludes that Mercedes‑Benz must balance innovation with operational efficiency to sustain its leadership in the evolving global mobility landscape.
1. Introduction
Strategic management is essential for organisations operating in dynamic and competitive environments, enabling them to align resources, capabilities, and long‑term objectives with external opportunities and threats (Johnson et al., 2020). In the automotive industry, strategic management plays a critical role due to rapid technological disruption, evolving consumer expectations, regulatory pressures, and global economic volatility. Electrification, autonomous driving, digital connectivity, and sustainability are reshaping industry structures, requiring firms to continuously innovate and adapt (Wells & Nieuwenhuis, 2021). The purpose of this report is to formulate a comprehensive strategy for Mercedes‑Benz Group AG, one of the world’s most established and influential premium automotive manufacturers. The report evaluates the company’s strategic intent, current performance, and competitive environment using established analytical frameworks. It then proposes strategic choices aligned with industry trends and Mercedes‑Benz’s long‑term vision. The report is organised into eight sections: an executive summary, introduction, company overview, strategic intent, current performance, competitive environment analysis, strategy formulation, and conclusion with recommendations. Through evidence‑based analysis supported by academic literature and credible industry sources, the report provides a robust strategic direction for Mercedes‑Benz’s continued growth and competitiveness.
2. Overview 
Mercedes‑Benz Group AG, headquartered in Stuttgart, Germany, is a global leader in premium automotive manufacturing and mobility services. Founded in 1926, the company is renowned for its engineering excellence, luxury vehicles, and technological innovation. Mercedes‑Benz produces a wide range of vehicles, including luxury sedans, SUVs, sports cars, vans, and fully electric models under the EQ brand. The company operates in the global automotive and mobility sectors, with a strong presence in Europe, North America, and Asia. Mercedes‑Benz’s product portfolio includes the S‑Class, E‑Class, C‑Class, GLE, G‑Class, and the EQE and EQS electric vehicles. The company also offers digital services, mobility solutions, and advanced driver‑assistance systems (ADAS). Mercedes‑Benz has committed to an “Electric Only” strategy, aiming for all new vehicle architectures to be fully electric by 2025 and achieving carbon‑neutral production by 2039. The company invests heavily in battery technology, software‑defined vehicles, autonomous driving, and digital ecosystems. As a premium brand, Mercedes‑Benz differentiates itself through craftsmanship, innovation, and customer experience. Its global manufacturing network includes plants in Germany, the United States, China, and South Africa, enabling efficient production and market responsiveness.
3. Strategic Intent
Mercedes‑Benz’s strategic intent is guided by its vision to lead in electric mobility, digitalisation, and sustainable luxury. The company’s mission is to deliver the world’s most desirable cars and create exceptional customer experiences through innovation, craftsmanship, and advanced technology. Key strategic objectives include:
· Accelerating electrification through the expansion of the EQ electric vehicle portfolio.
· Achieving carbon‑neutral production by 2039 across the entire value chain.
· Developing software‑defined vehicles to enable over‑the‑air updates and digital services.
· Advancing autonomous driving technologies, particularly Level 3 and Level 4 systems.
· Enhancing profitability through a focus on high‑margin luxury segments.
· Strengthening supply chain resilience through localisation and long‑term partnerships. These objectives align with Mercedes‑Benz’s long‑term ambition to transition from a traditional automaker to a sustainable, technology‑driven mobility provider. The company’s strategic intent emphasises innovation, sustainability, and premium positioning as core pillars of competitive advantage.

