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Online Case Study (PART ONE)   

 
Daimler AG (Mercedes-Benz) 
 
Daimler AG, (formerly DaimlerChryslerAG), known globally by its world 
famous marque, Mercedes-Benz is a German based (Stuttgart) manufacturer 
of luxury cars, trucks and coaches. It also provides financial services through 
its Daimler Financial Services arm. It is the world's oldest automobile 
company. Its origins lie with the invention of the world’s first car by Karl Benz 
January 1886. A few months after Benz's achievement, Gottlieb Daimler (the 
parent company is named Daimler AG after him) and engineer, Wilhelm 
Maybach (today the Maybach marque is Mercedes’s most expensive 
production car) also produced an automobile, and in 1901 the first Mercedes 
vehicle was produced. In 1926, the merging of Karl Benz's and Gottlieb 
Daimler's companies resulted in the Daimler-Benz company, which produced 
the first Mercedes-Benz vehicles. Mercedes-Benz has, over the years, 
introduced many technological and safety that have become common in 
modern vehicles, including ‘radar assisted’ front hazard warning which applies 
the vehicle’s brakes automatically. Today, Mercedes is one of the largest 
(thirteenth largest manufacturer) and most respected vehicle manufacturers in 
the world, (with its distinctive three star badge) consistently appearing in the 
world’s top ten brand tables. The company also holds major stakes in 
aerospace group EADS, auto engineers McLaren Group, Japanese truck 
maker Mitsubishi Fuso Truck and Bus Corporation and US car maker Chrysler 
Holding, LLC. 
 
There are thirteen major players in the European automobile industry. These 
are BMW, DaimlerChrysler, FIAT, Ford of Europe, General Motors Europe, 
MAN Nutzfahrzeuge, (mainly commercial vehicles), Porsche, PSA Peugeot 
Citroen, Renault, Scania, Volkswagen (VW) and Volvo. Whilst these are 
European based, outside of Europe giants like Toyota and Nissan have 
manufacturing plants in Britain. SEAT, Audi, and Skoda all are part of The 
Volkswagen group. The UK has virtually lost its car manufacturing capacity, 
whilst Germany with Mercedes, VW and Porsche remain strong. Most of the 
European manufacturers are global in operation, with subsidiary 
manufacturing and component parts being located throughout the world. For 
example, Mercedes has a manufacturing plant in South Africa. Nearly one 
third of all passenger cars are manufactured in the EU, manufacturers 
producing 18.6 million passenger cars, trucks, and buses per annum 
representing 27% of world wide vehicle production (2006). The industry has a 
technology edge with euros 20 billion (2006) being spent on Rand D i.e. 4% of 
turnover.   
 
Motor manufacturing in Europe is a source of worker mobility, social, and 
cultural activity. More than 12 million families depend on automobile 
employment, with 2.3 million direct jobs and 10 million employed in related 
sectors, e.g. electrics, panel suppliers, tyres etc. Vehicle taxes delivered 
euros 41.6 billion in government revenues annually in 2006, 3.5% of GDP. 
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Today Mercedes-Benz has a full range of passenger, light commercial and 
heavy commercial vehicles. Production is on a Global basis. The Smart brand 
of city cars has also been part of the Mercedes-Benz Group since 1994. The 
brand came out of a co-operation with Swatch watches and Mercedes –Benz. 
Today the city car is all that remains of a ranger which included a five door 
saloon and a roadster. Traditionally, Mercedes–Benz has operated in the 
luxury car market segment, and though this is still true of its bigger range of 
passenger cars, the Maybach, R and S Class, it has made considerable 
inroads into the ‘small’, ‘economy’ and ‘sports utility’ markets. The ‘A’ Class 
saloon (known more famously for failing the so called ‘Moose Test’ when it 
first came out, is a much better car now and is competing, along with the ‘B’ 
Class saloon in the MPV/small car market with the likes of VW and its ‘Golf’ 
Range. The new ‘C’ Class saloon is giving BMW and the Ford Mondeo a run 
for its money. The ‘E’ Class saloon, in many ways the epitome of the 
Mercedes-Benz marque, is a smooth and highly competent performer, pitched 
against the bigger BMW’s, Jaguars and Volvos. With a huge range of 
engines, both Diesel and Petrol, and a host of extras to meet any customer 
demand, the car range is very impressive. Service and back up is essential to 
any car manufacturer and Mercedes –Benz has that in its dealership network. 
Today’s Mercedes come equipped with a host of extras, which in the past, 
had to be purchased separately, considerably adding to the cost. 

