


then, the industry has grown more than 39 percent". Because the number of dealerships 
has not changed, the average dealership did approximately $9,400,000 in sales in 2006. 

Figure 6.1 These figures are taken from the United States Census website. The figures arc from 2002. which was last time the census 
did a detailed annual report. From 200:: to 2006, the industry has grown by 39'1' in the United S(J[es.~7 , 

Although the average salary for a Sacramento motorcycle dealership employee is greater 
than the average in the United States, the labor costs as a percentage of sales are less than 
half of the national average (see figure 6.1). This is assumed to be attributed to volume 
of sales. 

6.2 Market Sustainability 

Revolution Motorsport will see growth in the future as more people search for fun and 
inexpensive means of transportation. The price of gas is rising and environmental 
concerns are increasing. The result is that more and more people are looking for ways to 
travel with less gas consumption. The forecasted market growth for the motorcycle 
market in the Market Opportunity section shows that opportunity will grow from the $9.1 
billion a year industry in 2005 to a projected $12.8 billion in 20 10 (40.9 percent projected 
growth over five years)". 

Trends are showing that United States consumers are finally looking at gas prices and 
modifying their lifestyles to avoid superfluous spending (appendix a. rnicro-envirornental 
forces). This can be seen in the reduction in sales of SUV's and the increase in sales for 
gas-lean products such as small sedans and hybrid vehicles. To assure that our business 
is sustainable, we will keep on the cutting edge of new entrants to the market. Once the 
market realizes that there is money in selling smaller-engine, highly efficient motorcycles 
and scooters, other brands will introduce more efficient models. To remain competitive 
Revolution Motorsport will acquire the rights to sell other Motorcycle brands. Research 
shows that 73 of the top 100 best performing dealerships in the United States carry 
multiple product lines29 

. Revolution Motorsport will, first and foremost, be in the 
business of motorcycle sales, not just selling Lifan and Hyosung. 

26 DATAMONITER 2006 Motorcycles in the United States industry profile 
27 DATAMONITER 2006 Motorcycles in the United States industry profile 
"DATAMONITER 2006 Motorcycles in the United States industry profile 
2c) Advanstar Communications What this year's top ]00 (motorcycle dealerships) look like 

14 



7.0 Competitors and Substitutes 

Revolution Motorsport's direct competitors are inexpensive bikes and scooters. 
Currently, in the United States, only one major product is positioned to compete with the 
Lifan's unique value curve, the Kawasaki Ninja 250. The bike has a slightly bigger 
engine and top speed. However, it costs two times more than our competing product. 
There are other Chinese companies that manufacture motorcycles, but no other Chinese 
"brand" is available in the United States. The other Chinese motorcycles arc basically a 
commodity. They are difficult to service, find parts for, insure. register, and so on. If 
another good Chinese brand makes it to the United States market, Revolution Motorsport 
will be prepared to take appropriate measures, such as purchasing the dealership rights in 
the cities where the proposed company has a presence. The acquisition option is better 
than facing potential price competition. 

In 2005, Honda controlled 30.2 percent of the United States motorcycle and moped 
market, Harley Davidson controlled 23.3 percent, and Yamaha controlled 16.8 percenr'" 
The remaining percentage is classified as the "other" category. Other brands in this other 
category include BMW, Suzuki, Ducati, Buell Triumph, Big Dog, American Ironhorse, 
and the no-name brands". The top three motorcycle companies, Honda, Harley and 
Yamaha, sell high-end and quite expensive motorcycles. Revolution Mororsports Lifan 
line is not poised to compete head to head with any of the above motorcycle 
manufacturers. Rather, it would like to grow the pie as a whole, selling motorcycles to an 
under-serviced facet of the market. However, Hyosung is capable of competing with the 
major brands based a superior price and warranty. 

7.1 External Threats 

Revolution Motorsport's main threat would be competition from a similar product or 
product line. Currently no other brands exist that offers the same value curve as Lifan in 
the United States. Hyosung has many other competitors; however, none can compete on 
its price. 

