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[bookmark: _Toc193545403]Introduction
In the dynamic realm of business and market competition, established firms see entrepreneurial firm-level behaviour as a path to sustainable competitive advantage. Two common manifestations of this behaviour are pioneering or following which means that firms have the strategic choices to innovate or imitate. According to Dreiling and Bican (2022), pioneers are first movers, companies that enter into a market by introducing novel products or services. They benefit from absence of competition and innovative positioning, however, market uncertainties and high development costs present significant challenge.  On the other hand, follower companies first observe the success or failure of pioneers and then enter into the market with similar or better offerings. Thus, followers, or early entrants, benefit from information available on competitor performance, market demand and consumer behaviour. However, the established market share and position of pioneers can make it challenging. 
The relevance and suitability of any of these two choices depends on a firm’s internal capabilities as well as external industry environment. This report presents the relative advantages of being a pioneer and a follower company along with successful examples of both. Furthermore, the product life cycle strategies adopted by both companies, particularly during growth and maturity stages, are also discussed. Theoretical frameworks such as Porter’s five forces, Ansoff matrix and Resource-Based View will be used to support the analysis. 
[bookmark: _Toc192455110][bookmark: _Toc193545404]Advantages of being a pioneer and follower company
[bookmark: _Toc192455111][bookmark: _Toc193545405]Advantages of being a pioneer company
Fischer, Henkel and Stern (2019) argue that pioneers often enjoy sustainable market share and pricing advantages. First, they can build a strong brand reputation for being the first-mover and capture a large market share as they face little to no competition. Similarly, they are also able to develop a loyal customer base as when information about a product is limited, customers usually tend to stick with the brand that was the first to introduce that product. Second, due to the limited number of brands offering the product, pioneers can maximize revenues through higher prices during the initial stages, even though the sales volume is generally low. Thus, they can achieve a temporary monopoly. 
Furthermore, from the lens of the Porter’s five forces framework, Srinivas, Zagone and Therattil (2014) argue that pioneers also have the advantage to raise barriers to entry for other rivals. This can be done by maintaining technology leadership, controlling market resources such as access to suppliers and keeping the switching costs high. Pioneers may use patents and intellectual property rights to maintain technology leadership and control resources. In the consumer goods industry, pioneers also enjoy high buyer loyalty. Fischer, Henkel and Stern (2019) support this with the example of medical device space as they found that when buyers are deciding to switch to a new (different) technology, they are often resisted by pushbacks from the user (surgeon).
[bookmark: _Toc192455112][bookmark: _Toc193545406]Examples of successful pioneer companies
1. [bookmark: _Toc193545407]Amazon Web Services
According to Trainer (2022), Amazon pioneered the cloud services market with Amazon Web Services (AWS) and gained a huge first-mover advantage even before most of the investors knew of its existence, and once it became well-known, the firm was successful in gaining the most out of its pioneering strategy. Leavy and Zhao (2021) argue that capitalizing on this first-mover advantage has allowed the firm to dominate the market with a market share of 40.8% as of 2020 (Gartner, 2021). Figure 1 shows that as of the end of 2024, Amazon continues to hold the largest share in the cloud services market. 
[image: Infographic: Amazon and Microsoft Stay Ahead in Global Cloud Market | Statista]
[bookmark: _Toc192454987][bookmark: _Toc193545341]Figure 1: Amazon's leading share in the Global Cloud Market (Richter, 2024)
2. [bookmark: _Toc193545408][bookmark: _Toc192455113]Apple
Another example of pioneer strategy is Apple’s launch of iPhone. According to Park (2021), Apple’s introduction of iPhone is a successful example of pioneer strategy or first mover advantage. The firm leveraged its technological innovation and premium branding capabilities to create a new segment in the smartphone market. Additionally, product-level determinants such as the control over iOS operating system and the App Store ecosystem helped Apple increase the switching costs, thus maintaining a strong competitive position. While maintaining this competitive advantage has brought its own challenges for the company such as the need to continuously invest in Research and Development (R&D), Ansari (2024) states that Apple has been successful in completely transforming the mobile market for the good of consumers. Statistics suggest that Apple’s iOS has a loyalty rate of 90% as compared to that of its competitor Samsung which is 70%. This loyalty rate has helped Apple maintain its originality and pioneer status. 
[bookmark: _Toc193545409]Advantages of being a follower company
Rao (2016) argue that followers can learn from the experience of pioneers and thus avoid many of the costs or challenges faced by the latter. Some of the main advantages for follower companies are that they can have a ‘free-ride’ on the followers’ technology and then surpass them through incremental innovation. By the time followers enter the market, some of the technological improvements have already been made available in the general market which they can integrate into their products. Thus, followers have the opportunity to combine Porter’s cost leadership strategy with natural technological improvements to strengthen their positioning and gain better growth than those focusing only on cost leadership. 
Similarly, Kamp and Ruiz (2023) found that Pioneers may get onto a wrong product course as consumer preferences are usually not clear in the beginning. They are also required to invest their resources on educating the customers about the product. On the contrary, followers can avoid these challenges as by the time they enter the market, customer preferences are already much clearer and understanding of the product has been widely established. Thus, followers take benefit from observing the change in consumer preferences and, upon their entry into the market, focusing on the major segment of routine buyers rather than a small segment of early adopters. 
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1. [bookmark: _Toc193545411]Huawei
Guo et al. (2019) argue that during the evolution of telecommunications industry in China from 1980s to 2014, Huawei presents a prominent example of successful follower strategy. During this time period, the firm capitalized on the market opportunities by developing its own market-seeking and technology-building capabilities. As a latecomer in the telecom market, Huawei gradually accumulated capabilities in both technology and marketing, learning from the established foreign firms in the market, and eventually gained the position of a market leader in both domestic and global markets, as evident from its brand value of 31.1 billion US Dollars – highest in the telecommunication market – illustrated in figure 2. 
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[bookmark: _Toc192454988][bookmark: _Toc193545342]Figure 2: Ranking of telecom infrastructure companies by brand value in 2024 (Statista Research Department, 2024)
2. [bookmark: _Toc193545412]Samsung
Park (2021) highlights Samsung’s successful fast follower strategy in the smartphone market. While Apple had the first mover advantages, Samsung was able to differentiate itself by leveraging its manufacturing capabilities and offering products for a large consumer base. Tan (2023) found that while Apple, being the pioneer, retained its leadership position in the high-end smartphone market, Samsung identified the consumer need for mid-range and low-end smartphones and offered competitive prices to dominate these markets and generate revenues. Table 1 shows their relative shares in these market segments.
	Smartphone Market Segment
	Market Share - Apple
	Market Share - Samsung

