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[bookmark: _Toc234771540]Executive Summary

This report evaluates the strategic position of Mercedes-Benz Group AG within the global automotive industry and proposes a strategic direction to strengthen its long-term competitive advantage. The automotive industry is undergoing rapid transformation due to technological innovation, increasing environmental regulations, digitalisation, and changing consumer preferences. These developments have encouraged manufacturers to accelerate the transition towards electric vehicles (EVs), autonomous driving technologies, software-defined vehicles and sustainable business models.
Mercedes-Benz Group has responded by investing significantly in electrification, artificial intelligence, battery technology and digital mobility solutions while maintaining its reputation as one of the world’s leading luxury automobile manufacturers. Despite strong financial performance and a globally recognised premium brand, the company continues to face significant challenges, including increasing competition from electric vehicle manufacturers such as Tesla and BYD, supply chain disruptions, geopolitical uncertainty and rising production costs.
The report examines the company’s strategic intent, current performance and competitive environment using recognised strategic management frameworks. Internal and external analyses identify the key factors influencing Mercedes-Benz’s competitive position and evaluate the firm’s strategic capabilities. Based on these findings, the report recommends that Mercedes-Benz strengthen its competitive advantage by accelerating software innovation, expanding affordable premium electric vehicles, increasing strategic partnerships in battery technology and artificial intelligence, and enhancing sustainability initiatives across its global operations. These recommendations aim to improve organisational resilience, customer value and long-term profitability in an increasingly competitive automotive market.

[bookmark: _Toc234771541] Introduction

Strategic management refers to the process of formulating, implementing, and evaluating strategies across an organization to enable it to achieve its long-term objectives and sustain competitive advantage. (Johnson, Scholes and Whittington, 2023) With the help of such system managers can analyse internal capabilities and external environmental circumstances and align organisational resources with strategic objectives. Moreover, strategies that meet the objectives of organizations have become vital while considering changes in government policies towards industries, socio-political developments, and rapid technological development. (Grant, 2022).

Strategic management helps an organization to do exploit opportunities and at the same time manage risk.  According to Barney and Hesterly, competitive advantage is a powerful factor in promoting the performance of the organization.  The firms can sustain and flourish in the market with such ability (Barney and Hesterly, 2010).The aim of this report is to analyse the strategic position of Mercedes-Benz Group AG in the current-day automobile sector. The report first provides a brief overview of the firm and its strategic intent before assessing its present organisational performance. Then a strong critical analysis is made of the firm’s internal and external environment via the use of recognised frameworks of strategic management. These include PESTEL analysis, Porter’s Five Forces, SWOT analysis, VRIO analysis and Value Chain analysis. Finally, the report suggests strategic recommendations through which Mercedes-Benz may strengthen its competitive position and achieve sustainability in the long-term.


[bookmark: _Toc234771542] Company Background

The world-renowned manufacturer of luxury passenger cars and premium mobility solutions is the Mercedes-Benz Group AG.  According to (Mercedes-Benz Group , 2024), the organization has its headquarters in Stuttgart, Germany and is the most recognizable automotive brand in the world. In February 2022, Daimler AG changed its name to Mercedes-Benz Group AG, and the purpose of this move was to carry out the strategy related to electric mobility and luxury passenger vehicles. 

The roots of Mercedes-Benz Group AG lie in the creation of the automobile by Karl Benz in 1886. Currently, the firm assembles capabilities within a premium network worldwide.  The company sells products and services.

We create, build and sell mass mobility solutions in over 150 countries. Our combined portfolio includes passenger cars, electric cars, vans and mobility services. Mercedes-Benz Group manufactures a range of premium passenger car automobile products. This product line-up primarily includes models branded as the Mercedes-Benz. In addition, the company produces models branded as the Mercedes-AMG (Mercedes-Benz Group, 2024). To gain competitive advantage in the rapidly changing automotive market, the company is also putting large investment in the software, artificial intelligence, autonomous driving and battery technology.

In which industry Mercedes-Benz works? The Mercedes-Benz project is engaged in the global vehicle manufacturing sector. This sector is materially characterised by fierce competition and fast-paced technological disruption. Both the emissions of carbon and regulatory requirements in relation to sustainability are increasing the cost of doing business at the same time. The company’s business environment reflects these sector characteristics. Competitors BMW Group, Audi, Lexus and Porsche are direct rivals of Mercedes-Benz. The company is facing competition, not just from traditional manufacturers, but also from electric vehicle manufacturers like Tesla and BYD.

