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Introduction
[image: Mercedes-Benz New Car Offers | Edinburgh, Newbridge & Coldstream | Western  Mercedes-Benz | Mercedes-Benz of Edinburgh | Mercedes-Benz of Coldstream]As a manufacturer of luxury cars and commercial vehicles, (Mercedes-Benz Group AG,2024) is a major force in the global market, renowned for its innovative designs, advanced technology, and powerful brand (Mercedes-Benz Group AG, 2024). The company, which has its headquarters in Stuttgart, Germany, works in several foreign markets and makes money by selling passenger automobiles, vans, mobility solutions, and financial services (Mercedes-Benz Group AG, 2024). Given the significant changes in the industry brought about by electrification, digitalisation, and sustainability, the business must make certain strategic choices about its operations and finances to maintain its competitive advantage (Drury, 2021). By giving managers crucial financial and non-financial data to plan, budget, control expenses, and assess performance, management accounting plays a significant part in assisting in the making of such decisions (Horngren et al., 2021). An organization may monitor key performance indicators, manage resources effectively, and adapt to changes in the market environment with the support of good management accounting practices. The use of management accounting by (Mercedes-Benz AG,2024) to support financial decision-making is examined in this research.
Cost Analysis and Business Model 
(Mercedes-Benz Group AG,2024) employs a specialised, luxury-focused business strategy that purposefully prioritises large profit margins over sales volume. Officially, this technique is known as "Value over Volume" (Mercedes-Benz Group 2025). The business makes money by selling luxury vehicles and vans both at wholesale prices and via its own retail outlets. 
The management has purposefully moved production to its high-profit margin "Top-End Luxury" category, which includes Mercedes-AMG, Mercedes-Maybach, and the premium G-Class, to support this business model. Despite the decline in sales brought on by competition in other areas, like China, where Top-End Luxury models account for 15% of total sales, (Mercedes-Benz AG ,2024)can provide steady results with this product mix.To capitalise on these frequent car sales, the (Mercedes-Benz Group AG,2024) expands its profit streams through its Mercedes-Benz Mobility division. This branch generates continuous and recurring revenue streams through car finance, leasing, and insurance. Furthermore, the company is increasingly benefiting from its massive global customer base through the usage of SaaS services and OTA upgrades, which are made possible by its unique vehicle operating system, MB.OS. This initiative involves changing the current manufacturing-focused business model into a more profitable digital ecosystem (Mercedes-Benz Group 2025).
When seen through the lens of management accounting, identifying and managing the firm's complicated cost structure becomes critical. The firm's operational costs are clearly split into two types: variable and fixed.Variable costs are linked to production levels, determining the contribution range for each car. Raw resources, technologically advanced electronics, and price-sensitive battery metals such as lithium and nickel are all essential variables for (Mercedes-Benz Ag,2024) electrified model line. Additionally, outsourcing logistics, transportation expenses, and foreign import duties are all variable costs that have an impact on the unit level. Such expenses can be damaging to the company's unit profitability during any supply chain disruption or disagreement, as evidenced by the €1 billion global impact of tariffs (Global Banking & Finance Review 2025).
Fixed costs do not vary considerably regardless of the production level. Therefore, there is considerable operating leverage in this case. (Mercedes-Benz AG,2024) has a substantial fixed cost structure involving salaries, costs of maintaining its global production facilities, and high loss of PP&E, which is caused by modifications of factories to install electric drives. Additionally, constant research and development (R&D) expenditure, which usually exceeds 7% of its total income to support new car models, is also a significant fixed cost commitment (HDIN Research 2025). Consequently, during the period of reduced demand and production, (Mercedes-Benz AG,2024) experiences negative capacity variances since high fixed costs are allocated to fewer units.
Budgeting and Financial Planning 
To turn strategic goals into financial plans, efficiently manage resource allocation, and undertake variance analysis to assess performance, the field of management accounting mostly depends on the financial planning and budgeting processes (Drury, 2018). These strategies are crucial for (Mercedes-Benz Group AG,2024) particularly in light of the trend toward electric vehicles and the luxury car line. (Mercedes-Benz Group AG,2024) has a comprehensive master planning process that includes sales estimates, manufacturing plans, and capital budgeting for its Cars, Vans, and Financial Services businesses. (Mercedes-Benz AG,2024) continuously uses flexible budgeting to control consumer demand variations, considering fluctuations in production levels and products. Furthermore, constant rolling forecasts contribute to the annual budget, allowing the company to make more flexible decisions in the face of macroeconomic changes (Mercedes-Benz Group, 2026). Variance analysis is regularly performed to identify differences between actual and expected cost and revenue figures, necessitating management action, such as altering production and purchasing processes.
(Mercedes-Benz AG,2024) had severe financial challenges in 2025, resulting in an almost 9% reduction in Group revenues to €132.2 billion. The operating profit (EBIT) had declined by 57% to €5.8 billion, while the adjusted EBIT was €8.2 billion. This occurred for a variety of reasons, including macroeconomic issues outside the company, such as global tariffs costing over €1 billion, currency effects, and severe competition in the Chinese market, which reduced the quantity of deliveries. The financial troubles were also caused by management actions, such as huge restructuring expenditures connected with staff reductions and expensive R&D costs for new platforms like MB.OS and car launches (Mercedes-Benz Group, 2026; Nasdaq, 2026).Given these problems, (Mercedes-Benz's AG,2024) "Next Level Performance" approach effectively produced savings of over €3.5 billion through improvements in the production process, material efficiency, and cost reduction of fixed expenses. The company limited its exposure to low margin items by using its budgeting procedures to allocate cash to the development of highly profitable luxury vehicles and vans. In order to protect its profitability goals, such as ROSE of 5.0% for the Cars division, the distribution of resources through this technique demonstrates the functional application of zero-based budgeting techniques to make free-spending decisions while implementing target costing approaches (Mercedes-Benz Group, 2026).(Mercedes-Benz's AG,2024) budgeting and financial planning process is used to assure the longevity of its vision of sustainable mobility while still maintaining high levels of profitability. This guarantees that it is better ready to allocate resources rapidly based on accurate information.
