[image: image1.png]Richard Teerlink knows what it like being at the bottom looking up.
When he joined Harley-Davidson in 1981 as chief financial officer,
he company

the mororeycle manufacturer was as low as it could go.
It was

had acquired a poor reputation for quality and reliabili
behind the curve on product design and development. And its big-
iron cruisers and long-distance touring bikes were heavy, chrome-
Iaden, and expensive. Moreover, they leaked oil and they vibrated
should buy two
Harleys—one to ride and one for parts. Tired of tolerating frequent

excessively. Some customers even joked that th

breakdowns, motorcycle buyers turned to smooth-riding imporss.



[image: image7.png]for every motoreycle produced by Harley—from product concep-
tion to final design. Within each team, the leadership role moves
from person o person, depending on the issue being addressed.
Recognizing that suppliers’ input is crucial to Harley’s new-
product development, all cross-functional teams include ke

- sup-
pliers who work elbow-to-clbow with Harley personnel. “Suppliers
are the experts. They have expertise in not only what they’re devel-
oping today but also whats going on in their indusery,” says one
Harley purchasing director. “The more input we have up front, the
better our products will be.”
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Harley-Davidson—From Dysfunctional to Cross-Functional
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Cross-functional teamwork has indeed paid off for Harley. Ourput
and productivi

- soon soared, as did sales around the world. By

2001 Harley was selling 243,000 bikes a year and the company’s
6,000-plus employees had much to celebrate. At a time when

automakers were whacking at their profit margins, Harley had
plenty of gas. Tt sold every bike it made, and dealers often charged
$2,000 to $4,000 above the sticker price.

Teerlink areributes much of Harley's success to its move from a
top-down hierarchy to one based on cross-functional teams.
Everyone must now add value to the organization. Still, “the work is
not done,” says Teerlink (who retired as CEO in 1999 and is now a

member of the board of directors). “Transforming a culture takes



[image: image2.png]Harley Goes Full Throttle

Facing some of the toughest competition in the world from such
companics as Honda, Suzuki, and Yamaha, Harley-Davidson had to
improve quality, introduce new products, and cut costs. So Teerlink
and the management team set out to rebuild the company’s produc-
tion processes from the

ound up.
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Harley had survived several arduous vears of crisis and had
overcome its obstacles under the dircction of a very strong hierarchi-
cal, centralized leadership group. By 1986 Harley's future looked
bright. New products were coming ro market, quality had improved,

and products were snapped up as quickly as they could be cranked
out. In fact, product demand rebounded so strongly that dealers

reported long waiting lists of riders cager to climb on a Harley. Some
fiercely loyal fans even tartooed the company’s logo on their chests.
Harley-Davidson’s inspiring comeback was a checring symbol
of American industrial renaissance. So when Teerlink climbed into
the CEO saddle in 1989, he thought the hard work of saving the
company was behind him. But competition from Japanese compa-

nics soon heated up.




[image: image4.png]More Potholes Ahead

The Japanese began introducing new bikes in the American mar-
ket. Their first attempts at sport bikes and cruisers with sleek, mod-
emn designs fambled. But eventually they caught on. Then in 1995
they introduced Harley clones. The bikes were spitting images of
Harleys with one exception—they had many technical improve-
ments. Once again, Harley faced a daunting challenge. In spite of
its many improvements, Harley’s quality standards were not on 2
par with those of its foreign competitors. Morcov Vs cost
structure was among the highest in the industry. Teerlink had his
work cut out for him—again.
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Teerlink knew that the best way to improve quality and reliabili
and lower production costs was to create an environment in which
everyone took responsibility for the company’s present and furure.
Of course, such an approach would not come naturally to Harley:
The previous crisis had been managed with an unmistakable top-
down approach, as is o often the case with turnarounds. But ti
had changed. Employees could no longer be privates, taking orders
and operating within strict limits.





[image: image6.png]So Teerlink flattened the corporate hierarchy and established
teams of cross-functional leaders to work collaboratively and pro-
vide senior leadership with direction. This is the structure under
which Harley currently operates. Ac the heart of the organize-
donal structure are three cross-functional teams called Circles—
the Create Demand Circle, the Produce Product Circle, and the
Provide Support Circle. Each Circle includes design engincers,
purchasing professionals, manufacturing personnel, marketin
nd others. The cross-functional teams are responsible

personnel,




[image: image9.png]dime. . .. It a journey that will never end unless we let it.” In fact,
Harley is headed for a nasty spill if it doesn't navigate its generational
speed bump. The median age of a Harley buyer is 46, and Harley
must make inroads with today’s 20-something bikers—who prefer
slecker, sportier, and more technically advanced machines. In 2002
Harley unveiled the V-Rod—is first small, cheap bike in more than
20 years. Still, the road ahead is full of rough patches. And if Harley
takes 2 wrong turn, it may be facing some serious time in the dirt.