[bookmark: _Toc234771543]Strategic Intent

The strategic goal of the Mercedes-Benz Group embodies the spirit of being the best and leading manufacturer of luxury and sustainable mobility worldwide. Additionally, the goal of the company is to manufacture the most attractive automobiles, while being a pioneer in the uncompromising advancement of an electric, digital and carbon-neutral future (Mercedes-Benz Group, 2024). These all reflect the organization’s intent to pepper luxury with innovativeness and eco-friendliness, especially in the fast-changing automobile industry milieu.

The company aims to create excellent experiences with mobility through technology excellence, outstanding product quality and constant innovation. The goal of Mercedes-Benz is to create lasting value for its customers, shareholders, employees and society through safe, intelligent and sustainable transportation. This mission is highly aligned with the Group’s major investments in battery electric vehicles, AI, connected vehicle and autonomous driving technologies.

Mercedes-Benz has customized a set of strategic objectives and principles to realize its vision.  To envision readiness for an all-electric vehicle’s world by the end of the decade is realistic because this is achievable. Moreover, Mercedes-Benz aims to reduce carbon emissions significantly throughout the value chain. Then it intends to increase volume of software feature and functions through the MB.OS operating system. Above all, this organisation is gearing up to improve its digital customer experience and profitability amid stiffening competition (Mercedes-Benz Group, 2024). The company also aims to improve manufacturing productivity using digital technologies, smart factories.

[bookmark: _Toc234771544] Current Performance

At present, the world is going through a very critical phase. Also, we can see that a lot of organisations and businesses are confused about what will happen in future. Rising inflation & interest rates, declining consumer spending, moderation in the real estate and automotive sectors & much more. While it is most certainly a difficult and uncertain situation, it is not affecting all businesses. Some businesses struggled due to the pandemic, while others did very well amidst the pandemic. According to (Mercedes-Benz Group Annual Report , 2024), despite inflation and chain disruptions, the entity was able to earn sizeable revenue and profits.

Mercedes-Benz has focused less on volume production than on innovation, luxury and high quality, and giving added value to customers. It has assisted in producing close benefits along with the international image of the company. In addition, a focus on costly initiatives including electric vehicles via EQ product range and software-defined vehicles is increasing the competitive position of the firm (Mercedes-Benz Group, 2024).

Nevertheless, the company has numerous performance challenges to overcome. Demand for electric vehicles has grown increasingly competitive as manufacturers, including Tesla, BYD and BMW, continue to expand their product portfolios and cut production costs. Likewise, enhanced environmental performance norms in Europe, North America and China will require sustained investment in battery technology, green manufacturing and carbon reduction. The production cost increased due to geopolitical instability, semiconductor shortage, and price fluctuation of raw materials. 

More than a quarter of a century, several organizations have diversified horizontally. To illustrate, the Walt Disney Company first entered into radio to create content for movie studios The company expanded into television to promote its recent rush of popular radio programs. M&A activities are increasing with each passing day as firms are interested in flexible growth strategies. The merger or acquisition brings about synergy by creating greater value than the individual worth of the shareholders. 
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 External Environmental Analysis

Mercedes-Benz Group’s strategic management is influenced by external factors in their business environment. A PESTEL analysis of the Mercedes Benz will take place in the strategic analysis of the company. Essentially, pest analysis attempts to identify the political, economic, social, technological, environmental and legal factors that affect organisational performance.
This PESTEL analysis of the Mercedes-Benz Group separates its political factors from tariffs trade policies. The increasing environmental controls are another factor. Many countries in Europe and the USA have set ambitious reduction emission targets. In addition to requiring technologies to meet emission standards, there are also tax breaks for electric vehicles. The corporate actions of Mercedes-Benz Group are guided by these regulations that compete with member states.
PESTEL analysis of Mercedes-Benz indicates that the automobile company is situated in a tough business environment. (Kotler and Keller, 2022) On one side increasingly stringent vehicle safety and emission regulations are being imposed and on the other rapidly evolving technology is being seen. Globalization, along with complex consumer segments creates managerial, legal and marketing challenges. The business world is getting more dynamic. Any organization must remain up to date with the market trends and pressures due to the current market scenario. In addition, there have been some market impulses we are sensing. We also hear experts speak about Disney Company whose practices in favour of social responsibility and sustainability make the subject of its analysis. The power of social pressure terminology started making its appearance in 1960; later the term became more defined. There is a growing consumer interest in environmentally friendly vehicles, advanced safety and advanced safety technologies as a result of social forces. Mercedes-Benz continues to expand its electric vehicle range and invest in connected mobility solutions (Kotler and Keller, 2022). 
The car business is being transformed by technological advancements, particularly in counterfeit reasoning and battery. Consequently, continued investment in exploration and invention is essential for maintaining its position against rival firms driven by innovation (Grant, 2022).

