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Chapter 2 Heavyweight Motorcycle Briefing 

2.1 Introduction of Heavyweight Motorcycle Industry 

As known, the Japanese Big 4 members (Honda, Yamaha, Kawasaki, and Suzuki) 

have dominated the motorcycle industry over the last three decades. Honda is the 

largest motorcycle manufacturer in the world. With its strength in producing and 

selling scooters and sport bikes, Honda not only can satisfy the demand for cheap 

transportation in developing countries, but also attract younger riders in developed 

countries. Today, Japanese models dominate the worldwide market both in the light 

and middleweight classes. On the other hand, several niche players, such as 

Harley-Davidson, BMW, KTM and Ducati still remain dominant in high-end 

heavyweight motorcycle market even though Japanese manufacturers have entered 

into this segment in the late 1970s already. While BWM focuses on touring bikes, 

KTM concentrates on dirt bike, Ducati specializes on racing and speed sporty bikes, 

Harley-Davidson dominates on touring (promoting comfort and amenities for long 

distances) and customized (emphasizing styling and individual owner customization) 

bikes. H-D motorcycles’ main features are traditional styling, design simplicity, 

durability, ease of service. “Competition in the heavyweight motorcycle market is 

based upon a number of factors, including price, quality, reliability, styling, product 

features, customer preference and warranties”3. Harley-Davidson is the market 

leadership in the heavyweight motorcycle industry. However, both Japanese and 

European manufacturers are still quite actively competing in this growing and highly 

profitable market.  

                                                 
3 Harley-Davidson Form 10-K, 2006, page 8 
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Contemporary heavyweight motorcyclists ride more for leisure and recreation. In 

addition, female riders are an emerging force. H-D has already modified one of its 

bike lines, Sportster to be more user-friendly for women. “H-D found that taking 

women off the back of motorcycles was easier than attracting young buyers.”4 

Currently, 12% of H-D’s bike sales are from women, and the percentage is increasing 

steadily.5  

“Motorcycling is a major fashion trend recently. That is why heavyweight 

motorcycle sales were increased by more than 200% from 1991 to 2001, and the sales 

of motorcycle accessories, clothing, and parts complimented this upward trend.”6 

Regarding manufacturing, all of European manufacturers and Harley-Davidson 

continued to produce all of their motorcycles in Europe and U.S.A. However, 

Japanese manufacturers, such as Honda and Kawasaki, opened assembly plants in the 

United States in order to produce heavyweight models tailored to the North American 

market, and offer “Harley-look-a-like” bikes, such as Honda’s Shadow and 

Kawasaki’s Vulcan. Till today, they are still no match to Harley-Davidson.  

2.2 Harley-Davidson  

2.2.1 History & Basic Data 

Harley-Davidson was established in 1903.  H-D builds and sells heavyweight 

bikes (45-degree V-twin engines) designed for cruising and known for their distinctive 

exhaust noise (potato potato). By 1920, H-D was the largest motorcycle manufacturer 

                                                 
4 Michael A. Hitt, R. Duane Ireland, Robert E. Hoskisson, Strategic Management: Competitiveness and 
Globalization, page 216 
5 Harley-Davidson Website “Demographic Profile” 
http://investor.harley-davidson.com/demographics.cfm?bmLocale=en_US 
6 Standford Technology ventures program, The Global Motorcycle Industry – 2003, 
www.stanford.edu/class/msande271/stanfordcases/MotorcycleIndustry.pdf Page 4  
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in the world. Their motorcycles were sold by dealers in 67 countries.7 H-D and 

Indian motorcycles were the only two American motorcycle manufacturers who 

survived after the Great Depression in the 1930s. Harley turned public in 1965. Four 

years later, American Machinery and Foundry (AMF) bought H-D, streamlined 

production, and slashed the workforce. This tactic resulted in a labor strike and a 

lower quality of bikes. “It made H-D bikes far more inferior in terms of performance, 

handling, and quality, compared to Japanese motorcycles.”8 Thirteen management 

teams bought back the company in 1981 and it was returned to public ownership in 

1986. “Rather than trying to match the Japanese at their own game, this new 

management deliberately exploited the "retro" appeal of the machines and established 

Harley Owners Group (HOG) in 1983.”9  

Harley riders joined HOG because they wanted to share their passion and show 

their pride of riding Harley-Davidson bikes. Today, more than 1 million members 

make up HOG, making it the largest factory-sponsored motorcycle organization in the 

world. By concentrating in the large-sized motorcycle market, Harley-Davidson found 

success in the United States, Japan, Canada, and a number of European Countries. 

