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This exam consists of 6 questions. Each (sub-)question of this exam will be graded
with a maximum amount of points, as indicated behind each question. in totai, on
questions 1-6 (including sub-questions) you can score a maximum of 100 points,
which equals the grade 10.

Attached to this exam you can find part of the article “|_earning from emerging
markets: An interview with Bajaj Auto’s Rajiv Bajaj” (McKinsey Quarterly, 2011; See
p.2, 3 & 4 of this exam). Carefully read this article before answering the
questions. When in a question “Bajaj Auto” is used, it is referring to this article.

You can make use of a hardcopy dictionary (no _electronic device). You may
answer both in English and Dutch. Results will be published on Blackboard
within 3 weeks.

Good luck & lots of success.
Question 1; introduction to International Business

a. Describe the International Business Model (p.26 of the 12"Medition, Ball et al.)
and then, apply it on Bajaj Auto (head office in Pune, india), by giving 1 or 2
examples of the different components of the model (when present). (20
points)

b. Which component of the model is / are most important in your opinion?
Explain. (5 points)

c. ls the importance described in your answer to question 1b reflected in the
article? Explain. (5 points)

Question 2; International institutions

There is a lot of criticism regarding Poverty Reduction Strategy Papers (PRSPs, used
by the World Bank and the IMF). This has been discussed during lecture 2.

a. Give 2 examples of the criticism and explain them briefly. (6 points)

b. In whatway do these PRSPs influence the activities of companies like Bajaj
Auto when they operate in a country where these policies are in place? (10
points)

Question 3; globalisation

a. In lecture 4, we discussed Globalisation. Among others, | described the works
of Jagdish Bhagwati (in defence of globalisation”) and Joseph Stiglitz
(“globalization and its discontents”). Elaborate on their points of view and
indicate if you identify with either one of them (and why, or why not). Max 1 A-
4 (11 points)

b. The ‘race to the bottom’ has been discussed in the same lecture. In what way
are companies like Bajaj Auto influenced by this phenomenon? Explain
(10 points)



Question 4 ; forces (1)

“Bajaj Auto has several competitors. One of them is Tata motors. Would it pay off for
Bajaj Auto to breach patents of Tata? Explain by using Legal forces as the point of
departure (10 points)

Question 5; forces (2)

During the last lecture (no. 7), the iceberg-metaphor has been explained in line with
social-cultural factors (chapter 5 Ball et al). Within this discussion, the theoretical
framework of Hofstede (the dimensions) has been discussed more in-depth.

a. Name the 5 dimensions by Hofstede (You do not have to explain them), and
describe the iceberg methaphor briefly (8 points)

b. explain what the connection is between the iceberg-metaphor and the
Hofstede dimensions. (5 points)

Question 6; forces (3)

“If Bajaj Auto wants to export their products to a country, it could pay off to check
prices of Big Macs” Explain. (10 points)

End of questions
Case

Learning from emerging markets: An interview with Bajaj Auto’s Rajiv Bajaj

Founded in 1945, India’s Bajaj Auto first sold imported two- and three-wheeled
scooters before obtaining a license from India’s government to become a
manufacturer in its own right, in 1959. Today, the company is India’s second-largest
motorcycle producer, selling nearly three million vehicles annually and operating in
more than 50 countries.

In this interview, Rajiv Bajaj (managing director), discusses the transformation of
Bajaj Auto, what can be learned from its experience in emerging markets, and its
effort to expand internationally.

The Quarterly: You are positioning Bajaj Auto to be an emerging-market champion.
What does that mean to you?

Rajiv Bajaj: For me, being an emerging-market champion means aligning the
organization’s ideas, energies, and resources toward building a few key motorcycle
brands that, collectively, could make us one of the world’s most comprehensive and
profitable motorcycle makers. It means building and positioning Bajaj as a global
motorcycle specialist and, given the rapid pace of evolution of our market, leveraging
our expertise and experience to expand into emerging markets similar to ours.

The Quarterly: What makes you feel you're the “rightful owner” of the opportunity that
India’s emerging consumer class represents, rather than a developed-market player?

Rajiv Bajaj: Markets are shaped by customers more than they are by manufacturers.
We have operated in the Indian market for 65 years—we are part of it, have grown
with it, and we understand it intimately. And that hasn’t changed just because India is



now the world’s second-largest motorcycle market, and perhaps its most profitable
one. Our competence has been shaped at the crossroads of a market characterized
‘by the world’s most stringent emission standards, relatively expensive fuel, constant
pricing pressures, and consumer expectations of high-quality, durable vehicles.
We're the player that reflects this market.