Daimler’s product range includes: 

a) Mercedes-Benz Cars – Mercedes Benz, (A, B, C, G, GL, CLK, CLS E, ML, 
R, S SL, SLK, SLR models), Mercedes-Benz-AMG, Maybach and Smart. 
Passenger car sales in 2007 were 1, 293, 200 units. Mercedes-Benz easily 
leads car sales in the luxury car market. Sales to the US were relatively static 
but strong in Eastern Europe (+37%), China (+64%) and South Africa (+14%). 
The Mercedes-Benz Cars division, with the brands Mercedes-Benz, AMG, 
smart, and Maybach, sold a total of 111,100 vehicles in May 2008, a decrease 
of four percent from the 116,000 units sold in May 2007. Unit sales over the 
first five months of the year rose ten percent at the division, however, 
reaching the new record level of 548,800 vehicles (January-May 2007: 
500,500). In May, the Mercedes-Benz brand delivered 98,100 new passenger 
cars, or five percent fewer than the 103,400 units recorded for the same 
month last year. Since the beginning of 2008, a total of 493,200 customers 
worldwide 

b) Commercial vehicles, trucks, buses and components-Freightliner, 
Mercedes-Benz truck group, Mitsubishi Fuso, Thomas Built Buses, Sterling 
Trucks, Western Star, Detroit Diesel, Mercedes-Benz, Daimler Buses, Orion 
Bus Industries, Setra, Mercedes –Benz vans. Daimler sold 467,000 heavy, 
medium and light trucks in 2007. There was a drop in demand from the US, 
Canada and Japan due to stricter emission regulations. Sales to Europe and 
Latin America rose 13% and Trucks Asia-Mitsubishi Fuso in particular rose on 
the back of strong exports to Indonesia.  
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In 2007, Daimler sold 39000 complete Mercedes-Benz, Setra and Orion 
buses and chassis worldwide. 

c) Daimler Financial Services- Mercedes-Benz, Mercedes-Benz Financial, 
Daimler Truck Financial Business for financial services in 2007, stood at 
Euros 27.6 billion. Growth stimulus mainly came from Europe, Africa, and 
Asia. 

The two companies which were merged to form the Mercedes-Benz brand in 
1926 had both already enjoyed success in the new sport of motor racing 
throughout their separate histories - both had entries in the very first 
automobile race Paris-Rouen in 1894. Mercedes has continued to take part in 
sportscar racing since. On several occasions Mercedes-Benz has withdrawn 
completely from motorsport for a significant period, notably in the late 1930s 
and in 19555 after a spectator was killed in the Le Mans 24 hour race. It was 
not until the late 1980s that Mercedes-Benz returned to front line competition, 
returning to LeMans and sportscar racing with Sauber. 

Mercedes-Benz is currently active in three forms of motorsport, Formula One, 
Formula three and DTM. In Formula One, the company part owns Team 
McLaren, and has supplied the team with engines since 1995. Its current 
drivers include Lewis Hamilton of the UK, who made a stunning Formula One 
debut in 2007, finishing second in the Championship in his rookie season. 
This partnership has brought success with world championships. The 
collaboration with McLaren has been extended into the production of road 
going cars such as the Mercedes Benz SLR McLaren. 

At the 2007 Frankfurt motor show, Mercedes-Benz showed seven hybrid 
models, including the F700 concept car which combined hybrid drive with the 
innovative DiesOtto engine. 
 
