CAICHING THE
RIDE CAPTAIN

ROYAL ENFIELD, INDIA'S LEADER IN THE LEISURE MOTORCYCLING
SEGMENT, IS READY FOR THE PACK OF MOTORCYCLE MAKERS

CHALLENGING JT

. M H’USN MJBBEN

T

happened quietly enough for the general public to
never have nmw:cd Onlya handful of people in the
yreall it. Andafe

ted
the dots.

It was in November that the first spark in what
could be a corporate battle for the ages—for India's
leisure motoreyeling market—was lit. Probably
simmering in board rooms till then, the battle saw
its first marker when Vimal Sumbly, CEO, Triumph
India, quipped, “I have been hearing a lot about
cafe racers in the last few days. This is the real cafe
racer,” at the India launch of the British Motorcy-
cling giant.,

Though Sumbly was talking about the compa-
ny's flagship 835cc cafe racer Thruxton, vou don't
have 1o be a gearhead to know who he really had
his guns pointed at—it was a direct potshot at the
Continental GT, the 535cc cafe racer launched by
Royal Enfleld motorcycles.

You could say that one is reading a lot into it and
there is nothing deliberate about it all, but Triumph
also chose a date only two days after the Continen-
tal GT launch for its own launch. In the very small
and connected world that is inhabited by motor-
cycle makers, their marketing teams, PR agencies
and motoring journalists, it is hard to see how it
could have been just pure coincidence, Qur wager
is on that Triumph was letting the current incum-
bent at the top of India’s plus-250cc segment know
thar it was here for its slice of the pie.

Siddhartha Lal, the 40-year ald CEQ and Man-
aging Director of Eicher Motors Ltd., the parent
company of Royal Enfield, however is unperturbed.
Affable and composed at the launch of one of the
most important motercycles in the company’s his-
tory, Lal shrugs off talks of rising competition. “The
competition does not bother me at all. We are the
ones who created this market in India and today in
the plus-250cc market, we have more than a 95 per-
cent market share,” says Lal.

Lal tells us that the ream at Royal Enfield is
once again reimagining what the company needs

s

Lal and his team figured thar they no longer
zould compete with the Indo-Jap wave on their
zrounds and retreated into the leisure motorcy-
<ling segment, which at that time did not exist. “We
“gured out that Royal Enfield in India also denoted
re.., a motorcycle meant to be enjoyed on long
distances. So we decided that rather than get into
rent markers and different segments just yet,
let’s first try to consolidate rather than diversify,”
e reveals.

At that point, Lal understood that there was no
significant market for mid-sized motoreycles above
230ce. “We were saying that even if there is no mar-
set, we are going to have a go at this, It took us a
further ten years before we made and then domi-
aated the market.”

Royal Enfield, under Lal, took baby steps to-
wards this goal. Known primarily for the iconic
Buller yele [a of the 5
of the hintedand and the Indian armed forces],
Foyal Enfield now took a crack at the urban 18-35
segment with the 350ce Buller Electra, which was
‘aunched in 2001,

REFOCUSING THE ROYAL
3 motoring journalist, who wishes to remain anon-
“mous, says that the Electra was a significant im-
orovement in both offering and perception when
zompared to previous Roval Enfield motorcycles.
“The Electra came with more colors [ear-
ier motoreycles were mostly available in black or
:hrome], had an electronic ignition, a smoother en-
zine, brakes that actually worked and was actively
marketed as a young motorcycle, You suddenly saw
zollege kids...maybe 1 out of 10 as oppesed to none
before...owning an Enfield. It was significant,” he

to be in the coming decade and is taking steps on
the product fronr, the distribution front, the brand

dent on the type of motorcy-
cling that we are trying to propagate, the type of
brand we have and the type of motorcycles we are
coming out with. With this [the Continental GT)
we are uniting indians to motorcyclists around the
world. We believe thar this is going to be the most
atrractive style of biking."

Lal also made clear what he thought of the chal-
lengers to its dominarion of the 250-800¢c motor-
cycling segment in India. “Some of the other mo-
torcycles are really heavy...excessive...really loud
in terms of brand etc. But that’s not what we stand
for at all,” he says with a grin, “There are people
who enjoy that kind of biking and buy those kinds
of motorcycles...they are the posers, They are buy-
ing a motarcycle more for a statement. That's not us
at all. We are catering to the enes that want to use
their motorcycles on a regular basis.”

TURNAROUND MAN

Lal's confidence (some may call it brashness) comes
from a position of strength and more importantly,
experience. This is not the first time he has faced
overwhelming competition. The last time it hap-
pened, he and Royal Enfield were well and truly
pushed to the corner.

