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Abstract

This article analyzes the competitive strategies and market positions of three global automotive
giants—Toyota, Tesla, and BMW. Using Porter s Five Forces Model, it delves into the strategies these
companies employ in brand development, product innovation, and global market expansion. BMW
maintains its competitiveness in the luxury car market through strong brand equity and premium
positioning. Toyota achieves economies of scale and a robust global presence through operational
efficiency and broad market appeal. Tesla leverages its innovative capabilities and early mover
advantage in the electric vehicle (EV) market to solidify its market position. Additionally, the article
explores how each company addresses buyer bargaining power, supplier bargaining power, threat of
substitutes, and threat of new entrants.
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1. Introduction

Success in the dynamic global automobile market of today depends on the competitive strategies that
businesses create. This is especially important for the auto sector. This essay will look at the
competitive tactics of the top three automakers in the market—Toyota, Tesla, and BMW—to see how
they manage to stay ahead of the intense rivalry. In addition to holding sizable market shares in their
respective niches, the three businesses have taken distinct approaches to brand development, product
innovation, and global market expansion. By exploring these tactics, we may gain a deeper
understanding of how these well-known, global automakers respond to consumer demands and

53


mailto:h15202189770@126.com
http://www.scholink.org/ojs/index.php/mmse

www.scholink.org/ojs/index.php/mmse Modern Management Science & Engineering Vol. 6, No. 2, 2024

preserve their positions as market leaders.

2. Three Corporate Background Information

The sales data for the three automakers—Toyota, Tesla, and BMW—from 2020 to 2022 illustrates the
fluctuations in their respective sales over that time frame. This is a brief summary of the information:
BMW: BMW saw a rise in sales from 2.324 million to 2.52 million in 2020-2021, but a decline to 2.4
million in 2022. Competition in the market, shifts in the global auto industry, and other variables could
have an impact on this.

Tesla: The sales figures for Tesla over the last three years are impressive, rising from 509,737 in 2020
to 930,422 in 2021 and finally to 1,369,611 in 2022. This demonstrates Tesla's continuous upward
tendency, which is probably caused by the market's rise for electric cars as well as people's growing
interest in environmentally friendly transportation.

Toyota (TM): Over the course of the three years, Toyota's sales have increased marginally from 9.52
million in 2020 to 10.5 million in 2021 and have stayed consistent at 10.5 million in 2022. One of the
biggest automakers in the world, Toyota may have maintained its market dominance due to its
consistent sales.

When these numbers are combined, they demonstrate how the three businesses are doing in terms of
sales (See Figure 1). While Tesla has grown significantly during this time, BMW has seen some
fluctuation, and Toyota's sales have remained largely consistent. Numerous factors, such as product
innovation, market demand, competitive environments, and worldwide economic conditions, might

have an impact on these shifts.
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Figure 1. The Sales Performance of the Three Companies Has Been Compared with Operating

Income Car Sales from 2020 to 2022
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The three automakers' combined net profit performance from 2020 to 2022 is as follows:

1) Tesla: Over the course of three years, Tesla's net profit increased significantly, from $0.862 million
in 2020 to $1,258.7 million in 2022, demonstrating the company's excellent profitability in the electric
vehicle market.

2) Toyota: From $1,9101 million in 2020 to $2,536.6 million in 2022, Toyota's net profit grew year,
demonstrating the company's strong and lucrative performance in the global car industry.

3) BMW: Over the course of the three years, BMW's net profit increased significantly as well, rising
from $393.9 million in 2020 to $1,890.3 million in 2022, indicating a marked improvement in the
company's financial performance.

When combined, the three businesses produced positive net profit growth throughout the time frame,
showcasing their competitiveness in the global automobile market, electric car sales, and brand
positioning. (See Figure 2)

Based on the level of net profit, the ranking is as follows:

2022: Tesla > Toyota > BMW

2021: Toyota > BMW > Tesla

2020: Toyota > BMW > Tesla
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Figure 2. Company net Profits in Billions from 2020 to 2022

The chart compares BMW, Toyota and Teslas' AD spending from 2020 to 2022. (See Figure 3)
Toyota:
2020: $180 million

2021: $170 million
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2022: $155 million

Toyota's AD spend declined slightly in those three years, from $180 million in 2020 to $155 million in
2022. This may reflect some adjustment or change in strategy in advertising.

BMW:

2020: $1.094 billion

2021: $1.329 billion

2022: $1.525 billion

BMW's advertising spending has shown a steady growth trend over the three years, from $1.094 billion
in 2020 to $1.525 billion in 2022. This may indicate a strong investment in marketing and brand
building.

