__HARLEY-DAVIDSON'S 4Cs

CUSTOMERS

= Familiar with the two-wheeler

= Aspirational and status-conscious
= Want brands that allow self expression
= Want the renowned Haurley.I emerlenoe

ﬂﬂMPETITIUN
2 ' Not product-to: prudm:t ]
= Any leisure activity

CONTEXT

= Myth about difficulty in riding bikes
and Indian roads

= Building a touring environment

= High import duty/ tariff structure

COMPANY
3 Use bikes as brand ambassadors
= Use experience to create accessibility
to pfqﬁud \
= Setup CKD assembly facility
| D Ability to educate customers
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DO IN THEIR LEISURE TIME IS OUR COMPETITION

Anoop Prakash, Managing Director of Harley-Davidson India, explains
the iconic matorcycle maker's India strategy to Dr Amit Kapoor, Honorary
Chairman of the Institute for Competitiveness and Professor of Strategy and
Industrial Economics at Management Development Institute.
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You entered India sometime in August
last year. What are some of the chal-
lenges you faced in this new market?

There is always trepidation when you
are entering a new market because you
have to select new partners, dealerships,
etc. Your objectives might be the same,
whether you are entering India, Russia or
Brazil, but the local conditions and local
business practices are different in every
market. You need to have local knowledge
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combined with your global aspirations in
order to succeed.

When it comes to local conditions, the
challenge is in understanding the busi-
ness environment. For us, understanding
the business environment in India meant
seeing what kind of success pre-existing
dealers of premier vehicles have had, and
understanding the dynamics of the Indian
retail industry because we also sell appare]
and general merchandise.

What points of differentiation has your
research shown between the US and
Indian markets? What were some of the
key learnings?

[ think some of the key learnings are
what problems the rider faces when us-
ing a two-wheeler on the road and traffic
conditions in one place versus another.
In the US; you have a highway system,
and this has driven the adoption of
maotorcycling as a major sport and tour-
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Present Bri_ng_il_"i_g
relevant
products to the

the global

EXPEerience in
India market

ing activity. In [ndia, there is a lot more
interest in riding in the city from place
to place, but there is movement towards
a touring culture,

The feedback from customers has been
that there are narrow lanes in certain
places, and we need more manoeuvra-
bility, better suspension and more ground
clearance. This is something all designers
working for the Indian market have paid
attention to, and we are taking great care
of this in terms of the models we have
brought to India. We have a portfolio of
40 Harley-Davidson models in the line-
up; we chose 12 this year specifically be-
cause of the feedback we received from the
customers. As we move forward, we will
continue to emphasise the development
of those accessories and bikes that are
going to be successful here

[ think getting to relevance is
a major part of strategy. With-
out relevance, you will always
get stuck on the point of value
proposition. You can talk about
financial value, resale value and
brand value, but unless you have
a high level of relevance for the
product that the customer sees, the value
is going to be superficial.

The Indian mentality often revolves
around kitna deti hai? (how much [mile-
age] does it give). Has this been a con-
cern for you?

Yes, you stop at the toll plaza and you
have a bunch of people looking at you
fram cars, asking you the same question,
"how much did that bike cost and what
is the mileage?”

[ think it's a fair question. It is a part
of the education process. What it real-
ly comes down to is relevance. If some-
one is asking about mileage, it is because
they have been taught over time that this
should be most relevant point when buy-
ing a car. There is nothing else to differ-

STRATEGIES FOR SUCCESS

Adding

value—price and
accessibility

entiate cars, as they all look, feel or cost
the same. If you build relevance in other
areas, like the actual design of the ma-
chine, the self expression you can display,
the ownership experience or camarade-
rie, then you are not worried about the
mileage any more.

Your bikes come across as an ego-ex-
pressive product. How do you look at the
consumer base here?

I think we are squarely in that category
that nobody needs, but customers buy
it because they “want” it. This is a prod-
uct that you want and you think about
at night when you sleep, and it's an ex-
perience you look forward to over the
weckend. People have this misconcep-
tion that our bikes are just for Ballywood
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stars and cricketers, but if you look at
our first few hundred customers, they
are in their late thirties or forties or they
are executives who already have a car at
home. The bike is exclusively for them,
they have earned it, they have provided
for their family and they deserve a little
bit for themselves.

