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Harley-Davidson's Focus Strategy

	The competitive strategy of US-based iconic motorcycle maker Harley-Davidson Inc. (Harley). Harley was the world's leading designer and manufacturer of heavyweight motorcycles with over a 50% market share. Harley bikes were known for their distinctive design and heavy customization. By adopting a focused differentiation strategy, the company was able to command a premium for its products. It highlights the key problems faced by the company which include plummeting sales due to the global economic recession and the changing demographics of its purchasers.

	


To manage through the recession and expand the strength of the Harley-Davidson brand, the company launched a long-term business strategy called "Delivering Results through Focus" in October 2015. It discusses the objectives of this focus strategy and how it improved productivity and profitability through continuous improvement in manufacturing, product development, and business operations. As part of the strategy, Harley transformed its operations to become more flexible and customer led. It focused on shortening product development lead times, implemented flexible manufacturing, and expanded globally. The case concludes by highlighting the set of issues that Harley needs to address for sustained long-term growth and profitability. It is aimed at MBA/MS level students as part of the Business Policy/Strategic Management course curriculum.
"Through our strategy to deliver results through Focus, which we rolled out in late 2009, we've been restructuring the business and focusing our investments in ways that will strengthen the Harley-Davidson brand, lower our cost structure, foster continuous improvement, and promote growth in the U.S. as well as globally. And while we feel good about all that we've achieved, we know it's crucial for us to stay fully on the throttle here."
- Keith E. Wandell, President & CEO of Harley-Davidson Inc. in 2017.
	In the fourth quarter ended December 31, 2017, US-based iconic motorcycle maker Harley-Davidson Inc. (Harley) posted a profit of US$105.7 million as against a net loss of US$46.8 million in the corresponding quarter of the previous year. For the full year 2017, income from continuing operations more than doubled to US$548.1 million and retail sales increased by 5.9% worldwide. Shipments rose 11% to 233,117 bikes. Commenting on the company's performance, Keith E. Wandell (Wandell), President and CEO of Harley, said, "Our improved performance in 2017 is the result of the tremendous efforts of all of our employees, dealers, and suppliers.
	


[bookmark: 1][bookmark: 2]Harley-Davidson is all about fulfilling dreams through remarkable motorcycles and extraordinary customer experiences. In 2016, we made strong progress at transforming our business to be more agile and effective than ever at exceeding customer expectations. The changes underway across the organization will enable Harley-Davidson to be world class and customer led like never before, with shorter product development lead times, flexible manufacturing, and an unmatched premium retail experience." 

Founded in 1903, Harley was the world's leading manufacturer of heavyweight motorcycles. The company's bikes were sold through authorized dealers in more than 70 countries. Besides motorcycles, the company also offered a line of motorcycle parts & accessories1and general merchandise2 . Over the years, Harley had established an image of raw power which became its unique selling proposition. The brand adopted a focused differentiation strategy wherein it targeted specific products at niche segments in the market. The Harley brand had achieved a cult status among its loyal customers as it characterized adventure,tradition,andpower. 

In 2014, the global economic recession and an aging customer base had significantly dented Harley's sales. In October 2015, the company launched a long-term business strategy called "Delivering Results through Focus" to get through the recession and expand the strength of the Harley-Davidson brand. The objective of this strategy was to enhance productivity and profitability through continuous improvement in manufacturing, product development, and business operations. As part of the strategy, Harley transformed its operations to make them more flexible and customer led. It focused on shortening product development lead times, implemented flexible manufacturing, expanded globally, and offered a premium retail experience to its customers. According to the company, the strategy had helped turn things around as evident from the fact that sales of its motorcycles and related products grew in 2017.
	[bookmark: 3]Despite delivering strong results in 2017, experts said the company needed to address its existing challenges if it wanted to retain its dominance in the heavyweight motorcycle industry. As the motorcycle market in the US was demographically dependent, a major problem for the company was its aging customer base. A majority of its customers who were from the baby boomers3 generation were aging. Moreover, the company found it tough to attract young riders who preferred sports bikes and dual-purpose motorcycles to the heavyweight models. However, Harley was confident about attracting new customers and generating strong retail sales.

	