4. Current Performance
[bookmark: _Int_hpBNh27I]Mercedes‑Benz has demonstrated strong financial and operational performance in recent years, despite global economic uncertainty and supply chain disruptions. In 2025, the company reported robust profitability driven by strong demand for luxury vehicles, favourable pricing, and disciplined cost management (Mercedes‑Benz Group, 2025). The company’s electric vehicle (EV) sales have grown significantly, with the EQE and EQS models gaining traction in key markets. However, Mercedes‑Benz faces increasing competition from Tesla, BMW, Audi, and Chinese EV manufacturers such as BYD and NIO. The company’s EV margins remain lower than those of its internal combustion engine (ICE) vehicles due to high battery costs and capital expenditure requirements. Mercedes‑Benz continues to invest heavily in digitalisation, autonomous driving, and software‑defined vehicles. The company’s MB.OS operating system, scheduled for rollout in 2025, aims to enhance connectivity, personalisation, and digital services. Operationally, Mercedes‑Benz has strengthened its supply chain resilience through localisation strategies and long‑term partnerships with battery suppliers. However, semiconductor shortages and geopolitical tensions continue to pose risks. Overall, Mercedes‑Benz remains financially strong and strategically well‑positioned, but must accelerate its electrification and digital transformation efforts to maintain long‑term competitiveness.


5. Strategy Analysis
Mercedes‑Benz operates within a global automotive environment undergoing profound transformation driven by electrification, digitalisation, autonomous driving, and sustainability imperatives. To understand the company’s strategic position, it is essential to analyse both the external forces shaping the industry and the internal capabilities that determine competitive advantage. This section integrates PESTEL, Porter’s Five Forces, SWOT, VRIO, BCG, and value chain analysis into a cohesive evaluation of Mercedes‑Benz’s strategic landscape.
From a PESTEL perspective, Mercedes‑Benz is significantly influenced by political and regulatory developments. Governments worldwide are tightening emissions regulations, introducing bans on internal combustion engines (ICEs), and offering incentives for electric vehicles (EVs). These policies accelerate Mercedes‑Benz’s transition toward electrification but also impose compliance costs and technological pressures. Economically, the company faces fluctuating global demand, inflationary pressures, and supply chain disruptions, particularly in semiconductors and battery materials. However, its premium market positioning provides resilience against economic downturns. Social trends, including rising environmental awareness, urbanisation, and demand for digital, connected mobility, align with Mercedes‑Benz’s strategic direction. Technological forces are particularly critical: advancements in battery technology, autonomous driving, artificial intelligence, and software‑defined vehicles are reshaping competitive dynamics. Mercedes‑Benz must continuously innovate to remain relevant. Environmental pressures, including climate change and sustainability expectations, further reinforce the need for low‑emission mobility solutions. Legally, the company must navigate complex regulatory frameworks related to emissions, data privacy, autonomous driving, and safety standards across multiple markets.
Porter’s Five Forces highlight the competitive intensity of the premium automotive sector. Rivalry is extremely high, with BMW, Audi, Lexus, and Tesla competing aggressively in both EV and luxury segments. The threat of new entrants is moderate; while capital requirements are substantial, EV‑focused startups such as Lucid and NIO are gaining traction. Supplier power is also moderate: Mercedes‑Benz relies on global suppliers for batteries, semiconductors, and raw materials, although long‑term contracts and partnerships help mitigate risks. Buyer power is high due to the availability of premium alternatives and increasing consumer expectations for technology, sustainability, and customisation. The threat of substitutes remains moderate, with public transport, ride‑sharing, and emerging mobility‑as‑a‑service models offering alternatives, particularly in urban areas.
Internally, Mercedes‑Benz’s strategic position can be assessed through SWOT analysis. The company’s strengths include its globally recognised premium brand, engineering excellence, diversified product portfolio, and strong financial performance. Mercedes‑Benz’s flexible vehicle platforms capable of supporting ICE, hybrid, and fully electric powertrains provide strategic agility in uncertain markets. However, the company faces weaknesses such as slower EV adoption compared to Tesla and Chinese competitors, high production costs, and dependence on traditional luxury markets. Opportunities include expanding the EQ electric vehicle lineup, growing demand for premium electric SUVs, and the potential for software‑based revenue streams through connected services. Threats include intensifying competition, regulatory pressures, supply chain vulnerabilities, and the rapid pace of technological change.
The VRIO framework reveals that Mercedes‑Benz possesses several valuable and rare resources, including its strong brand equity, global manufacturing network, engineering expertise, and long‑standing customer loyalty. However, some capabilities particularly in software and autonomous driving are less rare and more easily imitated compared to technology‑driven competitors. The company’s organisational structure supports efficient exploitation of its resources, but Mercedes‑Benz must accelerate digital transformation to maintain long‑term advantage.