In the late 80s and the 90s, Royal Enfield was
more than in a bit of trouble under the onslaught
of Japanese motorcyeles. Boughe by the Eicher
group in 1994, the century-old motorcyele maker
had seen the marker slowly move away from it.
“We had the Indo-Jap fuel efficient, reliable mo-
torcyeles coming to India. In the UK, Europe and
US, the Japanese had come in during the 60s and
wiped out the local motorcycle industry, A similar

RE's current
market share in the
250-800cc
segment

97.7%

thing happened in India and our position was pre-
carious,” Lal explains.

Legend has it that this third-generation en-
trepreneur from the Lal family of Delhi, which
controls the Eicher Group, asked for the reins of
Royal Enfield to be given ro him—it is said that the
company was contemplating shutting it down. Lal
would not corroborate thar part, but he tells us on
the rethink that recharged the company.

“When 1 got involved personally in the year
2000, it was still a bit of a struggle because the mar-
ket was still down. When we got down o exploring
what we want to be as a company, we weren't going
anywhere. Do we want to be a commuter-motor-
cycle maker or more? It was after a lot of analysis,
work and thinking that we came around to setting

a direction,” he tells us.

THE NUMBERS

recollects of that time, The Electra was followed
5v the 350cc Thunderbird, a cruiser, the very next
vear, which Lal says was focused on a higher age
zroup and a more serious motorcyeling segment.

Slowly and steadily, Royal Enfield was also step-
ing away from the perception that its motorcycles
were loved by garage mechanics and repairmen.
These new motorcycles had a better paint quality
and finish, a smoother and more reliable engine,
and also braked and started far easily than the old
ankle-breaking motorcycles,

“We changed the positioning...it showed us that
1 takes ten years sometimes to change people’s
minds about something,” he says. “While on the
back-end, we made investments in the manufac-
ruring process, the real change came with the work
we did at the front-end...the retail poims.”

Lal says that it was imperative that these retail

saints be improved. “The place where people came
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to purchase the motorcycles and get them serviced
had ro be up to the mark. They had to give a cus-
vomer the confidence that where he is buying the
motorcycle from, he can trust the guy, who is going
to service it for him. A lot of work went into our dis-
tribution network,” he tells us,

According o Lal, all of their efforts came to-
gether and got tied into a new brand philosophy
that has dictated the Roval Enfield story since then.
“The philosophy is what we call pur lin,
‘We narrowed our approach to not be excessive or
superflucus, but uncomplicated, accessible, and
focused on fun. The entire approach is to not to be
bogged down but to just enjoy the ride.”

SLOW RIDE TO THE TOP

Royal Enfield wo has been enjoying the rides its
patrons have been taking. Since falling 1o near-
closure proportions in the late 90s, the company
has grown from strength to strength since Lal took
over. On the back of some spectacular launches,
like the 350cc and 500cc Classic, the company has
beaten the lowest of economic environments to
register double-dight growth ever since.

Even before the Continental GT was launched in
Novemnber, Royal Enfield reporred that it had sold
123,018 matorcycles in the nine months leading up
to the end of the third quarter of 2013 as against

elitst luxury brand. That's not at all our intention.
Our rider could be a guy who serves the drinks at
a bar or the MNC CEO who drinks them. We don't

have a point of differentiation, which happens with
luxury brands. We don't connate a socio-economic
divide,” says Lal, adding that they try 1o foster a
sense of community.

Community, the aforementioned motoring jour-
nalist says, is the single biggest differentiator be-
tween Royal Enfield and other motorcycle makers
in India.

On the focus to build a community, Lal says that
that was always the bedrock of the new market-
ing effort post-2001. “Even though for a decade we
didn’t have much commercial success per se, we
stuck to our guns on wanting to create a mid-sized
motorcycle market in India. We were relentless in
that focus,” he says. Lal points cut how as a brand,
Royal Enfield has never had a brand ambassador.
“1 believe that Indian consumers and consumers
around the world are smart enough to know what
an authentic endorsement is and what a fake en-
dorsement is,” he says.

“For us, the star of the show is our motoreyele
itself. The stars of the show are our real customers.
The type of personalities that you actually see rid-
ing our motorcycles are much more multi-faceted
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81,464 motorcycles it had sold in the same period
in 2012—a stunning growth rate of 51 percent—at
a time when almost every other motorcycle maker
have seen sales show, flatten and even decline.