Now, H-D is the world’s largest heavyweight motorcycle manufacturer with 

approximately 10,000 employees.10  

In the minds of Harley-Davidson’s loyal customers, their motorcycles aren't just 

motorcycles. “They are living pieces of American history that offer you the 

experience of feeling independence and freedom. They are the vehicles with which 

riders discover the power, the passion, and the people that define the Harley-Davidson 

experience.”11 The Harley-Davidson® line of motorcycles is divided into five 

                                                 
7 See Footnote 5 “Harley-Davidson History” 
http://www.harley-davidson.com/wcm/Content/Pages/H-D_History/history_1920s.jsp?locale=en_US 
8 See footnote 6 on Page 12 
9 See footnote 6 on, Page 12 
10 Harley-Davidson 2006 summary Annual report, page 6 
11 See footnote 4 on page 250 



 13

families: Sportster®, VRSC™, Dyna™, Softail® and Touring. Each family includes a 

variety of models from the legendary 883cc Sportster® models to the 1584cc Ultra 

Classic® touring models. “Currently, Harley-Davidson offers 30 models. H-D 

domestic bikes’ retail price ranges from US$6,595 ~US$20,195.00 in The States.”12  

 

In the 1990s and early 2000s, H-D customers sometime had to wait at least 1 

year to obtain their bikes. Currently, H-D’s production capacity has finally caught up 

with demand. As Table 2-1 and 2-2 indicated, Harley-Davison is growing steadily. 

However, sales growth in the domestic market has been slow down, while sales 

growth in the international market has increased dramatically. Hence, it is a good 

timing to entry into some emerging markets, e.g., China, India, Russia and Taiwan. 

 

Table 2-1 Harley-Davidson Annual Motorcycle Shipments (2002~2006) 
 Year 

Harley-Davidson  (all 651+cc) 2006 2005 2004 2003 2002

Domestic (Unit) 273,212 266,507 260,607 237,656 212,833

International (Unit) 75,984 62,510 56,682 53,491 50,820

Total⋯ 349,196 329,017 317,289 291,147 263,653

Source: (http://investor.harley-davidson.com/shipments.cfm?bmLocale=en_US)  
 

Table 2-2 Annual H-D Motorcycle Registration Statistics (2005-2006) in thousands 
 

 

 

 

 

 

 

 

 

(Source: http://investor.harley-davidson.com/registrations.cfm?bmLocale=en_US) 

                                                 
12 See footnote 3 on page 4 

  2006 2005 % change 

United States 268.4 253.4 5.90% 
Europe  33.8 29.5 14.60% 
Japan 13.3 11.4 16.30% 
Canada 13.5 11.7 15.90% 
All other markets 15.0 11.2 34.30% 

Total retail sales 344.0 317.2 8.50% 
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2.2.2 Harley-Davidson International  

As shown in Table 2-2, retail sales of Harley-Davidson motorcycle were up 

14.6% in Europe, 16.3% in Japan and 15.9% in Canada in 2006. All other 

international markets combined rose 34.3%. What’s behind H-D international growth? 

“H-D core competences are incredibly strong brand, universal appeal, focus product 

offerings and ability to get customers on the road more quickly.”13 Table 2-3 listed 

down the number of international dealerships H-D has in 2006. Japan alone has 123 

dealerships, yet the remaining Asia Pacific only has 7 dealerships. There are many 

untapped market.  

Table 2-3 2006 Harley-Davidson International Dealership Location 

Region # of Dealership # Countries
Location of H-D 
management team 

USA 679 1Milwaukee, USA 
Europe 354 32 Oxford, England  
Japan 123 1 Tokyo, Japan 
Australia/New Zealand 48 2 Sydney, Australia 
Remaining Asian/Pacific 7 6 Shanghai, China 
Latin America  31 22Manaus, Brazil  
Canada  75 1 None 

(Source: Harley-Davidson Form 10-K, 2006, page 7) 

 

“H-D international’s entry strategies vary some-what from market to market. 