Tesla:

2020 to 2022:0

Tesla did not publicly report advertising spending in those three years. This may reflect Tesla's
different approach to marketing than traditional automakers, focusing on word-of-mouth, social media
and direct sales.

Overall, both Toyota and BMW have invested significant resources in advertising over this period, with
BMW in particular experiencing a significant increase in advertising spending. Tesla, on the other hand,
seems to be focusing more on non-traditional marketing channels, possibly through word of mouth and
social media to drive the brand. The change of advertising investment may be closely related to the

company's marketing strategy, new product launch and other factors.

Advertising Spending from 2020 to 2022
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Figure 3. Company Advertising Spending in Billions from 2020 to 2022
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3. Porter’s five forces Model
According to the annual reports and market report from these company, the figure of the Net Profit

Margin, Market Share in Segment, Sales Growth have shown below

Company Net Profit Margin (2022) Market Share in Segment Sales Growth (2023-2023)
BMW 5.5% 39.4% in Luxury Segment 7.3%

Toyota 7.5% 11.5% in Global Automotive Market (2022) 7%

Tesla 15% 23% in EV Market 38%

3.1 Existing Level of Competitive Rivalry in the Industry

The automotive industry, characterized by high capital investment and economies of scale, exhibits
intense competitive rivalry. Market share data for BMW, Toyota, and Tesla illustrate this competition.
BMW holds 18% of the luxury segment, emphasizing brand prestige and quality, indicating fierce
competition based on brand value and product differentiation. Toyota, with 11.5% of the global
automotive market, demonstrates broad market appeal and efficient production capabilities,
highlighting a strategy based on operational excellence and volume sales. Tesla, commanding 38% of
the EV market, focuses on technological innovation and environmental trends, capturing a significant
share in a rapidly growing and competitive segment. These snapshots show that rivalry is driven not
only by volume but also by strategic segmentation, with each competitor leveraging its strengths in
distinct market niches.

3.2 Buyer Bargaining Power

In the context of Porter’s Five Forces, the bargaining power of buyers significantly impacts market
dynamics. For luxury vehicles, buyers have lower price sensitivity but higher demands for quality and
brand prestige, as reflected in BMW's 18% share in the luxury segment, where brand loyalty mitigates
buyer power. In contrast, Toyota's broader market appeal suggests higher buyer bargaining power due
to a wider range of alternatives and price sensitivity in non-luxury segments. Tesla’s 38% share in the
EV market indicates a unique dynamic; while the higher initial investment in EVs can increase buyer
power due to long-term savings and environmental concerns, Tesla’s strong brand reduces this power
by offering fewer comparable substitutes in terms of technology and prestige.

3.3 Supplier Bargaining Power

The bargaining power of suppliers can fluctuate based on the market share and the strategic importance
of the suppliers’ products. BMW's significant share in the luxury market can potentially reduce supplier
power due to BMW's ability to command higher volumes and impose stringent quality requirements.
Conversely, Toyota’s extensive global presence and diversified supplier base likely dilute any single
supplier's influence over the company, reflecting Toyota's strong bargaining position.

Tesla's focused market share in the EV sector, however, presents a different scenario. Given the

specialized nature of electric vehicle components, suppliers of battery technology and rare materials
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might wield significant power. The innovation-driven approach of Tesla necessitates cutting-edge
components, potentially increasing supplier bargaining strength (Lopez, 2022). Nevertheless, Tesla’s
commitment to developing its own battery production capabilities could be a strategic move to
counteract this power.

3.4 Threat of Substitute Products

The threat of substitutes in the automotive industry varies by segment. For BMW, the luxury car
market faces substitutes in the form of high-end experiences or investment in other status symbols,
which may be less susceptible to economic downturns than luxury vehicles. Toyota's broad market
positioning faces direct threats from other automotive manufacturers and public transportation,
especially in urban areas with robust transit infrastructure.

Tesla's EV market share is threatened by the rapid development of new EV models by established
manufacturers and new entrants. Moreover, alternative green technologies like hydrogen fuel cells
present a long-term substitute threat (Robinson, 2023). However, Tesla’s early mover advantage and
brand strength in the EV space may mitigate this threat to some extent.

3.5 Threat of New Entrants

The automotive industry presents significant barriers to entry, including high capital requirements and
stringent regulatory standards. BMW's established brand in the luxury segment poses a formidable
barrier to new entrants, who must overcome substantial brand loyalty and reputation. Toyota's
extensive production and distribution networks serve as barriers that protect its market share from new
competitors.