Profit for Eicher Maotors, which also mciudes VE
[ ial Vehicles, the pany’s decel
Joint venture with the Volve Group for mmmma]
vehicles, grew by 91.3 percent to ¥211.6 crore from
¥110.6 crore over the same period on the back of
the spiralling motorcycle sales.

To put in perspective how far the company has
come since that rethink and redirection after Lal
took over, take a look at this stat—in the first quar-
ter of the year that the Electra was launched, Royal
Enfield sold 6,500 motoreycles. 1t sells as many in
lirtle over half a month now.

After opening fts new plant in Chennai at Or-
agadam ar a cost of 7150 crore, which eventually
will be capable of producing 300,000 motorcyeles
each year, the company said that it will be mak-
ing 150,000 metorcycles this year. This has now
been revised 1o 175,000 motorcyeles on the back of
growing demand. “In April, this year we projected
that we will be producing 250,000 motoreyeles (in-
cluding at the original plant in Thiruvottiyur) in
2014, We are on track to doing that and are already
exploring ways in which we can increase that by
another 50,000," says Lal.

and much more interesting than the typical film or
ericket star that you have,” Lal asserts.

The journalist agrees on Lal's assertion and
says that Royal Enfield has done a fantastic job of
propagating this sense of community. “They have
buil the community gradually with their Royal En-
field trips and rides, riding clubs across cities, and
events like Royal Enfield Rider Mania [a biking fes-
tival backed and held by Royal Enfield]. Any new
entrant would want the same for their motorcycles
in India. You have already seen Harley-Davison do
that. | expect Triumph and the rest to do the same,”
he says.

Sumbly confirms as much when he says that the
firm would like 1o reach out 1o as many people as
possible, “Of course, the urban sector is our pri-
mary audience and is extremely eritical. However,
we are sure that there are Triumph lovers in every
carner of this country,” he adds.

NOT FOR YOUR GARAGE

Sumbly says that Triumph is looking to create a
niche with its competitive pricing and product of-
ferings. “Phase Lof our strategy is to align our pres-
ence across all slrausm loc.muns where we are as-
sured to gain c i ge and genera
strong brand eminence, With regards to target sales
figures, our estimates are 500 in 6months, 1,000in
ayear and 1,500 motorcycles by mid-2015."

Lal however wants to carry on going away from
the 'niche’ connotation with Royal Enfield and
make it an aspirational product for more than just
enthusiasts. “1 don't like terminologies like niche
and not-niche. T don't know where we fit with these
but we are for people who are ateracted to this kind
of motoreyeling. Qur motorcycles are not objects 1o
be put in a garage. Our motorcycles beg wo be rid-
den every day.”

Lal stresses that Royal Enfield and him have

never been driven by volumes and scale till date in

NIRRT

albeir in reverse, The Continental GT for example
was launched in UK, which Lal says is the compa-
ny's natural overseas home as it is from where the
brand originates,

GOING GLOBAL
“What the launch marked was that we are now
going to be a global firm. We are going to strate-
gically be present and be big in every market that
we enter into. That means we are going to look to
be a significant player and try and become number
ane or number two in the mid-sized market...to
be a significant player in the overall motorcycling
industry,” he adds. Royal Enfield exported 3,207
from April to Ni of this year, as
compared to 2,549 motorcycles in the same period
of 2012,
“We believe that if we become successful in the
UK, it will get us prepared to be successful in US,
Europe, Australia, and Japan. It will also have a spi-

noff effect on emerging markets,” he says.

“For emerging markets, we already have a busi-
ness model proven in India,” he adds. “The market
which we feel is ripe for us is Latin America, be-
cause the level of motoreycling and the per capita
income there is already higher, bur there is still a
large base of commuting motoreycling similar to
what we have in India. We want to take this base
and graduate them on like we have done in India.”
Lal says that besides Latin America, the company
would also look ar South East Asia, because this re-
gion is already ahead of India in terms of market
development and will be more conducive w their
approach. “The next wave after that could be Af-
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countries

rica and other parts of Asia,” he says.

the way any analyst would perceive—but by their
importance when the decade of reckoning would
arrive in the form of global competition.

Lal was always aware that his real competition
wis going to come through foreign lands, from
where the likes of Triumph and Harey-Davidson,
Suzuki and Honda are now arriving into India.
“The game was always global because the competi-
tion was always going to be global, To be successful
at a global level, you need a certain scale 1o operate.
Or you cannot invest in platforms and technologies
and you will die at some point,” he says.