Another company introducing a similar product line for the same or less cost is 
potentially Revolution Motorsports largest threat. Until that happens. Lifan guarantees 
Revolution Motorsport exclusivity. To combat this threat of new entrants, Revolution 
Motorsport will follow the trends of new entrants and carry the lines that would compete 
with our current line of product. 

'I, DATAMONITER 2006 United States motorcycle industry profile 
11 Advan ...tar Communications What this years top 100 (motorcycle dealership") look like 
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7.2 External Forces 

Revolution Motorsport must consider the power of its supplier. China has an immense 
manufacturing ability. However, we depend on the right sized shipments to keep our 
dealership, some 5,000 miles away. in inventory. The Lifan supplier alsu has exclusive 
rights to monitor prices and is able to raise or lower prices as they see fit. Because 
American Lifan keeps an inventory uf over 2,000 units on hand at any time in its 
warehouse in Dallas, TX, stocking inventory is not an issue. Hyosung also keeps a large 
inventory ready to ship from warehouses located in Georgia and California. Price 
fluctuations will probably occur over time as a result of inflation, but will be reflected in 
the selling price and are not expected to affect Revolution Motorsport's overall margin. 

The government is another force that Revolution Motorsport must be cognizant of. The 
United States has tariffs limiting the quantity on imported motorcycles, a law that was 
designed to give Harley Davidson an edge when business was down. Although Harley is 
currently a world leader again, the tariffs remain. Conversations with the head of sales at 
American Lifan and Hyosung CS did not indicate any worries that the supply will ever be 
over-regulated. 

The buyer is a significant force. If the buyer is not interested in purchasing product from 
China or South Korea, even if it is high quality. Revolution Motorsport could face 
challenges. Even with this in mind, trends show that United States consumers are 
generally more likely to buy a product based on value than the location in which it is 
manufactured. For instance, people do nut buy a Toyota because it is Japanese - they 
buy it because it offers the value that fits their preference. Therefore, as long as 
Revolution Motorsport maintains a significant advantage in value, the business plan teem 
feels that consumers will buy the product. 

China and South Korea have advantages in labor costs and manufacturing ability and will 
continue to hold these advantages. Due to China's policy of maintaining a devalued 
currency. Lifan will continue to be able to produce an inexpensive product far into the 
future. South Korea also has an abundance of inexpensive labor. If labor costs become 
an issue, it is more than likely that Hyosung will outsource the manufacturing aspect of 
its company to China or Taiwan. 

8.0 Marketing Plan 

Most of the Motorcycle dealers that Mr. Jackson concur that the most affective 
advertising comes from the drive-by traffic that is associated with having a good retail 
location. The strategic location element will be addressed in the next section. Revolution 
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Motorsport will advertise primarily through magazines, newspapers, guerrilla marketing 
and radio. The entry-marketing budget is $6,700 for the first month and is calculated as a 
percentage of monthly sales from then on out. The budget is approximately $2,000 per 
month for the first year. In Sacramento, this won't go far with respect to newspapers, so 
the majority of Revolution Motorsport's advertising will be more demographically 
specific. 

8. t key location 

Most motorcycle dealership managers and owners that Mr. Jackson interviewed feel that 
the most important advertising comes from drive-by traffic. A strategic location is 
essential. To assure that Revolution Motorsport gets the right kind of drive by traffic. the 
business will be located directly next to its competitors. Revolution Motorsport will be 
competitive on price. Thus, like Wal-Mart, the company is trying to make convenience 
or accessibility a non-issue. By putting our motorcycle dealership close to the 
competition, potential buyers will have to drive by our shop to get to the dealership that 
they were thinking of purchasing a bike at. Price-minded consumers are willing to shop 
around. We want to give the consumer the opportunity to find our product before they 
make any purchasing decisions. 