For Tesla, the threat of new entrants is particularly relevant in the EV space, where technological
innovation is rapid. However, Tesla's substantial investments in charging infrastructure and battery
technology development create high entry barriers for potential competitors. The company's established
market presence and continuous innovation efforts act as deterrents to new firms considering entering
the market.

3.6 Competitive Advantage Analysis

In light of the analysis based on Porter’s Five Forces Model, determining which company holds a
competitive advantage requires a synthesis of the factors discussed. BMW's competitive advantage lies
in its strong brand equity and premium positioning in the luxury segment, which allows it to maintain
profitability despite lower volumes compared to mass-market vehicles. Toyota's advantage is its
operational efficiency and broad market appeal, which enables it to achieve economies of scale and a
robust global presence.

Tesla’s competitive advantage stems from its innovative capabilities and early mover advantage in the
EV market. Its focused strategy on electric vehicles and the technology that supports them allows it to
stay ahead in a rapidly growing market niche Tesla’s continued investment in research and

development, along with its direct-to-consumer sales model, further reinforces its market position.
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Considering the differentiated strategies and market positions, Tesla appears to have a competitive edge
in the EV market, which is poised for growth as the world shifts towards sustainable energy. BMW
maintains a strong position in the luxury market through its brand strength, and Toyota's competitive
advantage in operational efficiency and global reach makes it a dominant player in the automotive
industry.

The strategic focus on sustainability, innovation, and brand development positions Tesla to potentially
maintain and enhance its competitive advantage as the market for EVs expands. However, it should be
noted that competitive advantages are dynamic and can shift with changes in market conditions,

consumer preferences, and technological advancements.

4. Competition Mode and Business Strategy

4.1 Toyota vs Competitors

Toyota stands out among its competitors (such as Honda, Nissan, Subaru, Hyundai, Jeep, Ford, and
Chevrolet) due to its excellence in safety, resale value, environmental friendliness, reliability,
technology, and affordability. For instance, 12 of Toyota’s top models were named “Top Safety Picks”
by the Insurance Institute for Highway Safety. Its hybrid model, Prius, is a benchmark in the
eco-friendly car market. Additionally, models like the Camry and Tacoma perform exceptionally well
in resale value, with 90% of all Toyota Corollas sold in the last ten years still on the road today. Toyota
offers advanced technology features like the Entune™ multimedia system and provides economical
options through promotional events like the Annual Clearance Event.

4.2 Tesla's Five Biggest Competitive Advantages

Tesla's competitive advantages are mainly in its battery supply chain, supercharger network, software
updates, brand image, and artificial intelligence. Tesla produces batteries at scale through its
Gigafactory, significantly reducing costs. Its proprietary supercharger network offers efficient charging
opportunities. Frequent over-the-air software updates continuously improve vehicle features. Tesla’s
strong brand image and exceptional product quality have earned high consumer recognition.
Additionally, Tesla's autonomous driving capabilities are continuously enhanced through neural
network training using data from Tesla owners.

4.3 BMW's Competitive and Growth Strategies

BMW ensures success in the global market through differentiation and cost leadership strategies. The
differentiation strategy allows BMW’s cars and motorcycles to stand out in the competition, while the
cost leadership strategy improves pricing flexibility by reducing production costs. BMW's growth
strategies include product development and market penetration, achieved by introducing innovative
products and increasing sales in existing markets. Successful implementation of these strategies
requires BMW to adapt its organizational structure and operations management to support innovation

and cost efficiency.
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5. Conclusion

The global automotive industry's competitive landscape is shaped by the distinct strategies of Toyota,
Tesla, and BMW. BMW holds a strong position in the luxury segment with its robust brand equity and
premium positioning, maintaining profitability despite lower sales volumes. Toyota's operational
efficiency and broad market appeal enable it to achieve economies of scale and a strong global
presence. Tesla stands out in the EV market with its innovative capabilities, early mover advantage,
continuous R&D investment, and direct-to-consumer sales model.

As the global market shifts towards sustainable energy, Tesla's competitive advantage in the EV market
is poised to grow. BMW’s brand strength in the luxury market remains solid, while Toyota's operational
efficiency and global reach continue to make it a dominant player in the automotive industry. However,
it is important to recognize that competitive advantages are not static; they can evolve with changes in
market dynamics, consumer preferences, and technological advancements. Each company must remain

agile and adaptable to maintain its leadership position in this highly competitive industry.
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