Lal and Royal Enficld have also been taking the
route these global motorcycle makers have taken
o arrive in India to target international markets

THE NEXT LEVEL

Back home, the market rumour is that Harley-Da-

vidson would bring the 500cc motorcyele from its

new Street range to India, while Hero would bring
a 250cc motorcycle, made in collaboration with its
American subsidiary Erik Buell Racing.

Triumph is also said 1o be developing a 250cc
matarcyele for India though Sumbly tells us that
any talk on lower cc motorcyeles is speculation ar
the moment. Officials from Harley-Davidson did
not respond 1o requests for comments on this story.

According 1o Ernst and Young's Batra, a major
challenge for companies in this segment will be to
get the right price point that is attractive for con-
sumers. “For the global companies localizing the
price point will be a challenge. At the price point
that they sell at, there is not a very big market. They
have to adjust their pricing according to their buy-
ers in India,” he says, indicating Royal Enfield's
primary advantage as its motorcycles are in the
21 lakh to %2 lakh range, as against the cheapest
motorcycles from Triumph and Harley-Davidson
that start at above 5 lakh. Bajaj Auto however has
priced its recently launched 390cc KTM Duke com-
petitively at ¥1.8 lakh and its 300cc Kawasaki Ninja
at ¥3.6 lakh and seeing some traction for it.

“The companies also have to ensure that they
keep their dealer networks profitable. The compa-
nies have to be able to offer a package to the cus-
tomer. The consumers should not suffer because of
issues with spare parts and after sales service. The
overall network has to grow so that customers don't
face such issues,” Batra spells out the

market mantra.

According to Lal, Royal Enfield’s first major
challenge in the face of competition is compla-
cency. He understands that players in other seg-
ments are now more wary of Royal Enfield. “As we
become larger and more profitable than we are...
earlier other motorcycle companies really didn't
care about us as we were a small unprofitable com-
pany...the competitive pressure is going to increase
tremendously,” he says.

“Everyone is trying now to come into what has
traditionally been our segment in India. But then
we are also going into markets globally. We are
exposing ourselves that much more to competi-
tion and pressures, What got us to this point is
not going to get us to the next. The next peint is
to be a global mid-sized motorcycles leader. We
have to reinvent curselves once again,” Lal states
his ambition for Royal Enfield.

With inputs from Shruti Chakraborty
and Ashna Ambre

Motors Lid,

Rakesh Batra, Partner and National Leader,
Sector, for ing and auditing
f:rm Ernst & Young, indicates that I!oym Enfield is
probably benefitting from taking a different path at
the right time, “The excitement around the [plus)
250¢cc segment is because of the growing dispos-
able income in India. This is the reason why the in-
dustry has scen some growth,” he says.

He however points out that the market for mo
torcyeles that are 250cc and above is very small in
rerms of volume. “It is only 1.3 percent of the mo-
toreyele market in India. It is probably not time to
get excited abour this segment just yet. While the
segment is growing fast, it is a longer term play
right now. The volumes are still very small.” he
adds. According to him, new products from maore
players will help expand the segment, much like it
happened in the SUV segment.

THE CHALLENGERS

It’s the long term that Triumph’s Sumbly is aim-
ing for. He believes that the market would be only
growing exponentially from here. “The premium
motorcycle segment is growing at double digits.
‘With the changing customer scenario, double in-
come families, growth in infrastructure in the
country and people looking for premium products
and experience, we see our brand growing steadily
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across the next few years,” he says. Sumbly points
out that Triumph Motorcycles has entered the In-
dian market with iconic models from all major
motorcycle categories such as: Classics, Roadsters,
Adventure, Cruisers and Supersports. “So in a way
we are g ing the entire | fum motor-
cvele category. The current market scenario is in
its developing stages with enough room for all the
brands to co-exists and grow,” he says.

Batra believes that Royal Enficld has established
a unique and strong position and will be difficult to
dislodge from its spot on top of the market. “It has
been around for a long time, It was earlier consid-
ered a rural workhorse, There were the milkmen
and others who relied an their Royal Enfields. But
now it has become a trendy motorcycle that urban

Royal Enfield
crossed a major
milestone of
producing
and selling

100,000

motorcycles in the
year 2012

choose as well, The company has done a
good job on the technology front besides the brand-
ing and marketing," he says.

On our question as 1o who Lal and Royal Enfield
see as their customer, Lal responds that this ques-
tion has driven them to continuously improve on
their brand philosophy.

“Who do we see as our customer? We believe
thar we are a very different brand because we are
very inclusive. Really, anybody with a passion for
our kind of motorcycling as could be our custom-
er," he says, “We do not position Royal Enfield asan
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