	High-end
	66%
	32%

	Mid-range and Low priced
	6%
	44%


Table 1: Source: Tan (2023)
[bookmark: _Toc192455115][bookmark: _Toc193545413]Product life cycle (PLC) strategies implemented by successful pioneer and follower companies
A product life cycle consists of four stages through which a product flows. These stages are illustrated in figure 3. According to Udokporo (2021), the introduction stage is when a product is introduced in the market. This stage may be characterized by substantial investments, high R&D costs, a relatively small market share and low sales. Depending on the product category, this stage may also be marked by less competition and high prices. On the contrary, the decline stage is marked by market saturation which is followed by a reduction in product demand and sales. Depending on the product category, during this stage, sales may either becomes zero or stay at a very low level for longer periods. The key characteristics of the decline stage are decreasing market share and profits until ultimately the product is withdrawn from the market. 
[image: Product Life Cycle Diagram]
[bookmark: _Toc192454989][bookmark: _Toc193545343]Figure 3: Stages of a Product Life Cycle (TWI, 2021)
The diffusion of innovation theory, as illustrated in figure 4 by JWPM Consulting (2023), divides customers into five categories of innovators, early adopters, early majority, late majority and laggards. Their research suggests that, from the perspective of this theory, pioneers usually appeal to innovators and early adopters that usually have a high socio-economic status and openness to take risks and try out new and innovative offerings. On the contrary, the population usually targeted by followers are early and late majority and laggards. These segments are price sensitive and less willing to take risks with novel products. Thus, they adopt products only when their performance has been guaranteed. Based on these target populations, pioneers and followers adopt different strategies during their growth and maturity stages. These strategies are explained in detail below. 
[image: https://jwpm.com.au/media/pages/reference/product-lifecycle-and-the-diffusion-of-innovation/79d909bd7e-1693451086/product-lifecycle-difusion-of-innovation.jpg]
[bookmark: _Toc192454990][bookmark: _Toc193545344]Figure 4: Diffusion of innovation curve (JWPM Consulting, 2023)
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[bookmark: _Toc192455118]According to Gómez, Pérez-Aradros and Salazar (2021), during the growth stages pioneers benefit form an increased acceptance of innovation and diffusion of information which accelerate the rate of adoption. In this stage, pioneers try to find the best fit among the three isolating mechanisms of technology leadership, pre-emption of scarce assets and switching costs/buyer choice under uncertainty. This balance can be achieved by adopting Porter’s differentiation strategy and helps the firms increase their market share and revenues. The differentiation strategy also helps pioneers build brand name which serves a source of sustained competitive advantage during the later stages. 
[bookmark: _Toc193545416]Followers
	Gómez, Pérez-Aradros and Salazar (2022) found that during growth stages, followers confront increasing customer demand and price sensitivity as well as high competition from established pioneers. This requires them to focus on market penetration strategy driven by cost-leadership. They can achieve brand growth by positioning themselves for greater quality or additional product features than those offered by pioneers.  
[bookmark: _Toc192455119][bookmark: _Toc193545417]Maturity stage strategies 
[bookmark: _Toc192455120][bookmark: _Toc193545418]Pioneers
Davis and DeWitt (2021) argue that from the Resource-Based View (RBV), organizations at this stage focus on gaining resources that are imperfectly imitable, before competitors can implement similar strategies. Examples of such resources may include access to extensive distribution channels or developing a complex supply chain. Such resources help raise the barriers of entry for late movers and give a sustained competitive to pioneers.  
[bookmark: _Toc192455121][bookmark: _Toc193545419]Followers
According to Gómez, Pérez-Aradros and Salazar (2022), as the markets mature, the level of uncertainty reduces and more customers are willing to buy the product. However, these customers also have a low willingness to tolerate any risks or to pay for the product if its success is not guaranteed. Therefore, in this stage, followers combine cost-leadership strategy with product improvements that are not breakthrough changes but guarantee success. However, in markets where technological change is rapid, followers may also have to engage in some degree of differentiation as the cost-leadership strategy alone may become of inferior effectiveness, given the rapid rate of innovative improvements. 