Since its inception, Mercedes-Benz had a reputation for quality and durability. 
Objective measures, such as J.D. Power passenger car surveys 
demonstrated a downturn in reputation in this area in the late 1990s and early 
2000s. By 2005, Mercedes temporarily returned to the industry average for 
initial quality, according to J.D.Power. In J.D. Power's Initial Quality Study for 
the first quarter of 2007, Mercedes showed dramatic improvement by climbing 
to 4th place, surpassing quality leader Toyota and earning several awards for 
its models. One reason for this was the bringing ‘in-house’ the manufacture of 
several hundred components, e.g. the E Class Saloon some two thousand. 
 

Mercedes-Benz automobiles are available at dealerships in over 130 
countries and their work fleet (trucks and commercial vehicles) are available 
from a group of dealers worldwide as well as the factory-direct. Purchasers of 
passenger cars have a delivery option whereby instead of picking the car up 
from a dealer, they can visit the factory in Germany and can pick up their car 
personally. As with several European brand automobiles, Mercedes has 
offered a European delivery option for purchasing of a Mercedes-Benz 
automobile for American customers. The dealership network underwent a 
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considerable change in the early 2000’s, responding, in part, to the change in 
European legislation, which envisaged the end of ‘tied and exclusive’ dealer 
networks. 
 
A feature of the UK car industry over the last twenty years has been the 
importation of cars direct by customers from the Continent at a cheaper price 
than the cars could be sourced in the UK through the authorized dealers. One 
way to combat this, was by dealers, allegedly, not honouring the full warranty, 
the cars being of slightly different UK spec. Other means of distribution has 
been by specialist car importers and web based dealer, for example 
www.jamjar.com, who again, offer a price dividend. 
 
Car manufacturers spend £ billions on every form of Advertising and 
promotion annually. ‘Above the line’ expenditure includes, TV, Bill board, 
Radio and on-line to name a few, and ‘below the line’ dealer trade in and 
manufacturers ‘cash backs’. Sponsorship, like Mercedes Formula One, and 
other Public Relations for yet other parts of the Integrated Communications 
mix. Personal selling is also key, as few buyers will purchase such a relatively 
high value and ‘emotional’ item as a car solely by ‘above the line’ exposure. 
The purchase can often be family orientated, so an opportunity to test drive, 
see the car and talk to a sales person is an essential part of the process. For 
company purchases, and fleet operators like car hire firms, reliability, price 
and economy are essential and so ‘negotiation’ and ‘relationship building are 
key.  
 
Manufacturers pay attention to the need to continuously monitor the market 
for trends and customer satisfaction. Mercedes is no exemption, paying close 
attention to customer feedback, especially when it is a new sale, via an after 
sales questionnaire, dealer call backs, newsletters etc. 

Key data for the group, from 2005-2007 is as follows: 

Table 1. Key Figures Daimler 2005-2007 (Euros millions) 

 2005 2006 2007 

Revenue 95,209 99,222 99,399 

Operating Profit (loss)/EBIT 2,873 4,992 8,710 

Operating Margin 3.0% 5.0% 8.8% 

Dividend per share 1.50 1.50 2.0 

Total Assets 228,012 217,634 135,094 

Equity Ratio 15.1% 16.5% 26.8% 

Net Assets (annual average) 48,313 48,585 39,187 

Number of 
employees(annual average) 

296,109 277,771 271,704 

Source: Daimler AG (2007) 

http://www.jamjar.com/
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The sale of the Chrysler, with whom Daimler merged in 1998, may well have 
had an effect on the figures, along with other factors (see Section on Selected 
Markets. 

DaimlerChrysler was founded in 1998 when Daimler-Benz (1926-1998) 
merged with the US-based Chrysler Corporation. The deal created a new, 
what seemed at the time, a synergistic entity, DaimlerChrysler. However, the 
buyout failed to produce the trans-Atlantic automotive powerhouse 
dealmakers had hoped for, and DaimlerChrysler announced on 14 May 2007 
that it would sell Chrysler to Cerebrus Capital Management of New York, a 
private equity firm that specializes in restructuring troubled companies. 
DaimlerChrysler had reportedly approached other carmakers and investment 
groups to sell Chrysler in early 2007. General Motors was reported to be a 
suitor while VW, the Renault-Nissan auto alliance, and Hyundai Motor 
Company had said that they weren't interested in buying the company. The 
terms saw Daimler pay Cerberus US$650 million to take Chrysler and 
associated liabilities off its hands. This represented a huge difference 
between the US$36 billion paid to acquire Chrysler in 1998. Of the US$7.4 
billion purchase price, Cerebrus Capital Management will invest US$5 billion 
in Chrysler Holdings and US$1.05 billion in Chrysler’s financial unit. The de-
merged Daimler AG received US$1.35 billion directly from Cerberus but 
directly invested US$2 billion in Chrysler itself. 