Kawasaki of Sacramento is located at 5830 Florin Rd. Locating the dealership next to 
Kawasaki would put us near the only Kawasaki dealership within 10 miles. Kawasaki is 
the closest competitor to our line of Hyosung. However. a Hyosung generally costs 35 
percent less and comes equipped with a standard two-year unlimited warrantyi as 
apposed to the one-year unlimited warranty offered by KawasakiD 

. l'- http://hyosungus,cOfIl/ 
B http.z/www.kawasaki.com/kawasakiaux/rnisc/warranty .asp#Stree t 
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Ftgure 8.1 Kawasaki of Sacramento is located il.~ "C" on the Googfe Earth Map. Revolution Mororsport plans on locating 
strategically 11\ clove to Kawasaki "C· ;lS possible. 

8.2 National Magazine advertising 

Hyosung US is already running a national ad campaign in Cycle Rider, Motorcycling, 
Motor Cyclist, and Cycle World magazines. After seeing these ads, potential buyers in 
the Sacramento area are drawn to the Web site that directs them to local Hyosung dealers. 
Based on conversations with Hyosung dealers, Mr. Jackson believes up to half of 
Hyosung sales will be from those customers directed to us from the Hyosung Web site. 

8.3 Guerilla Marketing 

Mr. Jackson intends to place motorcycles with for sale signs at the university campuses 
of California State University. California State University Sacramento, UC Davis 
(extension), The McGeorge School of Law, and the UC at Davis. All of these 
Universities are located within 10 miles of the proposed dealership location. These 
colleges will also host flyers that educate the college population about the thrills of 
owning a high-value Revolution motorcycle. 
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Mr. Jackson will pay employees to shuttle to shopping malls and leave new motorcycles 
in high profile parking spots close to main entrances. All for sale signs will clearly state 
that all bikes are sold new at Revolution Motorsport. 

Revolution Motorsport will also sponsor live entertainment. In exchange for whatever 
donation that Mr. Jackson makes to a live music event, he will ask that his bikes can be 
displayed at the concert in a high profile area. 

8.4 Bar Stall Advertising 

In recent years. advertisements above urinals and in toilet stalls have become extremely 
popular and effective. They provide a captive audience. Also, bars have the advantage of 
being demographically specific. Use of restroom advertising means that businesses can 
specifically target men or women by placing different ads in men's and women's 
hathrooms". Often times the bar stalls advertise jewelry or high-end hair parlors that 
basically sell men on buying items or services that will make them more desirable to the 
opposite sex. This is the perfect opportunity to sell motorcycles as "chick-magnets." 
Men spend money to be more attractive to the opposite sex. Therefore, the primary 
function of advertising in this environment will be to convey that young men who own a 
Revolution Motorcycle are more attractive to women. 

Bar stall advertising will also be more cost efficient. Prime time television (8-11 p.m.) 
has a CPM of $23-$44. and a quarter-page ad in a weekly newspaper has a CPM of $1­
$7. compared with an average of $1.13 for restroom advertising, according to one study 
by Audits & Surveys worldwide". 

8.5 Newspaper Advertising 

One point five percent of all purchases from American Lifan are given back to the dealer 
to he spent on advertising. When this account grows large enough, the money will be 
used to purchase a large ad in Sacramento newspapers. The ads will primarily convey the 
exhilaration of riding a Revolution Motorcycle. The ads will be designed to brand 
Hyosung and Lifan in the Sacramento area as being dependable, affordable and desirable. 
The ads will also discuss sales, promotions, warranties and financing. 
Costs: Ad Size 52x 26x 13x 7x 

Full Page 2775 3395 4625 5555 
Island 2360 2890 3940 4725 
1/4 Page 1110 1355 1850 2215 
1/8 Page 695 850 I 160 139030 

:...\ http://pubIicres trooms.Iifetips.comkatf644I 2/public-restroom-advertisi ng/index. htmJ 
35 http://publicres.trooms.lifetips.comlC:lt/64!t I 2/pubIic -rcstroom-adve rti ..ing/index.htmI 
16 http://sacramento.bizjournab.com/sacramento/abolltus/ratecard.html 
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8.6 Radio 