The BCG matrix illustrates the performance of Mercedes‑Benz’s product portfolio. The GLE, GLS, and S‑Class remain “Stars,” driving significant revenue and market share. The EQE and EQS represent “Question Marks” with high growth potential but requiring substantial investment. Traditional ICE sedans may be shifting toward “Dogs” as global regulations tighten. The Mercedes‑Maybach and AMG divisions function as “Cash Cows,” contributing stable profitability within their niche markets.
Mercedes‑Benz’s value chain demonstrates strong capabilities in design, engineering, and manufacturing. The company’s global production network enables economies of scale and localisation strategies. Mercedes‑Benz’s emphasis on quality, craftsmanship, and driving performance differentiates its products. However, the shift toward software‑defined vehicles requires strengthening digital capabilities, over‑the‑air updates, and data‑driven services. The company’s direct engagement with customers through digital platforms and mobility services enhances customer experience and supports recurring revenue models.
Overall, Mercedes‑Benz’s strategy analysis reveals a company with strong heritage, premium positioning, and engineering excellence, yet facing significant challenges in electrification, software innovation, and global competition. The external environment presents both opportunities particularly in premium EV growth and threats from fast‑moving competitors and regulatory pressures. Internally, Mercedes‑Benz possesses valuable capabilities but must accelerate digital transformation and EV scaling to sustain long‑term competitiveness.
6. Strategy Formulation
Mercedes‑Benz should adopt a strategy that strengthens its leadership in premium electric mobility while accelerating digital transformation and operational efficiency.
1. Accelerate Premium EV Expansion
Mercedes‑Benz must prioritise the development and scaling of its EQ electric vehicle portfolio. This includes expanding battery production, improving EV affordability, and enhancing charging infrastructure through partnerships.
2. Strengthen Software‑Defined Vehicle Capabilities
The rollout of MB.OS should be accelerated to enable over‑the‑air updates, personalised digital services, and subscription‑based revenue models. Software capabilities will be critical for long‑term competitiveness.
3. Advance Autonomous Driving Technologies
Mercedes‑Benz should continue investing in Level 3 and Level 4 autonomous systems, leveraging partnerships with technology firms to accelerate development and regulatory approval.
4. Enhance Supply Chain Resilience
Localising battery production, securing long‑term mineral contracts, and diversifying suppliers will reduce geopolitical risks and improve production stability.
5. Focus on High‑Margin Luxury Segments
Mercedes‑Benz should continue prioritising luxury SUVs, sedans, and Maybach models to enhance profitability during the transition to electrification.
Proposed Strategy: “Luxury Electric Mobility Ecosystem”
This strategy integrates premium EVs, digital services, autonomous driving, and sustainability into a unified ecosystem. Key elements include:
· Expanding the EQ lineup
· Scaling MB.OS digital services
· Integrating home‑to‑vehicle energy solutions
· Enhancing customer experience through digital platforms
This approach positions Mercedes‑Benz as a leader in sustainable luxury mobility.
7. Conclusion and Recommendations
Mercedes‑Benz is well‑positioned to lead the global transition to premium electric mobility, but must address intensifying competition, regulatory challenges, and technological disruption. The company’s strengths in brand equity, engineering excellence, and global manufacturing provide a strong foundation for long‑term success. However, accelerating electrification, digitalisation, and supply chain resilience will be essential. The report recommends that Mercedes‑Benz prioritise premium EV expansion, strengthen software‑defined vehicle capabilities, and advance autonomous driving technologies. Enhancing customer experience through digital ecosystems and focusing on high‑margin luxury segments will further support sustainable growth. By adopting the proposed “Luxury Electric Mobility Ecosystem” strategy, Mercedes‑Benz can integrate its automotive, digital, and sustainability capabilities into a cohesive platform that drives long‑term value creation. Overall, the company must balance innovation with operational discipline to sustain its leadership in an increasingly competitive and dynamic industry.
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