Performance Measurement and Decision-Making  
Performance measurement becomes a significant approach within management accounting for monitoring the achievement of organisational goals by employing key performance indicators that are both financial and non-financial in character. This technique ensures an overall review of the firm's financial performance, operational efficiency, and sustainability (Kaplan and Norton, 1996). As a result, (Mercedes-Benz Group AG,2024) employs performance evaluation methods aimed at improving the brand's luxury image and promoting sustainable transportation development. The car firm monitors a variety of KPIs from its yearly report. The following are the main indicators of performance: (1) number of units sold (1.801 million passenger cars in 2025), which is a measure of market demand; (2) adjusted RoS in the Mercedes-Benz Cars segment (5.0% in 2025), which is a significant indicator of the company's profitability; (3) share of xEVs sold (20.5%, Cars segment), which is a measure of the shift to electric vehicles; (4) industrial free cash flow, which is used to assess the sustainability of the company's lending unit (9.7%) (Mercedes-Benz Group, 2026).These KPIs are part of a balanced scorecard strategy that includes both real financial results and future-oriented strategic indicators like innovation and client satisfaction.The performance figures for 2025 revealed many challenges that Mercedes-Benz faced, including a 9% decrease in income to €132.2 billion and an impressive 57% reduction in EBIT to €5.8 billion because of global taxes, foreign exchange rate changes, and strong competition in China. Based on these performance numbers, the corporation's leadership implemented strategic initiatives. These measures included enhancing cost management approaches, saving almost €3.5 billion, increasing the organization's production capabilities, and investing in high-end luxury vehicles. Furthermore, the automaker has introduced new products and accelerated development of its own MB. OS digital platform (Mercedes-Benz Group, 2026; Nasdaq, 2026).
KPIs like the xEV penetration rate and investments in sustainable technologies have had a significant influence on decisions about R&D activities and capital allocation. (Mercedes-Benz AG,2024) continued to invest in upcoming electric platforms despite declining profit margins to meet its future sustainability targets. With key performance indicators, this strategy enabled the company to combine short-term profit with long-term market position. The automaker generally serves as an example of how performance evaluation results in prompt decision-making. The organization can strengthen accountability and resource allocation for maintaining competitive advantage by connecting daily KPIs to strategic objectives.
Sustainability and Ethical Considerations
The concept of environmental sustainability has been thoroughly incorporated into (Mercedes-Benz Group AG's 2024) strategic and financial planning, driven by rising legal demands, stakeholder pressure, and a global shift toward low-emissions transportation. The company's "Ambition 2039," which aims to achieve a 100% carbon-neutral new vehicle portfolio across its entire value chain by 2039, is at the heart of its commitment. This requires ongoing expenditure for electric vehicle design, green energy purchasing, battery recycling initiatives, and supply chain emissions reduction (Mercedes-Benz Group AG, 2024). Even though such projects have significant upfront costs, using management accounting approaches such as capital budgeting and cost-benefit analysis helps management to assess their long-term financial viability while maintaining their environmental commitment.(Mercedes-Benz AG,2024) also incorporates environmental and social governance into its buying approach by using Responsible Sourcing Standards, which require strict adherence to environmental and human rights standards. It encourages its vendors to reduce greenhouse gas emissions, focusing on resource-intensive components like steel, aluminium, and battery cells. This is done to reduce environmental concerns while also increasing operational sustainability over time (Mercedes-Benz Group AG, 2024).
Ethics are extremely important in (Mercedes-Benz's AG,2024) cost control and pricing. While striving for profitability through premium pricing and efficiency, (Mercedes-Benz AG,2024) must ensure that its cost-cutting measures do not reduce vehicle quality, staff well-being, or raise ethical concerns. Ethical management accounting requires accurate reporting, equal consideration of all stakeholders, and commitment to all rules (Drury, 2021). It is especially relevant when purchasing materials for the construction of EV batteries, which includes numerous human rights and environmental issues. Involving ethics and sustainability in financial decision-making can help Mercedes-Benz defend its brand and minimise its risks.
Conclusion and Recommendations 
Overall, the (Mercedes-Benz Group AG,2024) is able to effectively utilise management accounting tools to guide its financial operations in the face of challenging fiscal conditions in 2025, including lower revenue, increased taxes, and intense competition. The automobile manufacturer still faces challenges in maintaining profitability while transitioning to electric vehicles, even though it excels in performance evaluation and cost control (Mercedes-Benz Group, 2026). (Mercedes-Benz AG,2024) must strive to improve its activity-based costing system to make sure that indirect costs related to software solutions and vehicle designs are accurately allocated, which will guarantee accurate product margin calculations (Drury, 2018). Second, the management will be able to respond appropriately to macroeconomic trends and geopolitical risks thanks to the use of highly dynamic and scenario-based rolling budgets. Third, adding environmental, social, and governance (ESG) KPIs to the balanced scorecard will strengthen the connection between short-term financial metrics and long-term sustainable objectives.
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