First and foremost, Revolution Motorsport is to come up with a radio jingle that is 
contagious. The idea is that if the jingle is catchy enough, people will remember 
Revolution Motorsport the next time they consider purchasing a bike. The jingle will be 
fun and memorable, but by no means annoying. To come up with the right jingle, 
Revolution Motorsport plans on airing a radio contest, giving away a $1,000 prize to the 
contestant that writes the best jingle. 

Revolution Motorsport will experiment with many different radio stations and 
demographics. By only advertising on one radio station at a time, Revolution Motorsport 
will be able to get a feel for which radio stations are the most effective. One marketing 
strategy involves giving away a sport bike or a scooter to the too" person who walks into 
the store and mentions the ad. This technique is designed to lure at least 100 deal finders 
through the door for the cost of an inexpensive scooter ($450) or sport bike ($960 cost). 
Getting hundreds of people into the store will educate the right population about RM's 
extremely low pricing. 

Ninteen percent of the Sacramento population is Spanish or Latino:". Therefore, many of
 
Revolution Motorsport's radio ads will be in Spanish on Spanish stations. The jingle will
 
be different and aimed at a different demographic. Also, to compliment these ads, Mr.
 
Jackson is conversationally fluent in Spanish and will personally be able to assist any
 
Spanish-speaking customer who enters a Revolution Motorsport location.
 
Costs taken from a sports radio channel:
 
Standard 30 Second Ads - Your prerecorded advertisement can air during one of our commercial 

breaks on all of our shows or the one of your choice at a rate of $25 per airing.'8 

8.7 Web Presence 

The core competency of Revolution Motorsport will be to create a friendly, courteous 
environment for high-value retail sales. We will maintain a top notch Web presence to 
inform people of our location, products, services and pricing. The domain name, 
RevolutionMotorsport.com, is currently registered to Mr. Jackson. A good college 
friend, Ben Johns (B.S in computer science) will design the high quality web page for a 
favor. The web site will be primarily designed to lure customers into the physical 
location. Sacramento is the primary market that we are trying to compete for - we only 
require a Web presence to compliment our physical retail location. 

8.8 Positioning Statement 

The Revolution Motorcycle is perfect for the thrill seeker who needs a change of pace. 
Tired of driving your car to work, waiting in traffic lines and getting poor gas mileage? 
Revolution Motorsport offers quicker transportation, far superior gas mileage and all of 

n wikipedia/LasVegas/Demographics 
" hltp:llwww.sportsology.netJadverlising.php3 
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the fun only experienced on a two-wheeled vehicle, for a fraction of the cost of the 
competition. Unlike other motorcycle dealerships. RM has a line of over 40 different 
highly exciting vehicles that will not be a burden on any budget. These vehicles pay for 
themselves in gas savings. Revolution Motorcycles feature the looks, performance, 
reliability, and warranty of other motorcycles, at a fraction of the cost. 

~<!) 
9.0 Logistics and Administration 

9.1 Replenishing inventory and parts 

Hyosung has inventory warehouses in both California and Georgia. It will take fewer 
than 48 hours from making the order to replenish inventory, such as motorcycles and 
parts from the California Hyosung warehouse. It will take less than a week to receive a 
part from the Hyosung warehouse in Georgia. Lifan has a distribution warehouse in 
Dallas, TX. Orders made from the Dallas warehouse are guaranteed to be recei ved in 
fewer than two weeks. 

9.2 The Warehouse and Satellite business model 

Research shows that 75 percent of new dealership revenues come from motorcycle 
sales", Therefore. the tuning. service and merchandise aspect of the business only 
constitutes the remaining twenty five percent of revenue. Revolution Motorsport intends 
to capitalize on this fact by having only one retail outlet that does service and tuning, 
effectively eliminating: the overhead at the retail-only locations. 