At the macro level, we wanted to get
everyone excited about India. We made
investments in India because there is a
lot of enthusiasm about biking here. Peo-
ple are familiar with how to ride a two-
wheeler, which alone is a huge advan-
tage compared to some other markets.
You have an aspirational and status-con-
scious consumer here. This bodes well for
a lifestyle brand of any kind. I think the
market is less price-conscious and more
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Developed
‘a strong

relationship
with ICICI
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order

value-conscious, and Harley brings a value
proposition to the market. For us, a big
part of our emphasis has been educating
our customer on our value, as opposed
to manipulating our price,

What is this value proposition that you
present to the customer?

Our brand has been differentiated over the
years with very specific strategies. Every
motorcycle has a unigue combination of
looks, sound and feel, which make it pos-
sible to recognise a Harley-Davidson from
a mile away. This has been our style and
design from the early sixties onwards. The
other side of it is that there is an owner-
ship experience we create that is unique
around the world—the Harley'’s owners
group, and lifestyle that they experience

| THINK WE ARE SQUARELY IN THE
CATEGORY THAT NOBODY NEEDS,

g% BUT CUSTOMERS BUY OUR PRODUCT
. BECAUSE THEY “WANT" IT.

being a Harley owner is a major differ-
entiator for us and something we are in-
vesting in heavily in India.

Has it been a company strategy to create
this cult around the brand?

It's a good question, one that can probably
be better answered by historians than me,
What I have observed is that the cult, as
you call it, is very organic to the customer
base, but is encouraged by the way we've
structured our relationship with our deal-
ers and customers, We are very proud of
the fact that we ride with our customers.
We are not-a bunch of suits sitting in an
ivory tower taking decisions on product
and design, without actually riding our
product. This philosophy has engendered
our customer’s love for the brand as well
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as the camaraderie and special member-
ship that a Harley owner has.

How is the consumer changing? And
how is this change bringing opportuni-
ties or challenges for you?
Indian consumers are well informed, and
we have to realise that we cannot differ-
entiate between what we deliver to our
customers here versus anywhere else in
the world. Harley-Davidson has to deliver
the legendary world-class experience that
Indians have read and heard about. I think
it is safe to assume that the customer is
not going to expect anything less.
Customers here are very eager to acquire
brands they can express themselves with.
The self-expression component is now
starting to evolve. Initially, there was a
surge for getting hold of the brand because
there was a brand. There is a change in
the customer mindset and they know that
there are many brands to choose from
that match their lifestyle and desire to
self express.

Would you categorise Indian Harley-
Davidson customers as just brand-con-
scious or as brand-loyal?

You are moving from people who are
brand-conscious but not necessarily
brand-aware, to people who are brand-
aware and slowly becoming brand-loyal.
You may reach a point when you have
someone who is just all about the brand,
no matter what. In addition, we found
out that there are Harley owners and en-
thusiasts who had been waiting for us
to come to India for many years, They
were well entrenched into the brand long
before we got here,

What are the most popular myths that
you generally fight?

There are many myths about motorcycling
in general. There is'a huge myth about
the difficulty of riding. In the US, you'll
see four-feet-tall grandmothers riding the
biggest bike we sell, and they manoeuvre
them like professional police officers. It's
just unbelievable to watch, but made pos-

sible by the technology and design of our
bikes. The ergonomics can be changed and
shifted for any body type or height.

The other myth is Indian roads. Some
people say it’s a fact and not a myth, but [
think it depends on where you are and also
on what you are trying to do. If you had to
do your daily commute on a two-wheeler,
which a lot of people in this country do,
it's not a lot of fun. If you go on a weekend
ride, get on a highway, open up the throttle
and get onto some smooth ground, itsa
completely different experience. There is
immediate focus on the road right outside
your front door as opposed to the roads
that need to be explored.

How big do you think the market is going
to be for you in India?

We are entering this market as the first
real serious entrant in the heavyweight
space. We are accessible to a broader set
of enthusiasts and we are creating a mod-
ern category of riding that we call leisure
riding, It is not about riding from point A

YOU CAN TALKABOUT FINANCIAL, RESALE AND BRAND VALUE, BUT

UNLESS YOUR PRODUCT IS RELEVA
THE VALUE IS GOING 70 BE SUPERFICIAL.
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to point B because you have to, but about
where you want to, when you want to, with
whom you want to ride. It’s a completely
different mindset. For us, it’s evolving very
nicely in the sense that people understand
it, and they are looking for things to do
in their leisure time.

