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An Emerging Model for
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3 New Producls and Services

As a business model, mass production was trermendously succes sful throughout
most of the 20th centurv. As depicted in Figure 1, mass production revolved around
a company taking a new product and finding the one best way Lo produce 1t yield-
ing standardized products at 4 low cost and generally of consistent quality. These
were sold into large, homogeneous markets (and often helped create those mar-
kets), which provided the company with stable demand levels and afforded it long
product life cycles and long development cycles. Every once in a while, a new
product would emerge that would be worth the high changeover costs, and the
cycle would repeat. (Although manufactuning terms are nsed, lhe same basic
process holds true for many service industries, particularly insurance and other
financial services.)

Mass production is the search for efficiency through stability and control. As
long as markets are stable and npuls, processes, and outputs can be controlled,

| then it can work effectively. However, when companies find that what they began

' developing years ago and produced weeks or months ago can no longer be reli-
ably sold today—when markets arc uncertain, unstahle and unpredictable—then
mass production simply no longer works. No amount of microtargeting Or micro-
positioning will provide any lasting advantage when the rest of the organization
acts anything like the model shown in Figure 1.

Rather, companies have to take this feedback loop and reverse 1t, as depicted
in Fizure 2. Instead of reinforcing on longer cycle times, greater standardization,
and more homogeneity—which no longer exists—the opposite occurs. Increas-

I ingly heterogeneous markets demand not only low cost and high quality but also
i increasing customization. This requires the firm to develop new mass-custoniza-
lion processes. oul of which flow new products that must be rapidly developed,
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Mass Customization G

Figure 1 Mass Production As o Dynamic System
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Source: Adapted with permission from B, Joseph Pine I, Mass Customization- The
New Frontier in Business Compeition (Boston: Harvard Business School Press,
18932), p. 27

for they will have short product life cveles, which helps to further fragment
demand, leading to even greater heterogeneity, and so on.

The end result? An entire organization geared around the fulfillment of indi-
vidual customer wants and needs. An organization where not only messages are
targeted to individuals, but also products are tailored and made to order. An orga-
nization where everyone is responsible for marketing in its truest sense: creating
customers and fulfilling their desires. But also an orgamzation that realizes the
competitive and customer Lmperatives for low cost and high quality.

Although no one has embraced mass customization in the same sense that first
Ford and then General Motors can be said to have perfected mass production, many
Companies are coming close. Perhaps the closest is Motarola, and its Paging Prod-
ucts Group in particular, The company's sales reps 2o into a customer’s office with
a laptop computer, and together they design the set of pagers that cxactly meet
that customer’s needs (out of 29 million possibilities). The pager designs are then
immediately transmitted (hroy gh to the factory floor, where an almost fully auto-
mated, lot-size-of-one flexible manufacturing system can produce them in a mat-
ter of hours for shipment that day or the next.

One of the premier service companies to embrace mass customization is the
United Services Automobile Association. Based on events that happen in each
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10 New Products and Services

Figure 2 A New Paradigm of Mass Customization
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Source: Adapted with permission from B. Joseph Pine I, Mass Customization: The
New Frontier in Business Compeition (Boston: Harvard Business School Press,
1993), p. 45

member’s life, USAA customizes its growing portfolio of services. Typically for
a mass customizer, it has expanded bevond insurance to other financial services
and even to consumer goods. Whether customers are getting married, having a
baby, or buying a car, USAA is determined to have the exact set of products and
services each of its members needs during those major life events.

Mass customization is not an oxymoron. As Motorola, USAA, and many
other companies have discovered, 1t 1s a completely new way of doing business
that may be the only means of achieving sustained success 1n increasingly tur-
bulent markets.
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