The first revolution Motorsport location will be a 2,000 square foot location that will 
house 60 assembled units. It will also have a full service department and tuning facility. 
One year after the first brick and mortar location has opened; Revolution Motorsport will 
open three smaller retail-only locations. Revolution will stagger the timing opening of 
the second round of dealerships by about four months each, giving the new locations 
ample time to train highly skilled employees. These locations will stock 25 of the most 
popular units available for sale in locations of only 600-800 square feet. If customers 
prefer a color or model of motorcycle that is not available in the satellite locations, other 
models will be readily available and delivered promptly by the "runner employee." 
Runners. aside from shuffling inventory, will pick up motorcycles from each location and 
bring them to the tuning and service store for convenience. The warehouse/satellite 
structure will offer all the conveniences of a conventional dealership structure, but 
significantly reduce overhead costs both in rent and in labor expenses. 

~LJ DTM industry overview 2003 
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9.3 Business type LLC 

Revolution Motorsport will be founded in legal form of a Limited Liability Corporation. 
Mr. Jackson chose this form of business entity with the purpose of protecting the 
company and personal assets of the founders from any lawsuits. which may arise from 
the business. For further protection of the company from lawsuits claiming compensation 
for physical injuries related to the usage of Lifan motorcycles and other products, the 
team is planning to purchase the appropriate business liability insurance. The insurance 
will cover other types of liabilities, such as work-related injury claims, supplier-buyer 
relations, and the like. Usual practices, such as responsibility-waver agreements with the 
customers who purchase our products for personal usage, will be implemented as well. 

10.0 Business Economics 

10.1 Financial Forecasts 

In the first year, Revolution Motorsport will net $321,000 (see financials)with extremely 
conservative sales predictions. Profits are affected by an aggressive proposed marketing 
campaign designed to put the store in the forefront of our target customer's mind. The 
second year projects sales at $3.414,000 of which $768,000 will be net profit. At the end 
of the first year, Revolution Motorsport will net $30.000 per month. Assuming 
conservative growth and low sales expectations with respect to the market average. 
Revolution Motorsport will net 30.000 per month by the end of year four. The expected 
net profit for Revolution Motorsport in year five is $ 2,276,000. 

10.2Growth and Expansion 

Revolution Motorsport is to be started in Sacramento. In year two. the company plans on 
opening three smaller retail only locations in the Sacramento area (population 1,900.000 
in the metropolitan area), opening a store in Feburary, June, and September. By opening 
the first dealership with both the Lifan and Hyosung lines. Revolution Motorsport will be 
able to maintain exclusivity selling these products in the Sacramento area without any 
threat of cannibalization. Therefore, the company must secure the Sacramento area as 
quickly as possible. 
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ll.O Overview of Assumptions used in Financial Model 

The assumptions made in the financials section come from industry standards. The 
percentage growth assumptions come from the Data Monitor, which is a resource to the 
University of Montana Library Services. Data that pertains to 'the demographics of 
Sacramento, CA and thc United States comes Irorn the United States Census (2002). 
Some adjustments were made based on the 2002 Census report and the industry growth 
report as of 2006. 

Key Financial Assumptions: 
l.	 Sacramento average dealership sales in 2006 were $9,400,000. 
2.	 Revolution Motorspor expected sales will be 20% of the industry average in 

month one. 
3.	 Revolution Sales will grow by 3% per month until overall sales reach 50% of 

the average sales of a Sacramento dealership. 
4.	 Labor Costs will be 5% of Sales, which is slightly higher than the Sacramento 

average according to the Census. 
5.	 The smaller "retail only" locations will start off doing 10% of the Sacramento 

average sales or, $940,000 per year. 
6.	 Rent will increase by 5% per year. 
7.	 For further assumptions see the assumptions page in the financials section. 
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Appendix C Competencies 

Competencies Today 
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Appendix D Strategy 
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