Generally speaking, H-D international will adopt one of Contractual Entry Modes 

Franchising. If the business is very prospering, H-D would transition to direct 

distribution through a company-owned subsidiary.”14 Several subsidiaries have been 

set up in Europe, Japan and Australia/New Zealand. However Harley-Davison China 

                                                 
13 Harley-Davidson World, The News Source of Employees Worldwide, February 2007, Page 3 
14 See footnote 4 on page 230 
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is an exception because a representative agent was setup in Shanghai 2 years before it 

even opened the first dealership in Beijing. “China, together with India and Russia, is 

part of what is seen as a “golden triangle” of the newly wealthy who is thirty for 

luxury goods. China is expected to pass Japan to become the world’s second-largest 

purchasers of luxury goods by 2015 and accounts for 29 percent of the world’s luxury 

sales.”15 “H-D believes it’s important to be on the ground now for the long term 

potential market like China. Entry into the Chinese market is expected to be gradual 

because the market is limited by riding restrictions in most large cities.”16 Since 

China is the country with the biggest population and people’s disposable income is 

growing, there is a huge potential. Hence, H-D is working hard to address riding 

restriction.  

2.2.3 Harley-Davidson Japan  

Japan is currently the biggest international market for H-D and it is operating very 

successfully. Since Taiwan was Japan’s colony for 50 years and two countries are 

close by to each other, we have many similarities. Hence, it is imperative to study 

what’s behind H-D Japan’s success in order to identify key success factor to enter 

Taiwan market.  

“The overall market for motorcycle in Japan has been declining since 1982 but 

Harley-Davidson is selling well even though it is twice the price of giant rivals such 

as Honda, Suzuki, Yamaha, and Kawasaki”17 Harley-Davidson Japan was established 

in 1989 and lead by president Toshifumi Okui. “Since 2000, Harley-Davidson Japan 

has been the market leader in motorcycle above 751cc, now with 30% of the market 

                                                 
15 See footnote 4 on page 229 
16 See footnote 10 on page 5 
17 Wharton University of Pennsylvania, 2006 Special Report: The Return of Japan Inc? Page 6 
http://knowledge.wharton.upenn.edu/papers/download/Japan_SpecialReport.pdf 
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compared to the 16% held by nearest rival Honda.”18 What is behind H-D success in 

a sunset market in Japan? “Partly, its success was due to its Western Rebel image, but 

its emphasis on a “family” atmosphere and community of riders also is, remarkably, 

quintessentially Japanese.”19 Okui also said “Store design and activities are focused 

on creating a fun experience or entertainment”.  

Marketing manager of H-D Japan said “The brand is a fantastic experience, like 

Disneyland. If anyone isn’t interested in Disneyland, just take them there for the 

experience.” Same as what H-D has done in the US, H-D Japan also offers driving 

school to get their licenses and then the final purchase at a dealership. It also 

contributes the company’s growth. “While other motorcycle retailers in Japan 

represent multiple brands, dealers that are part of the Harley-Davidson “Family” only 

sell its products. H-D Japan spends a lot of time managing dealer relationship, using 

both carrots and sticks. ”20 “Customers are the lifeblood of any organization. When 

customers are satisfied, they continue to make additional purchases.”21 For H-D 

Japan, after-sale and lifestyle program is so comprehensive based on building solid 

relationship with customers said by Okui. Last year, Japan just lifted the ban on 

two-up highway riding. Hence, Harley-Davidson Japan will have a strong prospect for 

the future.  

One important observation that I spotted from reviewing H-D worldwide pricing 

strategy, H-D Japan uses low price motorcycle to lock in customers. For an example, 

the retail price for a XL1200L in US, Japan, Canada, and UK are US$9,495, 

¥1,260,000 (US$10,345), Can$10,789 (US$10,665) and £6,995 (US$13,880) 

respectively. Even though Canada and USA are on the same boarder and they have 

                                                 
18 See Footnote 17 on Page 6 
19 See footnote 17 on Page 7 
20 See footnote 17 on Page 7 
21 Alan J. Dubinsky and Steven J. Skinner, 2004, High Performance Recruiting & Retaining Top Employees. Page 
49 
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North American Free Trade Agreement (NAFTA), retail price of H-D bike in Japan is 

still more attractive than Canada’s. Obviously, H-D Japanese sacrifices their margin to 

lure Japanese customers. However, once Japanese customers own their Harley bikes 

and want to customize them, they will have to pay twice the amount of money for 

H-D parts and accessories than H-D riders in America.  