[bookmark: _Toc193545420]Examples
1. [bookmark: _Toc193545421]Tesla as a Pioneer
Rowland (2023) argues that adopting a differentiation strategy had enabled Tesla to attract early adopters of Electric Vehicles in the global automobiles market. However, with the entry of other rivals in the market and the advancement of market towards maturity stages, the competition is increasing. As illustrated in figure 5, while Tesla still holds the largest share of EV market, the gap between its own share and that of its Chinese rival BYD is closing. At this stage, for continued market leadership, Tesla is adopting different strategies such as vertical integration to gain control of most of its resources. It is bringing continuous innovation for sustained competitive advantage.
[image: Infographic: Tesla and BYD Claim a Third of the Global BEV Market | Statista]
[bookmark: _Toc193545345]Figure 5: Tesla's share in the Global EV market (Zandt, 2025)
2. [bookmark: _Toc193545422]Netflix as a Pioneer
Feeney (2024) states that Netflix had the first-mover advantage in the streaming service. During its growth stages, the company rapidly gained a significant market share. Figure shows the year of launch of Netflix, Amazon Prime and Disney+ along with the number of their subscribers as of 2024. As the streaming market has reached its maturity, Disney+ recorded net losses at the end of FY2024 while on the contrary, Netflix reported a net income of $2.3 billion. Part of this can be attributed to its strategy of entering into contracts and partnerships with local internet service providers and device manufacturers which helped it maintain its popularity and profitability. 
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[bookmark: _Toc193545346]Figure 6: Netflix, Amazon Prime and Disney+: Year of launch and Current count of subscribers (Feeney, 2024)
3. [bookmark: _Toc193545423]Toyota as a Follower
While now a major industry leader, Toyota entered the market as a follower by analysing the strategies of American competitors including Ford and General Motors. Khan and Muhammad (2022) state that the company has been following a cost-leadership strategy through its Toyota Production System that is built on automation, Jut-in-Time, Kanban, flexible production and Kaizen. These tools have helped it achieve cost reduction through incremental improvements in both product and production technologies. This production system is one of the reasons behind Toyota’s significantly higher operating margin as compared to Ford and General Motors, as shown in table 2.
	Company
	Operating Margin (FY2024)

	Toyota Motor Corp
	11.87%

	General Motors Company
	6.82%

	Ford Motor Co
	2.82%


Table 2: Source: CSI Market (2024)
[bookmark: _Toc193545424]Conclusion
To conclude, the first section of the report discussed the distinct advantages associated with two strategic choices of pioneering and following. On one hand, pioneer, exemplified by the success of Amazon Web Services and Apple’s iPhone, capitalize on first mover advantages of establishes brand reputation, opportunity to gain a significant market share, temporary monopoly, customer loyalty, technology leadership and high switching costs. However, they face risks associated with high development costs and market uncertainties. On the other hand, followers like Huawei and Samsung can leverage the market knowledge by observing the experiences and performance of pioneers. They can achieve cost-leadership by enhancing efficiencies and deploying technological improvements. Cost leadership helps them target a wider customer base, however, they also have to face competition from already established first movers. 
The second section of the report used diffusion of innovation theory to outline the strategies implemented by pioneers and followers throughout their product life cycle, with a focus on growth and maturity stages. Pioneers focus on differentiation strategy for growth, while as the market matures, they try to acquire resources that can serve as a sustained competitive advantage. Conversely, followers tend to adopt cost-leadership strategies for market penetration during growth stages. As the market matures, while the focus on cost-leadership strategy is sustained, it is also combined with product improvements to give a perception of better quality and performance. Examples of Tesla, Netflix and Toyota are discussed to support the relevance of these strategies.
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