On October 4, 2007 a DaimlerChrysler Extraordinary Shareholders' Meeting 
approved the renaming of the company. From October 5, 2007, the company 
has been titled Daimler AG. The US Company adopted the name Chrysler 
LLC when the sale completed on 2 August 2007. The original agreement 
stated that Cerberus would take an 80.1 percent stake in the new company, 
Chrysler Holding LLC. DaimlerChrysler changed its name to Daimler AG and 
retained the remaining 19.9% stake in the separated Chrysler. 

Throughout most of its history, Chrysler has been the third largest of the ‘Big 
3’ US auto makers, but in January 2007, DaimlerChrysler, excluding its luxury 
Mercedes and Maybach lines, also outsold traditionally second place Ford, 
though behind General Motors and Toyota. Lee Iacocca of Chrysler was once 
one of the ‘icons’ of the ‘academic’ literature, renowned for transforming 
Chrysler.  Chrysler reported losses of US$1.5 billion in 2006. It then 
announced plans to lay off 13,000 employees in mid-February 2007 close a 
major assembly plant and reduce production at other plants in order to restore 
profitability by 2008. 

The merger was contentious with investors launching lawsuits over whether 
the transaction was the 'merger of equals' that senior management claimed or 
actually amounted to a Daimler-Benz takeover of Chrysler. The merger was 
also the subject of a book Taken for a Ride: How Daimler-Benz Drove Off 
With Chrysler, (2000) by Bill Vlasic and Bradley A. Stertz. 
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Another issue of contention is whether the merger delivered promised 
synergies and successfully integrated the two businesses. As late as 2002, 
DaimlerChrysler appeared to run two independent product lines. Later that 
year, the company launched products that appear to integrate elements from 
both sides of the company, including the Chrysler Crossfire, which used 
extensive Mercedes parts. 

The average age of the European car fleet is 8 years, and about 70% of cars 
on the EU roads are less than 10 years old. The average annual distance 
travelled by a car in the EU is 15000 kms, 30% of which is diesel powered. 
Car density per 1000 inhabitants in Western Europe is 508 and in new 
member states it is 186 (2005).  
 
The following gives a selection of three car markets, one ‘mature’, the UK , 
the other where some ‘emergent’ markets are doing well and finally, ‘other’ 
world markets which are a mixture of ‘emergent’ and ‘mature’ markets: 
 
a) The United Kingdom.   
 
The UK new car market has eased in recent years, after a peak of 2.579mn in 
2003. The market is now contested by many marques. Fuel-efficiency is a big 
issue. The new Commercial vehicle market is strong and stable, due to robust 
demand for vans, but with some major distortions. The UK vehicle output has 
declined, but will recover over the next 18 months. 
 
In 2006 the UK new car market eased to 2.345mn units, its lowest level since 
2001. The market is expected to be flat this year. The CV market almost 
matched the 2004 peak of just under 390,000 units in 2006. The LCV market 
accounts for almost 85% of all CV registrations and remains robust. HCV 
registration growth has stalled on the downside of major regulatory changes in 
2006. 
 
b) Emergent markets 
 
Global markets are very positive, largely driven by Asian demand, in particular 
in China and India. 