 

2.3 Heavyweight Motorcycle in Taiwan 

2.3.1 History and Background 

“During the Japanese Colonial Rule (1895-1945), Taiwan imported its first 

motorcycle in 1931 (Shōwa Emperor Era).”22 After the Taiwan restoration (1945), 

many trading companies imported bikes, such as Harley-Davidson to Taiwan. The 

majority of customers were doctors. By the year 1950, Taiwan imported about 5,400 

bikes annually. Unfortunately, Taiwan government banned importing whole bikes into 

Taiwan in 1952 due to a foreign exchange reserves shortage. As a result, most trading 

companies imported parts and assembled bikes in Taiwan. The government lifted the 

restriction on importing whole bikes in 1959 due to poor quality of the assembly line 

in Taiwan.  

However, in 1979 Taiwan adopted the Energy Conservation Policy because of 

second oil crisis. Hence, the government stopped issuing licenses for bikes over 150cc 

engines. As a result, all of domestic manufacturers focused on making bikes less than 

150cc. On July 1st, 2002, Taiwan reopened its market to allow the import of 

heavyweight motorcycles as part of its World Trade Organization accession plans.  

In terms of geographic allocation of heavyweight motorcycles in Taiwan 

(illustrated in Table 2-4), the Northern region owns 57% of bikes because of relative 

                                                 
22 台灣機車史(Taiwan Motorcycle History) Page 13 
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higher disposal income than other parts of Taiwan. When we take a further look at the 

number of licenses issued (refer to table 2-5), there are 43,000 driver licenses issued.  

In other words, more than 2/3 of populations who possess heavyweight motorcycle 

driver licenses but still have not purchased the heavyweight bikes. Hence, there is still 

a potential market for heavyweight motorcycle to grow.  

 

Table 2-4 Heavyweight motorcycles’ geographic location in Taiwan: 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Inquiry from Statistics Department of MOTC as of Nov 30th, 2006 

 

Area # of Bikes 
Taipei City 3,296 
Taipei County 3,433 
Taoyuan County 1,345 
Hsinchu County 798 
Miaoli County 257 
Taichung County 1,357 
Changhus County 371 
Nantou County 157 
Chiai County 238 
Yunlin County 142 
Tainan County 741 
Kaohsiung City 738 
Kaohsiung County 351 
Pingtung County 266 
TaiTung County 67 
Hualien County 153 
Llan County 132 
Keelung County 162 
Penghu County 33 
Kiemen Couonty 16 
Lienkiang County 3 
Total 14,056 
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Table 2-5 Number of Heavyweight Motorcycle Driver Licenses Issued in Taiwan  
 

 

 

 

 

 

 

Source: Inquiry from Statistics Department of MOTC as of Nov 30th, 2006  

2.3.2 Unique Characteristics of Heavyweight Motorcycle market in Taiwan 

 The existence of illegal Heavyweight Motorcycles 

As mentioned earlier, Taiwan government stopped issuing licenses for bikes over 

150cc engines after 1979 due to second oil crisis. As a result, people smuggled 

heavyweight bikes into Taiwan and rode them without license plates. According to 

Ministry of Transportation, there were about tens of thousand heavyweight bikes 

without license plates in 2001. After the entrance of WTO, the prices of these illegal 

heavyweight bikes immediately dropped a lot and there is no market for it. These bike 

enthusiasts buy a legal heavyweight bike and still keep these illegal ones. When they 

want to ride the smuggled bikes, they just switch the legal license plate on.  

 Lack of know-how to build heavyweight bikes by domestic bike 
manufacturers 

Since 1979, all domestic manufacturers focused on making bikes less than 150cc.  

This has caused them not be able to compete with foreign heavyweight motorcycle 

competitors now. Currently, only Kymco offers one scooter, XCITING 500, which is 

equipped with a 498cc single cylinder engine.  But its performance and quality is 

still inferior to foreign competitors. According to 2007 Bike catalogue, Yamaha 

Tmax500 has 43.5 hp and 4.6kg-m torque but Kymco Xciting500 only has 38.9 hp 

and 4.2kg-m torque.  

Taipei City 8,792  
Kaohsiung City 2,513  
All of County in Taiwan 32,055  
Kiemen County 66  
Lienkiang County 15  

Total…… 43,441  
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 Physical size matters 

“Average height of Taiwan male and female over 18 years old are 171.38cm and 

159.08cm respectively. Comparing with Americans, Taiwanese male and female are 

8cm and 5cm shorter respectively.”23 Since most of heavyweight motorcycle 

manufactures and consumers are from US and Europe, the seat height of their design 

are toward to their main target customers, Caucasians. I have seen many heavyweight 

motorcycle riders in Taiwan who have to tip toes while waiting for the traffic light. It 

is very dangerous because they have fear of balancing it at an intersection and they 

would have cramps frequently. 