[bookmark: _Toc234771546]Internal Environmental Analysis

An internal environmental analysis allows organisations to assess the resources and capabilities that affect competitive advantage.  The strategic management models which are SWOT, VRIO and Value Chain Analysis help us examine the strengths and weaknesses internal factors of Mercedes Benz Group and at the same time which support long-term success (Barney and Hesterly, 2021) The SWOT analysis of Mercedes-Benz reveals that it is one of the most renowned brands in the world and a luxury automobile maker with key strengths. The company can combine these competencies to produce sophisticated electric vehicles, intelligent safety systems, and connected vehicle technologies, whereby they are maintaining a reputation for premium quality (Mercedes-Benz Group, 2024).  The other hand, this company has an internal weakness as well. Prices are limited to a small part of the market because of very high production costs that premium materials bring along. Additionally, it has been detected that Mercedes-Benz has not grown as rapidly in electric vehicle market as its competitors such as Tesla and BYD (Grant, 2022). The VRIO framework shows competitive advantage of Mercedes-Benz.

Owing to its core competencies, Mercedes-Benz has valuable, rare, and inimitable engineering and research capabilities as well as a globally recognised brand name. The organisation has the capability to strong differentiate for the long term (Barney and Hesterly, 2021). It has an effective support from organisational resources thus making this effective differentiation possible.  Still, further development of the software and batteries will require further enhancement of future investment competitiveness. Through Value Chain analysis, we see how Mercedes-Benz provides value on every level of production and business. Mercedes-Benz is investing in supplier partnerships, advanced manufacturing technologies, and digitized production systems to improve efficiency and quality.

Marketing tool enhances brand image through premium pricing, advertisements and customer events. Plus, the after-sales service including automobile and battery warranty expenses as well as connected car technologies and software upgrades helps enhance consumer satisfaction and allegiance (Porter, 1985). Hence, these Corporate Level Internal Strengths global luxury automotive market.

[bookmark: _Toc234771547] Strategy Formulation

According to a recent analysis of Mercedes-Benz’s strategic position, the company has solid competitive strengths but must adapt to technology disruption and growing foreign competition. Accordingly, the company must pursue a differentiation strategy based on technological leadership, digital transformation and sustainable premium mobility while strengthening presence in the fast-growing electric vehicle segment.

There should be quickened development of affordable premium electric vehicles for strategic priority. Mercedes-Benz has already established a robust market presence with its EQ range. However, the success of competitors including Tesla, BYD and BMW indicates the value of developing premium electric models across a broad spectrum of price points. This will help the organization draw in a younger clientele, while also helping increase market share in EVs.
In order to improve innovation while reducing development costs, Mercedes-Benz should also secure strategic partnerships with battery makers, semiconductor suppliers and IT companies. By collaborating, we ‘I improve resilience in the supply chain, hasten technological development, and reduce dependence on one vendor. Moreover, enhancing investment in battery recycling, renewable energy, and carbon-neutral manufacturing, would strengthen the company’s sustainability strategy and ensure compliance with tighter environmental regulations.
Mercedes-Benz would cumulatively enhance competitive advantages through technological innovation, operational resilience and sustainable value creation. Above all, they would help the firm to attain its global consumer’s most desired long-term vision of being the best luxury maker.


[bookmark: _Toc234771548]Conclusion and Recommendations

The report evaluates the strategic position of Mercedes-Benz Group AG in the fast-evolving global automobile industry. As is already clear from the above analysis, this company enjoys strong competitive advantages due to several factors. This company’s key strength consists of a globally renowned brand in the luxury segment. Besides, it has great engineering capabilities. It also invests heavily in research and development (R & D) activities. Moreover, the company has a very strong presence across international markets.

The company has, even these days, maintained its position amongst the top premium automotive manufacturers due to these strengths. This company has several other strengths apart from these.
However, the outside environment has degree of strategic challenge. Shift to electric vehicles, software-defined mobility, environmental regulation, supply chain disruption and the rapid global growth of competitors like Tesla and BYD necessitate change at the top level. The PESTEL and Porter’s Five Forces analysis showed that the competitive environment is growing complex. While the SWOT, VRIO and Value Chain analyses showed that the capacity to sustain competitive advantage would largely depend on the organisation having strong technological capacities and changing customer expectations.
According to the study, Mercedes-Benz must accelerate the shift to electrification as the range of high-end electric vehicles grows. Investing more money in Software Innovation, Artificial Intelligence and connected mobility services will enhance differentiation and generate additional long-term revenue streams. Also, doing more of such collaborations with technology companies and battery suppliers will build resilience in the supply-chain and promote innovation. Ultimately, additional investment in sustainable production, renewable energy and circular economy initiatives will bolster this environmental leadership while promoting long-term organisational resilience. As a result of this, Mercedes-Benz will be strongly positioned to retain global leadership in the premium automotive industry and to create sustainable value for customers, shareholders and society.
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