Table 2. Market size and growth – New car registrations (in 000’s) 

Market 2001 2006 % Change 

ASEAN 1167 1893 62% 

India 818 1750 114% 

Ukraine 75 371 395% 

Russia (light 

vehicles) 

1272 2129 67% 

MERCOSUR 1778 2389 34% 

Source: VDA, Global Insight, ACEA (2007/8) 
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c) Other markets 

Table 3. Market size and growth – New car Registrations (in 000’s) other selected 

world countries  

Market 2004 2005 2006 % Change 

Europe 19680 20928 21446 2.5 

USA 17298 17445 17048 -2.3 

Brazil 1581 1715 1928 12.4 

Japan 5853 5852 5740 -1.9 

South Korea 1131 1184 1218 2.9 

China 4574 5314 6560 23.4 

Rest Of the 

World 

1503 1557 1709 3.1 

Source: ACEA, VDA (2007/8) 

 

Table 4. Daimler AG market share  

Vehicle 2007 2006 

Mercedes-Benz cars   

   Europe 4.6 4.6 

   USA 1.6 1.5 

Daimler Trucks   

   Med Heavy-Europe 21.7 22.0 

   Heavy -NAFTA 32.7 33.2 

   Med-Heavy-Brazil 30.7 31.9 

Mercedes-Benz Vans- 

Europe 

16.4 16.0 

Buses-Western Europe 26.0 25.4 

Source: Daimler AG (2007) 

 
The next ten years holds a somewhat uncertain future for the world’s vehicle 
manufacturers. The industry leading giants, like US car maker General 
Motors, has been posting annual loses of UD$ billions for a few years now. 
Despite Computer Assisted Design and Manufacture, (CAD and CAM), 
outsourcing and the use of new materials, keeping costs of manufacture down 
are a struggle. To say, ‘things could be better’, would probably be an accurate 
description in the short term. 
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In traditional and mature markets, like Europe and the US, certain forces are 
at work, making life not easy for the large manufacturers. The US has its own 
product specification and safety laws, making exports there at least requiring 
product changes. For Europe, cutting CO2 emissions and recycling is a 
priority for the EU bureaucrats and legislation. The current financial credit 
crisis is making consumers think twice about their new car purchases and so 
used cars are becoming an increasing attraction. There is simply too much 
‘metal’ about in the markets. Added to this is the rapidly increasing cost of 
fuel, now becoming a major factor for car buyers Competition from the 
Eastern manufacturers like Toyota, Nissan, Mazda and the Koreans, like Kia 
and  Hyundai, offering unbelievable 5 and 7 year warranties as well as ‘fully 
loaded’ vehicles, are a constant threat. Coupled with this is the eco argument, 
especially the one on the need to find quickly an alternative to fossil fuels, 
hence the development of hybrid cars, like the Toyota Prius. These forces, 
amongst others, is a headache for car makers in planning new models, for, in 
spite of the many advantageous computers have brought in shortening the 
‘concept to market’ time, a new model can still take up to 2 years, and more, 
to see the light of day. 
 
New markets, like the burgeoning demand from China and India, should, in 
theory, provide some respite for the industry. But even here, there are 
problems. China, for example, has not yet fully implemented its WTO 
commitments across a wide range of areas, causing real concern. China also, 
via regulations both implemented and some proposed, is creating non-tariff 
barriers. On top of such restrictions, the eco lobby is busy targeting countries 
like China and India, to cut its CO2 emissions and pollution. Of course, in all 
markets, the ‘anti- globalization lobby’ is omni-present. 
 
Daimler AG, with its diverse product line, is facing these future challenges, on 
all fronts. 
 
 
 
Sources 
Daimler AG Annual Report (2007), www.daimler.com (accessed 14th June 
2008).  
European Automobile Manufacturers Association (ACEA), www.acea.be 
(accessed 18th June 2008). 
 

 
 
Discussion Questions 
 
1. Identify the global marketing ‘environmentals’ in this case. Show, with 

reference to Daimler’s product-markets, how it might monitor and meet 
these environmental challenges in the next 3 years. 

 
 
 

http://www.daimler.com/
http://www.acea.be/
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2. Using appropriate concepts and techniques: 

a) Describe the basis on which Daimler segments its current markets and 
suggest alternative bases, fully justifying your answer. 

b) Conduct a new market opportunity analysis for Daimler’s range of 
products over the next 3 years. 

 
3. With reference to the information available in the case and your 

observations, identify the social and ethical issues which are impacting on 
Daimler’s global market operations currently and in the future. How should 
the company respond to these issues? 

 
 
 

 

 

 

 
 