 Relative smaller market size  

The heavyweight motorcycle market in Taiwan is small because Taiwan is a 

small island and there aren’t many open roads like in the US. In addition, traffic jam 

and bad road condition also make riding very unpleasant.  

 Seasonality 

Unlike some parts of the US, Europe and Japan, bikes don’t have to be stored 

away for the winter period because Taiwan’s summer is long, hot and humid, and 

winter is short and usually mild. Even during the coldest months, snow is only visible 

on the island’s highest mountains. Therefore, bike riders in Taiwan can use their bikes 

all year around and seasonality is not an issue in Taiwan.  

 Parking security  

In the US, Europe and Japan, it is very common to see heavyweight bikes parking 

on the streets. However, most heavyweight motorcycle riders in Taiwan don’t feel 

comfortable enough to park bikes on the streets because they are afraid of getting 

stolen. 

 
                                                 
23 Wikipedia “Human Height” http://en.wikipedia.org/wiki/Average_height 
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 Riders’ Right-of-Way 

The Ministry of Transportation and Communications places heavyweight 

motorcycles in the same position as scooters for management. Heavyweight 

motorcycles still cannot get on highway in Taiwan. Currently, there are only two 

countries in the world that don’t allow heavyweight bikes to gain access on the 

highway. One is Taiwan and the other one is Sri Lanka. 

 Special Requirement for Heat Shield  

In Taiwan, one out of every two people has a scooter or motorcycle. In addition, 

Taiwan has high population density. Hence, most of scooters and motorcycles park 

side by side closely to each other and pedestrians frequently have to walk through 

between bikes. As a result, there are many incidents that pedestrians’ calf gets burned 

by bumping into bike’s exhaust system. Hence, the Ministry of Transportation has a 

very strict and tough regulation on heat shield. “The same tough regulations apply to 

all motorcycles disregard the size of engine displacement. A heat shield has to be 

installed 2.5cm~3.5cm away from the exhaust system with measuring temperature 

less than 60oC for steel material and 70oC for resin material.”24 As a result, most of 

imported heavyweight motorcycles have to install an external heat shield. 

 Authorized Dealership is the Only Way 

Since the heavyweight bike market in Taiwan is much smaller compared to Japan 

or Europe, there haven’t been any foreign bike manufacturers who set up their own 

distribution network in Taiwan. Up to date, the majority of heavyweight bikes have 

been imported either by authorized dealers or trading companies. In comparison with 

trading companies, authorized dealers have more sustainable competitive advantages. 

First of all, trading companies cannot get service training, parts, and marketing 

support from OEM directly. In addition, they cannot get dealer net prices. As a result, 
                                                 
24 Motor Vehicle Inspection and testing http://www.artc.org.tw/chinese/upload/statute/整車附件二中(第 9項至第
18項).pdf, page 72 
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it is more costly for them to obtain the bikes from authorized dealers overseas. Lastly, 

there is no limit on the number of imports for authorized dealers, but not for trading 

companies though. According to the safety type regulation, “Without authorization 

from foreign manufacturers, the authorities, organizations or individuals shall only 

apply for low volume safety approval and its amount of vehicles accumulated within 

the same year can not exceed 20 bikes.”25 

 

Conclusion: 

The heavyweight motorcycle industry in Taiwan is in its infancy stage and its 

market is small. Hence, if H-D does enter into Taiwan, it is most likely to find a 

master dealer in Taiwan and establish dealerships in Taiwan. Since heavyweight 

motorcycle market is saturated in USA, H-D is interested in selling more bikes 

oversea. Plus, Harley-Davidson is a well known brand in Taiwan. Hence, it will be a 

great opportunity for Harley-Davidson to sell bikes and compete head to head with 

BWM in Taiwan. The first dealership should be established at Taipei because it has 

the biggest demand for heavyweight motorcycles.  

 

                                                 
25 Vehicle safety type approval management regulation http://www.artc.org.tw/chinese/upload/statute/車輛型式安
全審驗管理辦法(9606English).pdf, page 3 