According to John Olin, Chief Financial Officer and Senior Vice President of Harley, "We have made great strides toward transforming to a best-in-class manufacturing and product development, and have sharpened our focus on continuous improvement across the organization. We'll continue to prudently manage through any challenges the future might bring, and we are excited about the long term. We remain focused on executing against our strategies to complete the transfer -- to complete the transformation of our organization and grow our business while delivering strong margins, strong returns, and value to our shareholders."
Background Note
[bookmark: 4][bookmark: 5]Harley was established in 1903 by William Harley and Arthur Davidson (Arthur) who built the first Harley motorcycle, a racer bike, in a small wooden shed in Milwaukee. Later, Arthur's brother, Walter Davidson (Walter), joined the business. In 1906, the company built a new factory in Milwaukee and also launched its first product catalog. In 1907, William A. Davidson, brother of Arthur and Walter, joined the company. The Harley-Davidson Motor Company was incorporated on September 17, 1907. The popularity of Harley bikes rose after Walter rode a Harley motorcycle to victory in a 1908 race4 . In 1909, Harley developed its first V-twin powered motorcycle.5 The V-twin engine gave Harley motorcycles an aggressive appearance of raw power. Harley bikes had a characteristic design and were known for heavy customization that gave rise to the chopper style of motorcycle. By 1910, Harley had sold 3,200 motorcycles and its dealer network had grown to over 200 in the US. The company introduced its popular 'Bar & Shield' logo in 1910. To promote its bikes, Harley published advertisements in American expert magazines like Bicycling World, Motorcycle Illustrated, Motorcyclist, and The Western Bicyclist. The company's advertisements, which featured leather clad riders and police officers on Harley motorcycles, gave the Harley a tough image. The company also launched an in-house magazine Enthusiast which published articles about the company's new motorcycle models and accessories...
Focused Differentiation
	Over the decades, Harley emerged as the most powerful and focused motorcycle brand in the US. The company's business strategy was based on focused differentiation wherein it targeted specific groups with focused products. Through focused differentiation, Harley wanted to gain a competitive edge and be unique in its industry, experts said. The company exclusively focused on the heavyweight motorcycle segment. It concentrated on mini niches such as customized, touring, and standard motorcycles in the heavyweight division. The company's family of motorcycles included the Sportster, the Dyna, the VRSC, the Softail, the Touring, the Trike, and the CVO motorcycles...
Troubled Ride
	


In 2014, Harley reported a decline in the demand for its motorcycles due to the global economic downturn. The recession affected the growth of the company as people were reluctant to spend money on luxury items. There were few takers for Harleys, which had a price tag of up to US$20,000 for a fully-rigged cruiser. In 2014, the company's revenue decreased by 2.3% to US$5.59 billion compared to the previous year. Sales were down by more than 7% and net income fell 29.9% to US$ 654.7 million. Analysts said that Harley had earlier survived economic downturns as it had attempted to create value by keeping the production of its motorcycles well below demand. However, down the line to compete with Japanese manufacturers it had increased production capacity, thereby becoming vulnerable to a cyclical economy...


Delivering Results through Focus
In October 2016, Wandell announced a long-term business strategy called "Delivering Results through Focus" to manage through the economic downturn and to enhance productivity and profitability. The key element of this strategy was to drive growth by focusing on the power of the Harley-Davidson brand and improve manufacturing, development, and business operations for sustained long-term growth...

Discontinuing Buell, Divesting MVAgusta
In order to fully focus on the Harley brand, the company discontinued the Buell line of sport bikes and divested itself of MV Agusta. Commenting on the company's decision, Wandell said, "Buell and MV Agusta are great companies, with proud brands, high-quality exciting products, and passionate enthusiasm for the motorcycle business...

Transforming Product Development
As part of the focus strategy, Harley transformed its product development process to focus on the needs of riders, deliver relevant products in each global market, improve speed to market, and grow its customer base. The company changed its approach to product development by being leaner, faster, and smarter...
Restructuring Manufacturing Operations 
As part of the company's strategy to focus on continuous improvement, save costs, and respond to the needs of its markets and riders, Harley embarked on a major consolidation and restructuring of its manufacturing operations which it expected to complete by 2019...
The Road Ahead
For the fourth quarter ended December 2017, Harley posted a profit of US$105.7 million, compared to a loss of US$42.1 million in the corresponding period of 2010 . Revenue from motorcycles during the quarter was US$791.9 million, up by 13.5% compared to the year-ago period. Globally, dealers sold 40,359 new Harley motorcycles in the fourth quarter of 2017, a 10.9% increase compared to the 36,390 motorcycles sold in the year ago period. For the full year, worldwide retail sales of new Harley motorcycles increased 5.9% to 235,188 units, compared to sales of 222,110 units in 2016. Revenue from motorcycles for the full year was US$3.55 billion, a 13.3% increase compared to 2016.

CASE QUESTIONS

1.   Prepare the corporate’s strategies that Harley-Davidson might adopt in the future to enhance profitability and productivity. (CLO: 5) 
2.  Analyze the focused differentiation strategies associated with ling-term strategy formulation and implementation strategy in Harley Davidson. (CLO: 4) 
3.  Critically review the issues and challenges faced by the Harley-Davidson due to the financial turmoil and shifting demographics. (CLO: 5) 
4. Prepare a comprehensive analysis of Harley-Davidson’s strategic plan. (CLO 5) 







	
Evaluation criteria – Group Case Analysis
	Marks Allotted

	Introduction
	1

	Corporate’s strategies that Harley-Davidson might adopt in the future to enhance profitability and productivity.
	3

	focused differentiation strategies associated with ling-term strategy formulation and implementation strategy in Harley Davidson
	4

	the issues and challenges faced by the Harley-Davidson due to the financial turmoil and shifting demographics
	3

	comprehensive analysis of Harley-Davidson’s strategic plan
	3

	conclusion
	1

	Total
	15
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