The Quarterly: You say that markets are shaped by customers, yet, of course,
manufacturers also play a role in driving consumer demand. You've created and put
together some terrific brands in India and on a global level. What aspirations of
consumers are you trying to meet and surpass”?

Rajiv Bajaj: There are two kinds of global motorcycle makers: niche, with often
unsustainable scale; or mass, with commoditized brands. Our strategy hinges on
bringing together the best of both worlds, so that more consumers may be able to
experience the pride of owning an aspirational motorcycle brand.

The Quarterly: Just how local are these consumer needs? For instance, are
consumer segments in Nigeria and Indonesia similar to those you service in India?

Rajiv Bajaj: We've consciously sought to ensure that the individual attributes that
define our chosen brands have appeal across markets, both the nations that you
mention and others in the Southern Hemisphere. For this reason, we believe that our
strategy has global validity. However, even though consumers across markets often
seek similar attributes in our products, the way we position our brands and the
product mix we offer are certainly strongly influenced by the local. context consumers
live in and the nature of local competition. That definitely varies from one market to
another.

The Quarterly: One common market attribute is affordability. How do you think about
that, and how do you ensure that your product is accessible, since consumers in
many emerging markets can be quite geographically dispersed?

Raijiv Bajaj: We measure affordability as the monthly cost of ownership of our
product, adjusted for resale price, relative to the competition. That's the basic
equation. In terms of accessibility, we aim to have sales and service facilities within a
30-minute radius of our consumers, wherever they may be. We're also constantly
improving online connectivity. But, | have to say, we always emphasize quality ahead
of accessibility.

The Quarterly: What innovations in manufacturing, distribution, and retailing are
required to address the issues of affordability and accessibility?

Rajiv Bajaj: All of our innovations are directed at supporting our unique business
model, which rests on selling specialized brands at the front end, derived from
flexible platforms at the back end. What this means in practice is that when Bajaj
“makes volume, sells niche,” it enables affordability, and when our dealers “distribute
volume, sell niche,” they ensure accessibility. It sounds simple, but it's the result of
long experience in this market—and not easily replicated.

The Quarterly: Now you're taking your business model outside India by expanding
internationally. How does your organization need to evolve to meet its needs as a
global company?

Raijiv Bajaj: As | said, our strategy is brand centered at the front end and platform
based at the back end. So the key to profitable growth, in every market that we
participate in, is our ability to continually improve the alignment between new



categories and current core competencies. That is, we need to figure out how to take
what we know and do well and to make it appeal to consumers in other markets. We
“also need to learn to do this in a manner that’s not just appropriate for Bajaj brands
but also harmonious with those of our global partners, KTM and Kawasaki, which
operate, predominantly, in markets in the Northern Hemisphere.

The Quarterly: Multinationals have skills and experience to bring to emerging
markets. Have you learned any lessons from observing and competing with
international players? Have they made mistakes that you want to avoid?

Rajiv Bajaj: You don't operate successfully in any market without doing a lot of things
right, and that applies equally to companies in developed markets and in emerging
markets. From our European partner, KTM, we are learning the principles of sharply
positioning a brand as opposed to promoting a diffused product. That's critical to
building sustainable scale in markets with diverse consumer segments serviced by
many manufacturers. From our Japanese partner, Kawasaki, we are learning the
principles of building a responsive supply chain as opposed to a rigid manufacturing
facility.

The Quarterly: What lessons can international companies learn from your success?

Rajiv Bajaj: This may be a lesson applicable to many emerging markets. From our
market, international companies can appreciate the rich rewards of bridging brand
aspirations and affordability. By looking at our business model and success in India
and elsewhere, they can understand some of the principles of building such a bridge.

The Quarterly: Why do you think many multinationals either avoid emerging markets
or enter them only in a limited fashion?

Raijiv Bajaj: Perhaps such organizations have an inadequate strategic understanding
of how to build a business in markets where their natural category is nascent or they
lack the competitive will to do so.

The Quarterly: Where do you see Bajaj Auto ten years from now?

Rajiv Bajaj: Bajaj has a limited window in which it can hope to differentiate itself on
the basis of its unique business model. So for as long as we can, we're going to do
our best to establish Bajaj as the largest garage of some of the world’s most
specialized motorcycle brands.