Who do you see as your competition in
the Indian market?

Honestly speaking, competition for us
should not be thought of as product-to-
product. Cur own ability to educate our
customers is a hurdle and is competing
with us. All those things that an individ-
ual does in his or her leisure time is our
competition. A lot of people play golf for
their business pursuits, some people like
to travel, but there is always one activity
that you do for yourself, and that is the one
activity we are competing against—what
people do in their spare time, for their

STRATEGY DEMYSTIFIED

INDUSTRY DYNAMICS

Markst is more value-conscious

Enthusiasm for biking here

LEVERAGING UNIQUE ACTIVITIES

(rwmership experience created
around the brand

“Cult” created organically.

comes with the act of leisure riding.

What is the company doing in India to
ensure success?

The customer experience that we deliver
across the world is our greatest strength.
The second would be about bringing a
relevant product to the market—getting
to the point where we are delivering the
most applicable products for Indian rid-
ers. The artificial taxes on the bikes might
keep people away. But, we have devel-
oped a strong retail-financing relationship
with ICICL. We worked with the bank to
understand our long-term strategy, and
this was important to get people over the
price-value dilemma.

What do you mean by artificial taxes?

Artificial is my choice of words. It's effec-
tively the tax that puts this pursuit out of
reach. In the US, we sell a bike at half the

SEGMENTING STRATEGICALLY
Main entrant in heavyweight space

ing the experience so that they can make
a truly informed decision about whether
or not to make a purchase.

Manufacturing is an important part of
controlling quality and design. How does
it fit in the total value chain?
Recently, a lot of manufacturers have
flipped their model upside down—rath-
er than starting from existing platforms
and what can be built from that, they start
with new customers, and what they want
and can pay. This is what Tata did with the
Mano and what others are forced to do if
they want to crack emerging markets.
The second part of it is making sure that
you have a reliable supply chain and are
able to meet the market demand. In a hot
market like India, finding suppliers and
having the right capacity is going to be
challenging. We have recently announced
that a CKD (complete knock-down) as-

EXPLOITING TRADEOFFS
A wholly-owned subsidiary

Creating a segment of leisure riding

Make investment upfront and defiver
full customer experience and
satisfaction from the beginning

Not segmenting on basis of regions,
but psychographics of a persan

entertainment or self-fulfilment.

For instance, for my mother it would
be touring India and visiting temples.
It's more a matter of finding those pur-
suits that reflect yourself. I think what is
nice about our value proposition is that
every owner has an opportunity to
express himself differently.

Is spirituality your competition?

Well, I think everyone finds their spiritu-
ality in their pursuits. 1 think that's the
driver. It is truly about helping someone
et to a point where they are able to en-
gage in self-expression. When you pick
the motorcycle that fits you and go to the
place where you like to go, ride with the
people you want to ride with, it is the alti-
mate form of self-expression. The experi-
ence is about your choices as opposed to
choices that other people are making for
you. This is the freedom of expression that

price of what we sell it here. It is more ac-
cessible there than in India and this is what
tariff structures do. For me, it's an artifi-
cial barrier. A true enthusiast would get
into the brand under any circumstances,
but we have this new barrier in front of
us that we have to deal with.

Are you doing anything else specifically
to increase accessibility?
I think it is not just awareness of the brand
through basic education or advertising,
but about experiences. Our bikes are our
brand ambassadors. Our dealers invite
people to take a ride, and get a taste of
that freedom and self-expression. The
experience is a very important part of
accessibility, because if it is something
that you have just heard or read about,
you cannot describe it,

This is an important part of our strat-
egy—making sure that people are access-
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sembly facility will be operational in Har-
yana in the first half of 2011. CKD assem-
bly operations are a natural next step for
Harley-Davidson as we increase our ability
to meet the needs of India's consumers.
This will help us increase our market re-
sponsiveness and production flexibility,
while reducing the tariff burden.

What is your vision for India in the next
10 years?
For me, India should be one of our top
two markets in Asia. We should be able
to surpass Japan within 10 years. @
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